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WHO'S  DRIVING 


THE  HYDROGEN  ECONOMY? 


A  BRIEF  INTRODUCTION  TO  THE  NEXT  GENERATION  OF  GM. 

The  hydrogen  economy  isn't  a  pipe  dream.  And  it  isn't  the  buzz  du  jour  on  the  front  page 
of  the  business  section.  The  hydrogen  economy  is  the  endgame  of  a  multi-faceted  strategy 
GM  set  in  motion  years  ago,  with  steps  that  are  real,  progressive,  and  well-underway. 

Internal  combustion  engine.  GM  has  always  been,  and  will  continue  to  be,  one  of  the  leaders 
in  fuel  economy  and  emissions  technology.  Five  cylinders  delivering  the  power  of  six. 
Six  delivering  the  power  of  eight.  Smarter  systems  available  in  millions  of  GM  vehicles 
right  now.  In  fact,  when  it  comes  to  fuel  efficiency,  our  trucks  win  more  head-to-head 
comparisons  than  any  other  manufacturer. 

Hybrids.  Powered  partly  by  engines,  partly  by  batteries,  hybrids  deliver  improved 
fuel  economy  with  uncompromising  performance.  Last  year  we  announced  an  aggressive 
plan  to  take  some  of  our  most  popular  models  and  offer  hybrid  versions  of  them. 
Cars,  trucks,  SUVs  and  buses  you  already  know  and  trust,  with  an  extra  boost  at  the  fuel  pump. 

Hydrogen.  The  destination  is  the  hydrogen  economy.  A  generation  of  cars  and  trucks 
powered  by  hydrogen,  where  the  only  emission  is  water  vapor.  GM  introduced  the  first  fuel 
cell-powered  concept  vehicle  nearly  forty  years  ago.  And  we've  continued  to  push  fuel  cells 
forward  ever  since.  Right  now,  a  test  fleet  of  GM  fuel  cell  vehicles  is  negotiating  traffic  in 
downtown  Tokyo  and  Washington,  D.C.  Right  now,  GM  has  over  five  hundred  engineers 
on  three  different  continents  working  on  hydrogen  solutions. 

We're  making  sure  children  today  are  in  cleaner  cars  tomorrow.  And  in  the  driver's  seat 
of  the  hydrogen  economy. 


gm.com 

CHEVROLET    PONTIAC    BUICK    CADILLAC  GMC 
OLDSMOBILE    SATURN    HUMMER  SAAB 


©2004  GM  Corp  All  rights  reserved  The  marks  of  General  Motors  and  its  divisions  are  registered  trademarks  of  General  Motors 


As  your  assets  become  more  diversified,  perhaps  your  advisor's  expertise  should  as  well. 

The  Private  Bank  of  Bank  of  America  has  greater  depth  and  breadth  of  wealth  management 
expertise  —  across  the  financial  spectrum  —  than  any  other  private  bank. 

Equally  important,  we  bring  this  expertise  together,  creating  more  integrated  solutions  to 
your  complex  needs. 

And  we  provide  these  customized  recommendations  based  on  the  extraordinary  strength 
and  stability  of  Bank  of  America. 

It's  no  wonder  we've  been  entrusted  to  manage,  protect  and  pass  on  wealth  for  more  tV  i 
150  years. 

The  Private  Bank  is  dedicated  to  serving  affluent  families  and  individual*  uoith  complex 
wealth  management  needs.  Our  experienced  advisors  customize  unique  and  comprehensive 

solutions  for  each  individual,  integrating  world-class  investment  management,  trusts, 
credit  and  banking  services.  We  welcome  the  opportunity  to  work  with  you.  We  invite  yea  to 
call  Caroline  Grace  at  800.863.9500  or  visit  www.bankoffatierica.com/privatehank. 

©  2004  Bank  of  America  Corporation^ 


INTRODUCING  COlO'  mABLED  CANON  imageRUNNER*  SOLUTIONS.  FOR  PRINTING  A  FEW  PAGES  OF  COLOR  WHEN  YOU  NEED  I 
The  answer  is  the  i  est  addition  to  the  Canon  imageRUNNER  family:  the  new  color-enable 
Canon  imageRUNNER  CbMV  and  imageRUNNER  C3100.  They're  fast,  they're  versatile  and  thei 
let  you  add  a  few  pages  o1   ^olor  to  your  usual  black-and-white  printing  when  you  need  i 


lich  makes  for  more  eye-catching  documents  and  entertaining 
-esentati ons  .  Not  only  that,  the  black-and-white  output  is 
flivered  at  the  same  cost  as  traditional  black-and-white  printing 
iding  some  color  definitely  means  not  business  as  usual 


KNOW  HOW 


V'0T  BUSINESS  AS  USUAL 


E  COLGi1-    VITQ  YOUR  OWN  HANDS  WITH  THE  CANON  COLOR  imageRUNNER®  C3200.  |  There's  no  question  about 


Canon  Cole  '^ageRUNNER  C3200  with  imageWARE™  Publishing  Manager  is  anything  but  business  as  usu 
ually,  it'.;  a  totally  new  way  of  working  that  "lets  you  create  and  print  professional -quality  cole 
klets,  catalogs,  brochures. . .you  name  it,  right  at  your  desktop.  With  imageWARE  Publishing  Manage 


u  can  combine  multiple  documents  created  in  different  applications 
form  a  single  document,  you  can  import  images  or  text  streams,  and 
ich  more.  And  you  can  manage  it  all  every  step  of  the  way.  Which  means 
oductivity  is  up  and  stress  is  down.  All  thanks  to  not  doing  color  as  usual . 


KNOW  HOW 


Bill  is  our  president.  He  stresses  the  importance  of  integrity  in  money 
tanagement.  He  knows  that  we  succeed  only  by  making  others  successful. 
Can  strong  values  contribute  to  strong  results?  Just  look  at  the  numbers. 


ne  of  Fund 

Fund  Category 

1  Yr. 

5Yrs. 

lOYrs./Lifeof  Fund 

Inception  Date 

aSM  (TWCVX) 

bal  Growth*  (TWGGX) 

2;e  Company  Value+  (ALVIX) 

h-Yield  Muni+t  (ABHYX) 

Mid-Cap  Growth 
World  Stock 
Large  Value 
High-Yield  Muni 

42.82% 
34.52% 
28.97% 
6.37% 

12.16% 
6.94% 

5.51% 

8.62%/ 10.58% 

—  /8.57% 

—  /4.92% 

—  /5.94% 

11/25/83 
12/1/98 
7/30/99 
3/31/98 

'age  annual  total  returns  as  of  12/31/03 

3  presented  reflect  past  performance  and  are  no  guarantee  of  future  results.  Current  performance  may  be  higher  or  lower  than  the  per- 
lance  shown.  Investment  return  and  fund  share  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  To  obtain 
most  current  performance  data,  please  contact  us.  Performance  reflects  Investor  Class  shares.  For  information  about  other  available  share 
ses,  please  consult  the  prospectus.  Data  assume  reinvestment  of  dividends  and  capital  gains. 

should  consider  a  fund's  investment  objectives,  risks,  and  charges  and  expenses  carefully  before  you  invest.  The  fund's  prospectus,  which 
be  obtained  by  calling  1-877-44-AMCEN,  contains  this  and  other  information  about  the  fund,  and  should  be  read  carefully  before  investing. 

rnational  investing  involves  special  risk,  such  as  political  instability  and  currency  fluctuations. 

liable  exclusively  through  investment  professionals. 

stment  income  may  be  subject  to  certain  state  and  local  taxes  and,  depending  on  your  tax  status,  the  federal  alternative  minimum  tax. 
ital  gains  are  not  exempt  from  state  and  federal  income  tax.  The  lower-rated  securities  in  which  the  fund  invests  are  subject  to  greater  credit 
default  risk  and  liquidity  risk. 


lesty.  Hard  work.  Patience.  We  believe  strong  values  and 


mg  performance  go  hand  in  hand.  American  Century 

Investments 

Genuine.  Results. 


all  1-877-44-AMCEN  or  your  investment  professional,  or  visit  www.americancentury.com 


I  Century  Investment  Sen/ices,  Inc.  The  American  Century  logo,  American  Century  and  American  Century  Investments  are  service  marks  ol  American  Century  Services  Corporation.  ©  2004  American  Century  Services  Corporation 
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Massive  wheels.  And  agility  that  defies  logic. 


The  New  X5  4.8is 


bmwusa.com 
1-800-334-4BMW 


The  Ultimate 
Driving  Machine* 


Flip  the  screen 

and  it's  a 
notebook  PC. 


Turn  distraction  into  inspiration. 

:'s  a  notebook  PC,  and  with  a  flip  of  the  screen  it's  as  simple  to  use  as  a  pad  and 
pen.  It's  a  Tablet  PC.  Now  you  can  write  ideas  down  or  sketch  them  out,  right  on  a 
spreadsheet*  or  right  on  an  instant  message.  Plus  it  runs  the  full  range  of  Windows5  XP 
compatible  applications,  including  the  new  Microsoft'  Office  System,  so  theycan 
be  at  your  command  wherever  you  go.  See  it  in  action  at  microsoft.com/tabletpc 


is 

Windows 

Tablet  PC  Edition 


Microsoft 


*Excel  software  not  included  with  the  Tablet  PC  and  must  be  purchased  separated  logo,  Windows,  the  Windows  logo,  the  Windows  Start  logo,  and  "You 

^^^^^^^^^^^■Hbdenwks  or  trademartepfMicrosoftCorporation  in  the  United  States  and/or  other  countries.  The  names  ofactual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respedi 
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Like  it  or  not,  the  global  economy  will  stay  that  way. 

Wall-f  o-Wall  Wal-Mart 

The  world's  biggest  retailer — and  30th-largest 
"economy" — is  learning  the  ropes  outside  the  U.S. 
By  Bruce  Upbin,  Russell  Flannery,  Joshua  Levine, 
Benjamin  Fulford  and  Kerry  A.  Dolan 
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middlemen  will  take  it  from  there.  By  Matthew  Swibel 
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tea  broker  to  techie  in  Bangalore.  The  two  sides  of 
offshoring.  By  Kerry  A.  Dolan  and  Robyn  Meredith 
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"We're  still  very  young  at  this. 
We're  still  learnrng." 


If  you  want  to 
make  a  quick  buck, 
forget  it." 


The  U.S.  is 
resilient  enough 
to  get  out  of  this." 
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MEGAHERTZ: 

How  you'll  feel  without 
a  Linux  strategy. 


je  built  our  reputation  on  keeping  you  covered.  With  the  acquisition  of  SUSE»  LINUX,  Novell  >  now  delivers  the  most  secure  end-to-end  open  source  strategies 
lable.  We'll  implement  and  support  Linux  from  desktop  to  server,  integrating  it  with  your  current  environment,  across  multiple  platforms.  As  you  migrate  to 
ix  we'll  train  and  certify  your  IT  staff  to  deploy  Linux-based  solutions.  You'll  get  award-winning  technical  support,  customized  for  your  business,  24/7/365 
Idwide.  And  the  Novell  Linux  indemnification  program  will  help  prevent  exposure.  We'll  even  make  sure  your  open  source  strategy  actually  meets  your 
iber-one  business  objective  -  making  money.  To  implement  a  Linux  strategy  unsurpassed  for  support,  flexibility  and  cost-effectiveness,  call  1-800-215-2600 
isitwww.novell.com/linux  e  we  speak  your  language. 


A  Novell  is  a  registered  trademark  of  Novell,  Inc  in  the  United  States  and  other  countries  SUSE  is  a  registered  trademark  of  SUSE  AC,  a  Novell  company. 


Novell 


The  hottest 
drug-deaiing 
business  on 
the  globe. 
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At  Mcirsico  Funds,  the  investments  we  value  most  reach  beyond  the  financial 
world.  For  you  and  for  us,  sharing  hopes  and  dreams  with  family  is  what 
truly  matters.  That's  why  we  invest  in  our  funds  right  alongside  you.  Because 
all  of  us  want  to  experience  more  of  what  we  truly  value  in  life.  Life  itself. 
You  should  consider  the  Funds' .  investment  objectives,  risks  and  charges 
and  expenses  carefully  before,  investing.  For  a  prospectus,  which  contains 
this  and  other  information  about  the  Funds,  call  888-860-8686  or  visit 
marsicofunds.com.  Please,  read  the  prospectus  carefully  before  investing. 
Mutual  fund  investing  involves  risks,  including  the  possible  loss  of  principal. 
©2004  Marsico  Capital  Management,  LLC.  UMB  Distribution  Services,  LLC,  Distributor. 
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Fairfield 


Harriott 


AT  THE  NEXT  INTERSECTION, 
TAKE  THE  HIGH  ROAD. 

It's  a  big  country,  with  something  different  around  every  bend. 
Experienced  travelers  know,  wherever  their  business  takes 
them,  they  can  always  find  comfort,  convenience,  and  more 
than  their  money's  worth  at  Fairfield  lnn.s  With  over  500 
hotels  nationwide,  there's  always  a  Fairfield  Inn  close  by.  At 
the  intersection  of  comfortable  and  affordable,  to  be  precise. 
Fairfield  Inn.  For  travelers  who  know.™ 

IT'S  THE  MARRIOTT  WAY.5 


Call  1-800-771-LOOK 
or  visit  Marriott.com 
to  learn  more 
about  Marriott's 
Look  No  FurtherSM 
Best  Rate  Guarantee. 


S  2004  Marriott  International,  Inc. 
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RUN  EVERYTHING  FASTER 

Only  VERITAS  software  identifies  the  root  cause  of  performance  problems,  from  business 
applications  all  the  way  down  to  storage  arrays.  Software  for  Utility  Computing.  At  veritas.com 
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ARMANI 

C  O  L  L  E  Z  I  O  N  I 


KONICA  MINOLTA 


What  if  you  could  snap  a  picture 
of  any  place  on  earth  from  home? 

What  if  your  office  printer  could 
advise  you  on  a  better  design  for  your 
docu  ments? 

What  if  your  copy  machine  could 
output  in  3D? 

What  if  printed  images  could  talk? 

What  if  you  could  get  a  daily 
health  check  from  a  single  lens? 

What  if  you  could  take  a  picture 
by  blinking  and  scan  data  with  a  finger? 

What  if  you  had  a  camera  that 
could  record  your  dreams? 

What  if  your  words  turned  into 
pictures  for  others  to  see? 

In  the  coming  years,  Konica  Minolta  cameras,  optical  devices,  office 
equipment,  medical  and  graphics  systems  and  other  imaging  technologies  will  not 
only  change  how  you  see  and  create,  but  how  you  dream  and  imagine. 

Look  into  the  power  and  potential  of  Konica  Minolta  imaging. 
See  the  future  in  What  If. 

http://konicaminolta.com 
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How's  Your  Perl?  Foreigners  have  stolen  our 

low-end  manufacturing  jobs.  Now  they  are  putting  high-paid 
programmers  out  of  work,  too.  No  one,  it  seems,  is  safe. 

Kerry  Dolan  and  Robyn  Meredith  look  at  the  two  sides  of 
the  outsourcing  coin  in  a  story  on  page  94.  It's  a  scary  saga.  An 
offshore  programming  contractor  offers  some  advice:  Don't 
take  up  radiology,  because  someone  in  Bangalore  might  under- 
cut you.  Study  to  be  a  heart  surgeon. 

Unfortunately,  cardiology  residency 
programs  are  already  pretty  crowded, 
and  the  advice  in  any  event  is  of 
no  use  to  a  professional 
who  gets  laid  off  at  A 
59.  What  else  can 
you  do  to  survive  m 
in  a  global  econ-  M 
omy?    I  found 
something  reas-  * 
suring  recently  in 
chatting  with  a  fel- 
low in  Birmingham, 
Mich,  about  his  job  skills. 

Gregory  Geissbuhler,  40,  got  a  degree  in  engineering,  then 
went  into  his  family's  hardware  business.  For  17  years  he  has 
been  selling  hard-to-find  repair  parts  for  things  like  windows, 
doors  and  school  lockers.  It's  tough  to  make  a  buck  manufac- 
turing any  of  these  doohickeys — the  Geissbuhlers  do  less  and 
less  of  that — but  finding  and  selling  parts  made  by  others  is  a 
business  in  which  experience  is  rewarded.  As  anyone  who  has 
ever  tangled  with  a  window  can  attest,  the  cost  of  the  busted 
piece  of  metal  is  tiny  compared  to  the  labor  cost  of  finding  the 
replacement  that  fits.  A  customer  service  rep  in  India  is  going  to 
have  a  hard  time  competing  in  this  business. 

To  stay  ahead  of  domestic  competitors,  Geissbuhler 
decided  to  put  his  hardware  skills  online.  "If  I  had  outsourced 
the  work,  I  would  have  spent  most  of  my  time  explaining 
to  the  programmer  the  difference  between  a  left-hand 
and  a  right-hand  window  crank,"  he  says.  So  he  built 
homewindowrepair.com  himself,  using,  among  other  tools 
a  language  called  Perl.  His  training  came  from  the  book  Sam', 
Teach  Yourself  Perl  in  24  Hours  and  from  experimentation  with 
programs  like  Adobe's  GoLive.  It  helped  that  he  had  studied 
Fortran  in  college. 

If  your  value  in  the  job  marketplace  is  years  of  experience — 
whether  in  publishing  or  bond  trading  or  retailing  or  drug 
research — you  may  yet  wind  up  with  a  pink  slip  at  any  time.  If 
you  are  fresh  out  of  school  with  a  programming  degree,  you 
have  to  compete  with  low-price  talent  overseas.  Marry  the  two 
kinds  of  skills,  though,  and  you  can  thrive  in  a  global,  digital  age. 


i/v  Editor 
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hat  others  miss. 

t  Deutsche  Bank  we  share  your  passion 
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Dtential,  for  cutting  to  the  chase. 
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ading  financial  institutions.  And  it's  why 
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id  around  the  world,  trust  us  to  perform. 
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Stumbling  Block? 

After  reading  "Lego's  Tumble"  (Follow- 
Through,  Feb.  16,  p.  46),  I  must  refute 
the  reference  to  Bionicle  as  a  "bad  bet" 
and  preamble  to  Lego's  2003  results. 
Bionicle,  now  entering  its  fourth  year,  is 
the  top-selling  line  for  our  company 
globally,  with  sales  in  North  America 
alone  reaching  nearly  a  half-billion  dol- 
lars. Some  87%  of  boys  ages  6  through 
12  are  aware  of  the  property,  which 
is  also  the  third-highest-grossing 
licensed  book  property  for  Scholastic. 
Bionicle.com  gets  1  million  visitors  per 
month.  And  Bionicle:  Mask  of  the  Light 
was  the  eighth  most  popular  direct-to- 
video  release  last  year.  Indeed,  Bionicle 
has  been  a  strong  vehicle  for  retaining 
boys  on  the  Lego  system  as  they  get 
older.  It  has  also  served  as  a  recruitment 
tool  for  new  Lego  fans.  Bionicle,  as  it 
were,  is  one  of  our  most  important  and 
successful  lines. 

MICHAEL  MCNALLY 
Senior  Brand  Relations  Manager, 
Lego  Americas 
Enfield,  Conn. 

Protecting  the  Family  Jewels 

I'm  saddened  that  "Rhinestone  Heiress" 
(Mar.  15,  p.  74),  about  the  Swarovski 
family  business,  focused  on  conflict 
rather  than  the  tremendous  vitality  of 
the  Swarovski  company.  Neither  I  nor 
my  family  has  been  given  proper  ac- 
knowledgment for  our  achievements.  I 
fully  believe  in  and  support  the  com- 
pany. I'm  proud  of  its  unsurpassed  cut- 
ting expertise,  product  innovation,  mar- 
keting and  branding  strategies.  I 
appreciate  all  those  who  use  our  prod- 
ucts, from  fashion  designers  to  collec- 
tors. And  I  am  proud  that  our  products 
bring  beauty,  joy  and  happiness  to  any- 
one who  encounters  them;  this  to  me  is 
true  success  and  fulfillment.  Swarovski 
is  an  outstanding  company  with  a  great 
future.  I  look  forward  to  playing  a  role 
in  helping  it  achieve  its  enormous 
potential. 

NADJA  SWAROVSKI 
V.P.  of  International  Communications, 

Swarovski 
London,  U.K. 


SPECIAL  ISSUE 


Billionaires 


THE 

WORLD'S 

RICHEST] 

PEOPLE 


Noblesse  Oblige,  Please 

FORBES'  list  of  world  billionaires 
(Mar.  15,  p.  91)  should  stand  for 
something  other  than  creating 
envy  among  readers.  Why  not  re- 
search the  charitable  giving  of  the 
billionaires?  While  as  an  executive 
I  applaud  the  work  and  dedication 
that  goes  into  building  a  successful 
business,  I  believe  FORBES  does  a 
great  disservice  by  focusing  only 
on  accumulating  wealth  for 
wealth's  sake. 

GREGORY  GORMAN 
San  Francisco,  Calif. 

In  fact,  FORBES  does  collect  such 
information.  Significant  philan- 
thropic work  is  usually  noted  in  a 
billionaire's  biography,  published 
on  www.Forbes.com. — ED. 


Thoughts  on  the  Unexamined  Life 

In  "College  Capers"  (On  My  Mind, 
Mar.  29,  p.  40)  John  Moores  continues 
his  inaccurate  and  damaging  assault  on 
the  University  of  California,  Berkeley's 
admissions  process.  We  believe  our 
process  is  fair,  legal  and  consistent  with 
admissions  policy  set  by  the  University 
of  California  Board  of  Regents,  which 
Moores  chairs.  College  admissions 
processes  are  constantly  under  scrutiny. 
Whether  debating  the  merits  of  legacy 
admissions,  affirmative  action  or  the 
value  of  the  SAT,  there's  ample  room  for 
disagreement.  Most  agree  that  one  test 
score  is  no  measure  of  a  student's  drive 
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going  home 
(30,000  feet)* 


Each  path  demands  a  completely  different 
plan  of  action.  We  want  to  learn  as  much 
as  we  possibly  can  about  your  company 
and  your  vision  for  its  future.  Then  and  only 
then  can  we  help  your  vision  become  real. 
Business  is  personal.  We  treat  it  that  way. 


Private  Company  Services 


*connectedthinking 


PricB/VaTerhousE(cdpers  Q 


We  have  created  a  dedicated  group 
focused  on  the  audit,  tax  compliance 
and  planning,  and  business  advisory 
needs  of  private  companies  and  their 
owners.  If  you  would  like  to  learn  more 
about  PricewaterhouseCoopers' 
Private  Company  Services  practice 
contact  the  practice  leader  in  your  area 
or  visit  us  at  www.pwc.com/pcs 

Atlanta 

Bill  Kooymans  678-419-4025 
Boston 

Mike  Carona  617-530-4145 
Charlotte 

Ken  Leahy  704-347-1663 
Mark  Moosa  704-347-1617 

Chicago 

Glenn  Aquino  312-298-2927 
Cleveland 

Rich  Stovsky  21 6-875-31 1 1 

Dallas-Ft.  Worth 

Tom  Codd  214-754-8925 

Detroit 

Dave  VanEgmond  313-394-6531 
Florham  Park 

Mark  Reffner  973-236-4840 
Don  ScotTb  973-236-5530 

Hartford 

Alex  Corl  860-241-7035 
Houston 

Lance  Mosby  713-356-6039 
Los  Angeles 

Russ  McQueen  213-356-6155 
Miami 

George  Baccash  305-347-3584 
Minneapolis 

Ellen  Valde  612-596-4459 
New  York 

Rich  Poccia  646-394-2173 
Philadelphia 

Joe  Ragg  267-330-2270 

San  Francisco 

Mick  Friend  415-498-7478 

St.  Louis 

Steve  Ditman  314-206-8777 

Washington,  D.C. 

Steve  Baker  703-918-3045 

Jamie  Grow  703-918-3458 


04  PricewaterhouseCoopers  LLP.  All  rights  reserved. 
ewaterhouseCoopers"  refers  to  PricewaterhouseCoopers 
3  Delaware  limited  liability  partnership)  or.  as  the  context 
res,  other  member  lirms  ot  PricewaterhouseCoopers 
national  Limited,  each  of  which  Is  a  separate  and 
>endent  legal  entity,  'connectedthinking  is  a  trademark 
IcewaterhouseCoopers  LLP  (US). 


READERS  SAY 

or  accomplishment.  The  UC,  Berkeley 
process  is  called  "comprehensive  review" 
precisely  because  our  decisions  are  based 
on  a  broad  assessment. 

Berkeley  receives  38,000  applications 
each  year  but  offers  admission  to  fewer  than 
11,000.  Priority  is  given  to  academic  ac- 
complishment based  on  dozens  of  factors. 
For  example,  virtually  all  admitted  students 
with  lower  test  scores  have  very  high  CPAs, 
which  we  believe  are  a  better  indicator  of 
potential  success  than  die  results  of  a  three- 
hour  test.  As  for  how  well  our  lower-scoring 
students  compete,  in  the  class  admitted  in 
fall  2002  not  one  student  was  dismissed  for 
academic  reasons.  As  for  the  notion  that 
Berkeley  "discriminates  blatandy"  against 
Asian-Americans,  who  comprise  42.5%  of 
the  undergraduate  population  and  are  a 
vital  part  of  the  campus,  the  allegation  is 
simply  unsupported  by  data.  Moores  con- 
cludes that  "the  path  to  UC  is  pretty 
straightforward:  Work  hard,  take  demand- 
ing courses  and  demonstrate  academic  suc- 
cess." We  could  not  have  said  it  better. 

ROBERT  M.  BERDAHL 

Chancellor,  Univ.  of  California,  Berkeley 
Berkeley,  Calif 

On  Mar.  18  the  UC  Board  of  Regents  passed 
a  resolution  by  an  8-6  vote  rebuking  Moores 
for  his  essay  in  FORBES. — ED. 

Frankly  Speaking 

Regarding  "Disney's  Sinergy"  (Mar.  15, 
p.  52),  I  don't  give  a  damn  what  Roy  Dis- 
ney and  Stanley  Gold  invest  in.  I  don't  give 
a  damn  what  Shamrock  owns.  I  don't  give 
a  damn  what  Ansell  manufactures.  FORBES 
shouldn't  give  a  damn,  either.  All  I'm  con- 
cerned about  is  Disney  stock  performance 
over  the  last  five  years — it  has  underper- 
formed  the  Dow,  Nasdaq  and  S&P. 

FRED  FULD 

President,  Investment  Research  Institute 
Concord,  Calif 

Posthumous  Props 

Regarding  "Edifice  Complex"  (Mar.  15, 
p.  60),  FORBES  cites  examples  of  compa- 
nies that  recently  built  grand  headquar- 
ters but  are  in  a  period  of  corporate  de- 
cline. I  believe  this  philosophy  was  first 
promulgated  by  C.  Northcote  Parkinson 


as  one  of  his  "Parkinson's  Laws"  [which 
said  that,  as  Britain's  overseas  empire  de- 
clined in  importance,  the  number  of  em- 
ployees at  the  Colonial  Office  increased]. 
By  mid-20th  century  the  Colonial  Office 
had  built  a  huge  office  complex  but  had 
almost  no  one  left  to  rule.  As  for  Parkin- 
son, let's  give  the  old  boy  his  due. 

MICHAEL  C.  ELLINGER 
San  Antonio,  Tex. 

A  Competitive  Spirit 

"The  Case  for  Servitude"  (Mar.  1,  p.  70)  as- 
sumes that  noncompete  agreements  are 
economically  efficient.  There's  strong  rea- 
son to  think  they're  not.  FORBES  says  non- 
compete clauses  give  companies  an  incen- 
tive to  spend  more  to  train  employees. 
Those  gains  are  offset  by  employees  who, 
thanks  to  noncompetes,  change  industries 
and  get  retrained.  Regardless,  companies 
always  have  an  incentive  to  provide  good 
training.  Noncompetes  hamper  employee 
mobility  and  make  launching  startups  dif- 
ficult. It's  these  startups  that  often  take  the 
lead  in  innovation,  especially  in  technology. 
And  an  economy  based  on  smaller  compa- 
nies and  frequent  job-hopping  seems  likely 
to  be  a  more  competitive  economy.  That 
results  in  better  compensation,  which  un- 
dercuts the  argument  that  noncompete 
clauses  result  in  overall  gains  for  employees. 

TAIT  GRAVES 
San  Francisco,  Calif 

Baby-Kissing  for  Board  Seats? 

In  "Open  Elections?"  (Mar.  29,  p.  52)  Gen- 
eral Mills'  chief  executive  comments  on 
giving  shareholders  more  power  in  board 
elections,  saying  there  are  risks  "such  as  the 
loss  of  qualified  director  candidates  who 
do  not  want  to  participate  in  contested 
elections."  I'm  making  a  little  leap  here, 
but  relying  on  someone  embarrassed  over 
losing  a  board  election  should  be  a  fright- 
ening prospect  for  shareholders.  Imagine 
how  this  person  would  react  to  a  real  crisis. 

JAMES  J.  TREACY 
Glen  Rock,  NJ. 


Forbes 

Send  e-mail  to  roadorsf'<,forbes.com  or  visii 
www.forbos.com/lctters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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BEATING  DOWN  SUPPLIERS 
ON  PRICE  UNTIL  THEY 
CAN'T  GET  UP? 

THIS  IS  NOT  SPEND  MANAGEMENT. 


STRATEGIC  SOURCING  THAT  RESULTS  IN  THE  BEST  DEAL  FOR  EVERYONE  IS. 

Sure,  hitting  suppliers  for  a  lower  price  can  drive  savings.  But  quality  may 
be  more  important  than  price.  Or  service  may  be  more  important  than  both. 
When  you  move  beyond  a  one-size-fits-all  approach  to  sourcing,  that's  Spend 
Management.  And  that's  Ariba.  We  can  help  implement  strategies  that  evolve 
supplier  relationships  and  transform  your  business.  To  get  your  complimentary 
copy  of  our  helpful  guide,  "Seven  Habits  of  Effective  Sourcing  Organizations," 
please  call  us  at  1-866-772-7422  or  visit  www.ariba.com/source. 

Ariba  Impacts: 

Direct  Materials 
Services 
Facilities 
Capital  Goods 
IT  Equipment 
MRO  Goods 
Outsourcing 
and  more... 

ARIBA® 

This  is  Spend  Management 

STRATEGY  ANALYSIS  SOURCING  PROCUREMENT  SUPPLIERS 


SAMSUNG  DIGIT.;//. 

•v9ryon*'a  invited. 


Want  to  buy  an  LCD  monitor? 
Make  sure  it  has  a  wisevjew  TFTLCD  panel 


When  you'  re  shopping  for  a  monitor,  a  lot  of  brand  names  come  to  mind.  But  before 
you  go  out  and  buy  one,  consider  this  -  a  monitor  is  essentially  a  display  panel, 
just  like  your  television  or  cell  phone  screen.  And  the  most  advanced  display 
technology  on  the  market  is  TFTLCD.  So  the  first  thing  you  should  decide  is  which 
brand  of  TFTLCD  to  ask  for.  And  the  most  advanced  TFTLCD  out  there  is  Wiseview" 

Wiseview.  A  Wise  Choice. 

Wiseview  is  a  trademark  owned  by  Samsung  Electronics  Co  Ltd  www.samsungTFTLCD.com 


wise 
view™ 

SAMSUNG  TFT  LCD 
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FACT  AND  COMMENT 

3y  Steve  Forbes,  editor-in-chief 

'With  all  thy  getting  get  understanding" 


Why  Stocks  Are  Weak 


RESURGENT  INFLATION  IS  ONE  CRITICAL  REASON  STOCKS  HAVE 
stunk  in  recent  weeks.  Inflation  hurts  innovation  because  more 
sxpensive  commodities  suck  up  additional  dollars  in  the  mar- 
ketplace; if  gasoline  prices  remain  as  high  as  they  are,  that  will 
cost  consumers  an  additional  $24  billion  a  year.  So  it's  no  wonder 
that  the  Nasdaq,  which  traditionally  houses  newer,  more  innov- 
ative companies,  has  been  hit  harder  than  the  Dow  industrials. 
Another  factor  behind  swooning  stocks  is  the  possibility  that 


John  Kerry  could  defeat  George  Bush  in  November.  Bush's  econ- 
omy-strengthening tax  cuts  will  not  be  made  permanent  if  Kerry 
takes  the  oath  of  office  next  January.  Since  those  reductions  went 
into  effect  nearly  a  year  ago,  stock  values  have  increased  $2  trillion. 

Fear  of  protectionism  also  hurts  equities.  After  all,  the  disastrous 
Smoot-Hawley  Tariff  was  the  foremost  cause  of  the  Great  Depres- 
sion. Retrogressing  to  protectionism — always  done  in  the  name 
of  protecting  jobs — will  harm  our  economy  and  everyone  else's. 


Bonds  Are  Bad 


IF  YOU  OWN  TEN-YEAR  TREASURY  BONDS,  SELL  'EM— UNLESS 
you  intend  to  hold  on  to  the  things  until  maturity.  Otherwise,  in 
the  next  year  or  so,  you  will  be  sitting  on  a  big,  fat  capital  loss. 
The  same  holds  true  for  other  long-term  bonds.  Interest  rates 
ire  artificially  low.  They'll  be  going  up  soon. 

There's  a  huge  anomaly  out  there:  Commodity  prices  are  high 
[gasoline  prices  keep  moving  up  and  up),  signaling  inflation,  yet 
interest  rates  keep  going  down.  This  inconsistency  cannot  last.  Either 
commodities  will  go  down  or  interest  rates  will  rise.  Unless  the  Fed- 
sral  Reserve  does  some  serious  tightening  soon,  bet  on  the  cost  of 
money  heading  north.  The  inflation  the  Fed  inadvertently  unleashed 
is  beginning  to  course  its  way  through  the  body  economique. 

High-yield  bonds — junk,  in  popular  parlance — should 
also  get  the  gimlet  eye.  They've  had  a  great  run  for  more  than 
a  year.  But  the  spread — the  difference  in  yield — between  junk 


and  long-term  Treasurys  is  near  a  ten-year  low. 

If  you're  going  to  buy  a  house,  do  it  now  and  finance  it 
ASAP.  Given  what  the  Fed  has  done,  there's  no  way  mortgage 
rates  will  stay  in  the  5.3%  neighborhood. 

Columnist  Jim  Grant  (Mar.  29)  is  right  about  Treasury  Infla- 
tion-Protected Securities — they're  too  high-priced  right  now. 

Why  have  interest  rates  acted  so  bizarrely?  Short  term,  at  least, 
bondsters  are  not  going  to  fight  the  Fed.  Why  risk  losses  by  bat- 
tling an  institution  whose  dollar  resources  are  limitless?  With  so 
much  money  sloshing  around,  banks  and  institutional  investors 
are  buying  bonds  in  part  by  default — got  to  put  the  money  some- 
where— and  in  part  because  for  the  banks  it's  so  profitable — bor- 
row at  1%  and  then  buy  ten-year  Treasurys  yielding  3.7%.  Japan, 
to  protect  the  yen,  is  buying  U.S.  bonds  by  the  tens  of  billions  of 
dollars.  But  make  no  mistake,  rates  will  be  moving  up. 


So  What's  an  Investor  to  Do? 


jO  FOR  SHORT-TERM  BONDS.  AND  STICK  WITH  STOCKS.  IT  IS  IN 
jncertain  times  like  these  that  you  can  pick  up  true  bargains.  Despite 
ill  the  political  blather,  the  U.S.  economy  is  strong.  Personal  incomes 
ire  rising.  So  is  capital  spending  by  businesses.  Inventories  remain 
ean — there's  a  lot  of  pent-up  demand  in  the  pipeline.  Cash  is  plen- 
iful — too  plentiful,  in  fact.  Jobs  are  being  created,  even  though  the 
government's  payroll  survey  says  otherwise.  When  the  economy  is 
changing — today  there  are  more  consultancies,  sole  proprietorships 
ind  small  businesses  operating  as  limited  liability  corporations  than 
:ver  before — the  payroll  survey  tends  to  lag  actual  job  creation. 

The  Fed  will — someday — start  to  fight  inflation.  This  decade 
vvon't  be  a  repeat  of  the  1970s. 

China  continues  to  expand.  Japan  grew  7%  in  the  fourth 
quarter  last  year,  its  best  showing  in  more  than  a  dozen  years. 
Despite  Madrid,  Old  Europe  is  showing  signs  of  new  life. 

Spain  is  a  grim  reminder  that  the  war  on  terror  is  far  from  over. 
However,  it  is  being  won;  otherwise  there'd  have  been  many  more 


Madrids  by  now.  Yes,  fanatical  Islamists  will  conclude  that  terrorist 
attacks  can  lead  to  weak-kneed,  appeasement-oriented  regimes,  a  la 
Spain.  But  as  regards  us,  and  most  of  our  allies,  that's  a  delusion. 
Stepped-up  assaults  will  be  our  opportunity  to  destroy  al  Qaeda  and 
al  Qaeda-like  cadres,  weaken  their  morale — and  show  the  world  that 
firmness  and  freedom  will  triumph  over  fear  and  oppression. 

The  election?  The  White  House  is  finally  bestirring  itself  and 
going  on  the  offensive.  The  media  may  be  inclined  to  give  Sena- 
tor John  Kerry  a  prolonged  honeymoon,  but  the  GOP  won't. 
The  public  is  beginning  to  fathom  how  convoluted  and  oft-con- 
tradictory Senator  Kerry's  record  is.  If  the  resolute  eagle  aptly 
symbolizes  George  Bush's  national  security  stance,  then  the 
ever-twirling  weather  vane  symbolizes  John  Kerry's.  Bush  will 
win;  there  will  be  no  re-descent  into  Smoot-Hawleyism. 

Successful  investing  takes  a  strong  stomach.  Preciselv  when 
your  emotions  and  gut  say  get  out  is  the  time  to  get  in  or  stay  in 
and  ride  out  the  brief  storm. 
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FACT  AND  COMMENT 

Shooting  Down  Personal  Responsibility 


THE  U.S.  SENATE  UNFORTUNATELY  DERAILED  THE  PROTECTION 
of  Lawful  Commerce  in  Arms  Act,  which  would  have  prohib- 
ited junk  lawsuits  against  the  firearms  industry.  The  bill  had 
passed  the  House  of  Representatives  by  an  overwhelming  2-to- 
1  margin.  It  would  have  fired  a  shot  across  the  bow  of  trial 
lawyers  and  special  interest  groups  who  want  to  make  laws  by 
judicial  fiat  instead  of  by  going  through  the  legislative  process. 

These  suits  claim  that  arms  manufacturers  and  dealers 
should  be  liable  for  the  acts  of  individuals  who  use  guns  to  carry 
out  crimes.  That's  like  suing  auto  manufacturers  because  bank 


robbers  use  cars  to  flee  the  scene  of  their  crimes.  In  the  proposed] 
law  gunmak'ers  and  distributors  would  still  be  subject  to  suits  for 
negligence  or  defective  products. 

Opponents  of  the  bill  didn't  hide  their  agenda.  These  junk 
suits  are  meant  to  bankrupt  manufacturers,  who  don't  have 
deep  pockets.  They  are  a  way  of  advancing  a  gun-control  agenda 
via  the  courts.  Fortunately,  33  states  have  enacted  similar  legisla- 
tion, but  big  ones,  such  as  New  York  and  California,  have  not. 
Apparently,  we'll  have  to  wait  until  after  the  November  elections 
before  the  bill's  proponents  try  again — as  they  should  and  must. 


Muscling  Up  America 


OLD  EUROPE  HAS  UNINTENTIONALLY  DONE  US  A  BIG  FAVOR.  WE 
should  seize  the  opportunity  to  make  ourselves  more  competitive 
in  this  increasingly  cutthroat  world.  The  European  Union  has 
begun  to  impose  tariffs  on  various  U.S.  exports — exactions  that 
could  end  up  totaling  $4  billion  or  more.  Alas,  the  EU  is  perfectly 
within  its  rights  to  pry  this  money  out  of  our  pockets.  The  World 
Trade  Organization  has  ruled  that  our  tax  export  subsidies — 
known  as  Foreign  Sales  Corporation  and  Extraterritorial  Income 
Exclusion  provisions — are  illegal.  The 
Europeans  have  won  every  battle  with 
us  at  the  WTO,  even  though  they  rou- 
tinely rebate  domestic  value-added  taxes 
to  companies  that  export  goods  and 
services  from  their  countries.  Typically, 
Congress  has  dithered  over  removing 
these  tax  breaks,  even  though  lawmak- 
ers have  had  considerable  time  to  do  so. 

The  U.S.  has  the  highest  corporate 
tax  rate  in  the  industrial  world,  except 
for  Japan's.  Our  35%  levy  (add  another 
5%  for  state  taxes)  stands  in  vivid  contrast  to  Ireland's  12.5%.  Even 
Germany  and  France  have  lower  rates  than  we  do. 

The  best  solution  is  simple — cut  the  rates  dramatically.  We'll  end 
up  with  more  economic  growth  and  federal  revenue.  Here's  why. 

Our  current  tax  code  perversely  encourages  U.S.  companies 
to  reinvest  their  overseas  profits  overseas  rather  than  repatriate 
them.  If  you  bring  the  money  home,  you  could  lose  40%  of  it  to 
the  tax  collector.  Leave  it  overseas  and  you'll  have  more  left  over. 
There  are  some  $300  billion  of  orphaned  profits  abroad.  Repre- 


All  manner  of  products  now  face  new  import  taxes  in 
Europe.  Those  levies  will  rise  if  Congress  doesn't  act. 


sentative  Phil  English  (R-Pa.)  wants  to  give  companies  a  one- 
year  holiday,  during  which  they  could  bring  that  money  home 
and  be  taxed  at  the  low  rate  of  5.25%.  Good  idea,  but  if  a  low 
rate  is  good  for  one  year,  why  not  make  it  permanent? 

Washington  forces  American  companies  with  facilities  in  for- 
eign countries  to  pay  taxes  to  Uncle  Sam,  in  addition  to  the  taxes 
they  pay  the  foreign  countries  in  which  these  facilities  are  located. 
Other  governments  don't  do  this.  When  an  Irish  company  makes 
a  profit  in  the  U.S.,  the  company  ren- 
ders unto  Washington  what  it  is  sup- 
posed to  render — and  owes  no  tax  in 
Ireland  on  those  profits.  This  obviously 
hurts  U.S.  competitiveness  and  has  the 
unintended  consequence  of  encourag- 
ing foreign  companies  to  buy  up  ours. 

In  return  for  repealing  our 
offending  export  subsidies,  some  in 
Congress  want  to  give  special  subsi- 
dies to  manufacturers.  A  better 
approach  would  be  that  advocated  by 
Senators  Jon  Kyi  (R-Ariz.)  and  Don  Nickles  (R-Okla.),  which 
would  simply  cut  the  corporate  tax  rate  for  every  company. 

Washington  cognoscenti  claim  the  Kyl/Nickles  approach  is 
dead  on  arrival.  Tax  simplicity  to  these  politicians  is  what  garlic 
is  to  Dracula.  Nonetheless,  Congress  should  slash  the  corporate 
tax  rate  to  a  permanent  level  resembling  that  in  Phil  English's 
plan.  It  should  end  our  global  taxation  of  U.S.  companies,  just  as 
other  countries  have  ended  global  taxation  of  their  companies. 
Then  watch  the  world  envy  our  resurgent  prosperity. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Asiate- Mandarin  Oriental  hotel,  80  Columbus  Circle  (Tel.: 
212-805-8881).  A  little  bit  French,  a  little  bit  American,  with  a 
touch  of  pan -Asian.  Results  are  delicious.  (Don't  miss  the  excel- 
lent prawn  appetizer  or  the  cod  with  seaweed  salad.)  Insist  on  a 
window  table;  the  35th-story  view  of  Central  Park  is  spectacular. 

•  Arabelle- Hotel  Plaza  Athenee,  37  East  64th  St.  (Tel.:  212- 
606-4647).  Highly  recommended  for  a  quiet,  elegant  French 


dinner,  with  no  hint  of  '  nouvelle"  anywhere.  You  can't  go 
wrong  with  the  roasted  chicken,  the  steak  or  the  baked  salmon. 
And  for  dessert  try  the  creme  brulee  or  chocolate  mousse. 
•  Ida  Mae  Kitchen-N-Lounge- 1 1 1  West  38th  St.  (Tel.:  212-704- 
0038 ).  Down-home  place  serving  wonderful  contemporary  takes 
on  Southern  classics:  crab  cakes,  Cajun  tuna,  brown-sugar-cured 
Chilean  sea  bass  and  apple  pandowdy.  All  are  scrumptious.  F 
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WHAT  CAN 

DOMINOES 

TEACH  US  ABOUT 

LOAN  SYNDICATIONS? 

■ 

Professional  assembly  ensures  amazing  results. 


At  Wachovia  Securities,  we  learn  from  the  world  around  us.  It's  what  has  helped  us  to  remain  at 
the  forefront  of  an  evolving  loan  market.  Whether  we're  setting  a  market  standard  with  an  investment 
grade  revolver  or  performing  a  structured  leveraged  buyout,  we're  dedicated  to  flawless  execution. 
We  possess  the  expertise  and  insight  of  the  best  investment  banks  combined  with  the  experience 
and  capital  of  leading  corporate  banks.  Talk  to  us.  Together,  we  can  achieve  uncommon  results. 


wachovia 
Securities 

Uncommon  Wisdom 


Wachovia  Securities  is  the  trade  name  for  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia 
Capital  Markets,  LLC  ("WCM"),  member  NYSE,  NASD,  SIPC.  ©  2004  Wachovia  Corporation 


EMC 

High-perfo 
services,  delivered. 

As  the  global  leader  in  information  storage,  EMC 
identified  an  important  business  opportunity 
in  storage  consulting  services,  a  rapidly 
growing  professional  services  market  with 
no  dominant  player.  The  company  engaged 
Accenture  to  help  transform  a  segment  of 
EMC's  Services  organization  into  a  best-in-class 
consulting  operation  called  Information 
Solutions  Consulting  (ISC).  Under  the  direction 
of  EMC,  with  consulting  service  delivery  and 
operational  management  from  Accenture, 
ISC  is  helping  companies  turn  information 
into  business  value,  while  at  the  same  time 
creating  a  high-performance  business  unit 
for  EMC. 


yeth 

High-performance  R&D,  delivered. 

Determined  to  boost  its  output  of  innovative 
new  medicines,  Wyeth's  research  &  development 
leadership  teamed  with  Accenture  to  reengineer 
the  way  the  pharmaceutical  company  discovers 
new  molecular  entities  and  moves  them 
through  preclinical  development  and  clinical 
trials.  The  companies  designed  and  implemented 
vast  changes  to  streamline  operations  and 
dramatically  improve  the  effectiveness  of 
Wyeth's  proven  R&D  organization.  Now,  three 
years  into  the  initiative,  the  productivity  of 
Wyeth's  drug  discovery  effort  has  risen 
400  percent,  early  clinical  trial  cycle  times 
have  been  cut  by  60  percent,  and  a  new 
high-performance  model  for  outsourcing 
clinical  data  management  is  substantially 
reducing  costs  by  about  50  percent. 


accentur 

High  performance.  Deliver 


OTHER  COMMENTS 


Death  and  sorrow  will  be  the  companions  of  our  journey; 
hardship  our  garment;  constancy  and  valor  our  only  shield. 
We  must  be  united,  we  must  be  undaunted,  we  must  be  inflexible. 

—WINSTON  CHURCHILL  (Oct.  8,  1940) 


Nothing  to  Celebrate  The  first  step  in  developing  a 
policy  of  nonappeasement  of  terrorists  is  to  understand  how 
the  world  actually  works.  Unfortunately,  when  it  comes  to  the 
Madrid  bombings  and  the  resulting  political  sea  change  in 
the  Spanish  election  three  days  later,  much  of  the  establishment 
press  is  blinded  to  the  reality  that  appeasement  emerged  victori- 
ous in  [Spain's]  election.  The  New  York  Times  celebrated  the 
election  of  Jose  Luis  Rodriguez  Zapatero,  a  strident  foe  of  send- 
ing Spanish  troops  to  Iraq,  as  "an  exercise  in  healthy  democ- 
racy." The  Financial  Times  described  the  election  as  "an  exem- 
plary display  of  democratic  conviction." 

We  don't  doubt  that  the  election  accurately  reflected  the  will 
of  the  Spanish  people,  nor  would  we  urge  any  government  to 
govern  undemocratically.  But  when  people  in  a  democratic  coun- 
try can  be  intimidated  by  terrorism,  and  the  policy  process 
manipulated  for  dark  ends,  that  is  not  something  to  be  celebrated. 

— Washington  Times 

A  Competitive  Edge  Recent  scandals  have  given  cor- 
porate taxes  some  buzz  and  given  politicians  fodder  for  some 
breast-beating  populism.  Today's  villains  are  U.S.  companies 
that  reincorporate  offshore,  in  such  places  as  Bermuda,  and 
businesses,  such  as  Enron,  that  pursue  complex  tax  avoidance 
schemes.  The  scandals  obscure  the  fact  that  most  American  cor- 
porations actually  pay  the  government  huge  amounts  of  tax. 

In  recent  years  most  of  our  trading  partners  have  cut  their 
corporate  tax  rates  to  boost  competitiveness.  Smart  countries, 
such  as  Ireland,  have  recognized  that  sharp  corporate  tax  cuts 


M  

"J  agree — the  idea  of  cloning  humans  is  disgusting.' 


will  attract  foreign  investors.  While  numerous  factors  affect 
investment  flows,  America's  uncompetitive  corporate  tax  drives 
away  domestic  and  foreign  firms  whose  investments  would  cre- 
ate U.S.  jobs  and  spur  economic  growth. 

The  reality  is  that  Enron's  tax  avoidance  and  corporate 
interest  in  Bermuda's  sunny  tax  climate  represent  "canary  in  the 
mineshaft"  warnings  to  Congress  that  the  corporate  tax  code  is 
overdue  for  a  fundamental  overhaul.  We  are  now  laggards — 
even  socialist  countries,  such  as  Denmark  and  Sweden,  have 
lower  corporate  tax  rates  than  we  do.  By  retaining  a  high  rate, 
the  U.S.  cedes  mobile  investment  capital  to  other  countries,  ulti- 
mately hurting  American  workers  because  less  investment 
means  lower  productivity  and  reduced  wages. 

—CHRIS  EDWARDS,  Cato  Institute,  Investor's  Business  Daily 

Derring-Dos— and  Don'ts  we  fail  far  more  often 

by  timidity  than  by  over-daring. 

—DAVID  GRAYSON 

The  Fed's  Pickle  The  Federal  Reserve  knows  that 
monetary  policy  is  excessively  accommodative,  but  it  also  knows 
that  any  move  to  rectify  the  situation  would  send  bond  yields 
up  sharply.  As  a  result,  like  a  base  runner  caught  between  first 
and  second  base,  the  Fed  is  in  a  pickle.  But  instead  of  trying  to 
make  it  back  safely  to  first  base  or  going  boldly  on  to  second,  the 
Fed  has  decided  to  take  a  small  step  backwards,  close  its  eyes, 
and  hope  the  market  stops  thinking  about  monetary  policy. 

—BRIAN  S.  WESBURY,  chief  economist, 
Griffin,  Kubik,  Stephens  &  Thompson 

Deficit  Debate  Today's  deficit  debate  is  largely  a  cha- 
rade. The  proponents  of  big  government  shed  crocodile  tears 
about  the  deficit  because  they  want  higher  taxes.  Yet  historical 
evidence  clearly  shows  that  higher  taxes  tend  to  encourage  more 
government  spending  and  hurt  the  economy — and  both  of 
these  factors  can  cause  the  deficit  to  climb  still  higher.  Worse, 
higher  taxes  would  hurt  U.S.  competitiveness,  making  America 
more  like  France  and  other  European  welfare  states.  To  save  our 
children  and  our  grandchildren  from  such  a  fate,  we  should 
keep  cutting  taxes  and  finally  get  serious  about  reducing  the 
burden  of  government  spending.  That  may  not  carry  the  politi- 
cal allure  of  vilifying  tax  arts — but  at  least  it's  accurate. 

—DANIEL  J.  MITCHELL,  Heritage  Foundation 

Busting  the  Budget  A  budget  tells  us  what  we  can't 
afford,  but  it  doesn't  keep  us  from  buying  it. 

— WILLIAM  FEATHER  F 
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If  a  truer  symbol  of  the  archetypal  lawyer  exists,  may  it  stand  up  and  be  known. 
At  Heller  Ehrman  you  won't  find  heavily  starched  attorneys  thinking  equally, rigid 
thoughts.  Instead,  you'll  find  teams  of  spirited  individualists  losing  beyond  the 
expected  to  the  exceptional,  where  the  extraordinary  solutydns  are  found. 


WWW.HEWM.COM 


HellerEhr 


A    T    T    O     R     N     f.  Y 


Challenging  the  laws  of  convention. 


We  all  have  aspirations.  The  challenge  is  being  able  to  fulfill  them.  For  that,  you  need  a  partner  with  a 
proven  record  of  success.  Friedman  Billings  Ramsey  ranked  as  the  #3  underwriter  of  IPOs  in  2003.* 
In  addition,  FBR  ranks  #1  among  all  major  investment  banks  for  the  1,  3  and  5  year  periods  ending  12/31/03 
for  the  aftermarket  performance  of  our  lead-managed  equity  underwritings.'  So  dream  big.  Whatever 
your  vision  may  be,  we'll  be  with  you  every  step  of  the  way.  For  more  information,  please  visit  fbr.com. 


FBR 

Friedman  Billings  Ramsey 

CAPITAL  FOR 
YOUR  CONQUEST 


Source  is  Oealogic  'Relates  to  total  $  amount,  w/over-allotment.  of  US  IPOs  priced  between  1/1/03  and  12/31/03,  with  full  credit  to  all  bookrunners.  excluding  American  Depository  Receipts  and  closed-end  funds,  t  Relates  to 
all  public  US  equity  transactions  (IPOs  and  secondaries/foUow-ons.  excluding  closed-end  funds)  and  all  industries.  Transactions  and  performance  priced  thru  12/31/03-  Non-weighted  average  aftermarket  performance. 
Ranked  among  lead  managing  underwriters  of  more  than  10  transactions  for  the  1  year  period,  and  more  than  30  transactions  for  the  3  and  5  year  periods.  Past  results  are  no  guarantee  of  future  performance. 
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CURRENT  EVENTS 

By  Paul  Johnson 


Deterrence  for  the  21st  Century 


IN  FIGHTING  INTERNATIONAL  TERRORISM,  PRESIDENT  BUSH  HAS 
rightly  tried,  whenever  possible,  to  respect  the  rules  and  conventions 
of  international  law.  At  the  same  time,  however,  the  President  has 
not  hesitated  in  making  hard  decisions  to  protect  the  lives  of  his  cit- 
izens or  uphold  his  nation's  interests  when  the  law  has  been  unclear, 
irrational  or  nonexistent.  There  have  always  been  times  during  the 
slow  advance  of  civilization  when  the  righteous  have  been  obliged 
to  follow  the  dictates  of  conscience  rather  than  legal  precedent. 

This  has  happened  throughout  U.S.  history.  As  pioneer  settlers 
moved  west  and  put  the  virgin  land  under  the  plow,  they  had  to 
make  laws  for  themselves.  And  time  and  again  American  Presidents 
have  been  obliged  to  make  dramatic  decisions  for  the  public  good 
without  being  able  to  quote  legal  chapter  and  verse  to  support  them. 

Thus  George  Washington,  assuming  executive  powers  that  had 
never  before  been  exercised,  put  down  the  Whiskey  Rebellion,  which 
was  threatening  the  basis  of  civil  government,  especially  its  right  to 
raise  taxes.  Abraham  Lincoln  did  the  same  in  dealing  with  the 
South's  secession.  Theodore  Roosevelt,  through  his  determination 
to  see  the  Panama  Canal  built — an  act  he  judged  essential  to  the 
long-term  security  of  the  U.S. — brought  a  new  country,  Panama, 
into  existence  because  its  leading  citizens  were  prepared  to  expedite 
the  project.  Franklin  Delano  Roosevelt,  in  the  strictest  secrecy,  audio- 
rized  the  expenditure  of  vast  sums  on  the  Manhattan  Project  in 
order  to  build  the  first  nuclear  bomb.  And  Harry  S.  Truman  autho- 
rized its  actual  use  against  Hiroshima  and  Nagasaki,  bringing  the 
war  in  the  Pacific  to  a  speedy  end  and  thus  saving  millions  of  lives. 

These  were  all  essentially  executive  decisions.  These  Presi- 
dents acted  in  what  they  believed  to  be  the  spirit  of  the  U.S.  Con- 
stitution and  the  best  interest  of  their  country.  Attempting  to 
consult  national  or  global  opinion  or  seeking  guidance  from  the 
courts  would  have  been  impractical  or  led  to  fatal  delays. 

President  Bush  has  realized  that  in  dealing  with  terrorism, 
trying  to  secure  unanimity  through  consultation  is,  in  effect,  an 
abdication  of  responsibility.  In  such  cases  the  man  in  the  White 
House  has  to  do  his  duty  as  he  sees  it.  His  conscience  is  the  law. 
So  far,  Mr.  Bush's  decisions  have  been  justified  by  events. 

Deterrence:  An  Important  Tool 

The  special  detention  facility  at  Guantanamo  Bay  was  created 
through  an  unprecedented  interpretation  of  military  law  to  meet  a 
threat  that  is  without  precedent.  But  already  it  is  clear  that  the  Guan- 
tanamo system  of  justice  has  been  a  powerful  deterrent  to  young 
Muslims  who  were  being  goaded  into  mass  murder  by  bloodthirsty 
clerics.  Where  war-crimes  tribunals  have  failed,  that  grim  place  in 


Cuba  has  succeeded.  It  has  imprinted  itself  upon  the  world's  mind 
as  a  place  to  be  avoided.  Young  Muslim  fanatics  do  not  fear  death 
and  martyrdom,  but  they  do  fear  being  locked  up  in  a  hellish  cage. 

President  Bush  should  look  for  other  opportunities  to  apply 
this  policy.  After  all,  the  successful  application  of  deterrence  is 
what  enabled  the  U.S.  and  its  allies  to  win  the  Cold  War.  By 
destroying  and  replacing  the  evil  regimes  in  Afghanistan  and 
Iraq  and  by  imprisoning  their  leaders  or  forcing  them  to  become 
desperate  fugitives,  Mr.  Bush  has  sent  a  powerful  message  to 
other  violent  and  dangerous  dictators.  To  judge  by  the  subse- 
quent behavior  of  two  of  them — President  Muammar  Qaddafi 
of  Libya,  who  has  abandoned  his  weapons  program,  and  Presi- 
dent Bashar  al-Assad  of  Syria,  who  has  dropped  many  (but  not 
all)  of  his  destructive  activities — the  message  is  getting  through. 

Further  Steps  May  Be  Required 

Some  totalitarian  regimes,  however,  still  seem  bent  on  secretly 
building  weapons  of  mass  destruction,  either  to  use  in  their  own 
aggressive  plans  against  neighbors  or  to  sell  to  terrorist  organi- 
zations. Under  current  international  law  such  threats  are  very 
hard  to  combat.  But  the  consequences  of  failing  to  do  so — the 
explosion  of  a  "dirty"  nuclear  device  in  New  York  City,  for 
example — are  fearful  to  contemplate.  For  a  lawless  regime  to 
prepare  such  a  device  would  be  an  act  of  war  against  the  civi- 
lized world,  justifying  preventive  measures.  I  believe  the  U.S. 
would  be  within  its  rights  to  announce  to  the  world  that  it  will 
assume  any  such  weapons  programs  to  be  deliberately  directed 
against  the  American  people  and  that  where  such  programs  are 
identified,  the  U.S.  reserves  the  right  to  act,  in  self-defense,  with- 
out warning,  using  such  force  as  is  required  to  render  the 
weapons  useless.  The  U.S.  should  follow  up  this  warning  by  cre- 
ating military  forces  capable  of  delivering  preemptive  strikes, 
anywhere  in  the  world,  sufficient  to  eliminate  any  such  threats. 

The  obvious  example  of  such  a  regime  is  North  Korea,  which 
may  already  have  contracted  to  make  nuclear  weapons  for  terrorist 
groups.  I  believe  the  North  Korean  leadership  is  so  committed  to  evil 
and  has  become  so  arrogant  that  the  U.S.  will  be  obliged,  sooner  or 
later — with  or  without  the  support  of  other  law-abiding  states — to 
take  measures  to  disarm  North  Korea  by  force.  This  will  be  one  of 
the  great  tests  of  President  Bush's  second  term — assuming  voters 
give  him  one.  The  sooner  he  makes  Americans  aware  of  this  possi- 
ble duty  and  assembles  the  necessary  forces  to  discharge  it,  the  bet- 
ter. Who  knows,  deterrence  thus  publicly  demonstrated  might  be 
effective  even  in  Pyongyang.  It  will  certainly  work  elsewhere.  F 


Forbes 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  Director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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"Secure  Web  access  to  our 
key  applications  without  a 
single  rewrite  was,  by  itself, 
a  huge  benefit  from  using 
Citrix.  In  addition,  Citrix 
cut  annual  telecom  costs  at 
our  370  dealerships  by  40%." 


Joyce  Vonada,  CIO 
AutoNation,  Inc. 


INFRASTRUCTURE  FOR  THE  ON-DEMAND  ENTERPRISE 

AutoNation  has  rapidly  become  the  largest  retailer 
of  new  and  used  vehicles  in  the  U.S.,  with  370 
dealerships  across  1 7  states.  With  the  need  to  provide 
secure  access  over  the  Internet  to  key  business 
applications  running  on  widely  diverse  IT  systems, 
AutoNation  turned  to  Citrix.  Without  a  single 
rewrite,  Citrix  made  it  possible  for  12,000  users  to 
access  hundreds  of  applications  over  the  Web. 
AutoNation,  along  with  99%  of  the  Fortune  500, 
uses  Citrix*  software  to  deploy  applications  centrally 
for  secure,  easy,  and  instant  access  to  business-critical 
information — anywhere,  anytime,  from  any  device. 
We  call  it  the  on-demand  enterprise.  And  it's  helping 
more  than  120,000  of  our  customers  save  money 
and  reduce  IT  complexity.  To  learn  what  Citrix  can 
do  for  your  business,  call  888-820-7918  or  visit 
www.citrix.com. 


CITRIX 


OS0M  Curs  Syslems.  trc  Al  «yci  reserved  Ob  g  a  ragstered  tracBTerVdCtretSysWrB.  tanffe  US. 
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DIGITAL  RULES 

By  Rich  Karlgaard,  publisher 


What  Makes  Markets  Nervous 


I'VE  NEVER  SEEN  A  U.S.  STOCK  MARKET  (OR  ECONOMY)  THAT  HAS 
prompted  a  wider  range  of  expert  opinion  than  this  one,  now. 
Have  you?  The  range  is  breathtaking — Grand  Canyon-wide. 
Let's  take  a  tour. 

Warren  Buffett,  the  almighty,  says  American  markets,  in 
order  to  correct  for  the  mid- 1982  to  early  2000  stock  market  lol- 
lapalooza,  when  the  Dow  went  from  777  to  1 1,723,  will  sputter 
until  around  2015.  They  will  trace  the  1966-82  period,  when  the 
Dow  hobbled  between  575  and  1000  but  never  got  higher.  The 
Omaha  oracle's  sober  realism  is  echoed  by  a  who's  who  of 
American  investors.  They  include  John  Bogle,  the  founder  of  the 
giant  mutual  fund  Vanguard;  Bruce  Johnstone,  former  manager 
of  Fidelity's  giant  Equity-Income  Fund;  and  Bill  Gross,  the  chief 
investment  officer  for  the  giant  bond  fund  Pimco.  Let's  call  this 
collection  of  experts  the  moderately  bearish  camp. 

Holding  down  the  extreme  end  of  the  bulls'  camp  is  Art 
Laffer.  He's  the  supply-side  economist  and  inventor  of  the  Laffer 
Curve,  which  posits  (accurately,  as  it  turns  out)  that  lower  taxes 
usually  yield  higher  tax  receipts,  thanks  to  the  flurry  of  eco- 
nomic activity  that  always  corresponds  to  reduced  taxes.  In  Jan- 
uary Laffer  said  that  American  stock  markets  are  the  most 
undervalued  they've  been  in  40  years — perhaps  a  quarter  of 
what  they're  really  worth!  Hello,  Dow  40,000! 

Other  supply-side  economists  of  repute  tend  to  agree  with  Laf- 
fer, if  more  cautiously.  They  include  Brian  Wesbury,  chief  economist 
for  Griffin,  Kubik,  Stephens  &  Thompson  and  the  forecaster  I  most 
often  quote  here;  Abby  Joseph  Cohen,  the  perpetually  bullish  (and 
often  right)  analyst  with  Goldman  Sachs;  Ed  Yardeni,  chief  invest- 
ment strategist  of  Prudential  Equity  Group;  and  Larry  Kudlow  of 
CNBC's  Kudlow  &  Cramer  fame.  These  bulls  say  American  pro- 
ductivity, low  interest  rates  and  the  Bush  tax  cuts  have  ignited  a 
multiyear  stock  rally  that  will  overcome  any  historical  gravity. 

That  said,  you  can  spin  on  your  heels  1 80  degrees  and  find 
equally  smart  forecasters  who  are  convinced  that  stocks  will  per- 
form much  worse  between  now  and  2015 — worse  even  than  the 
moderately  bearish  Buffett  and  Bogle  crowd  predicts.  These  very 
bad  news  bears  include  Marc  Faber,  a  Hong  Kong  hedge  fund 
manager,  who  says  Europe  and  the  U.S.  are  in  a  long-term  eclipse 
to  a  rising  Asia.  What  about  the  market's  2003  rally?  It  doesn't 
impress  Jeremy  Grantham  one  whit.  He  is  the  founder  of  the 
Boston  investment  bank  Grantham,  Mayo,  Van  Otterloo  &  Co., 
which  manages  $48  billion — presumably  none  of  it  dumb  money. 
Grantham  said  in  late  2003:  "The  simple  story  is  that  the  market  is 
overpriced  and  will  go  to  a  trend-line  P/E,  which  we  now  believe 
is  16.  Currently  the  market  is  around  24.  This  is  not  just  a  bear 
market  rally  but  the  greatest  sucker  rally  in  history." 

Whoa!  The  greatest  sucker  rally  in  history?  Or  Dow 


40,000?  I  warned  you  that  the  range  of  expert  opinion  was  miles 
wide.  So  where  lies  the  truth? 

Government  Bungling 

Let's  start  with  the  huge  forces  that  are  reshaping  the  global 
economy  all  at  once:  Cheap  technology,  widely  available,  pro- 
ducing stunning  productivity  for  the  dollar;  the  sudden  entry  of 
half  of  the  world's  population  (China,  India,  Southeast  Asia, 
eastern  Europe  and  Russia)  into  the  global  economy;  and  the 
widespread  use  of  Internet  price  transparency  and  arbitrage, 
particularly  for  labor.  Each  of  these  forces,  by  itself,  is  enough  to 
cause  a  large  ripple.  Together,  they  form  an  earthquake. 

Still,  stock  markets  can  deal  with  this  kind  of  change.  In  fact, 
stock  markets  love  change.  What  stock  markets  hate  is  uncer- 
tainty. Tectonic  shifts  do  not  happen  without  governments  tak- 
ing notice,  getting  involved  and  then  helping  or  mucking  up 
things.  Investors  today  are  worried  about  muck-ups.  That's  why 
the  U.S.  stock  markets  have  stalled.  Forget  all  the  talk  about  jobs 
and  deficits.  It's  the  chance  our  government  might  commit  deep 
policy  blunders  that  spooks  this  market.  Blunders  on: 

•  Trade  policy.  lohn  Kerry,  normally  a  free-trader,  now  shakes 
his  fist  at  "Benedict  Arnold  CEOs."  George  Bush's  steel  tariffs 
destroyed  two  American  jobs  for  each  one  saved.  A  whiff  of  pro- 
tectionism is  in  the  air,  and  both  political  parties  are  drawn  to  it. 

•  Telecommunications  policy.  The  stock  market  must  wonder 
why  America,  which  invented  the  Internet,  has  slipped  to  ninth 
in  the  world,  as  ranked  by  Internet  access  speed  per  person. 
South  Korea  is  first.  Japan  has  soared  to  second,  and  its  economy 
is  booming  again.  Next  come  a  passel  of  Scandinavian  countries. 
Italy — Italy! — is  eighth  and  ahead  of  us.  How  low  can  we  sink? 

•  Accounting  standards.  Technology  investors  may  ask  why 
China's  latest  five-year  economic  growth  plan  embraces  American- 
style  stock  options.  Oops.  I  should  have  said  former  American-style 
options.  The  U.S.  government  now  hates  options.  Maybe  it  hates 
the  10,000  Microsoft  employees  who  have  become  millionaires. 

•  Tax  policy.  Markets  prefer  the  15%  rate  on  dividends  and 
capital  gains  to  the  old  rates  of  39.6%  and  20%.  But  President 
Kerry  (a  50-50  probability)  promises  to  veto  any  extension  of 
the  cuts  in  2006. 

•  Monetary  policy.  Turbulent  economic  change  demands 
stable  prices.  That's  all  we  ask  of  our  Federal  Reserve.  That's  all 
the  Fed  should  give  us. 

As  for  stocks,  the  crystal  ball  is  clear.  With  growth-oriented 
U.S.  policy,  the  bull  market  will  resume.  Backward -looking  pol- 
icy will  usher  in  the  age  of  the  bear.  F 


I^OrbCS  I  Visit  Rich  Karl8aarcl's  home  PaSe  at  www.forbes.com/karlgaard 
I  or  e-mail  him  at  publisher@forbes.com. 
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Better  Data  ~  Better  Care 

Start  with  technology  to  improve  doctor/ 
patient  relations.  Sybase  mobile  solutions 
and  Sybase  M-Business  Anywhere  "give 
physicians  access  to  apps  and  records 
right  at  the  point  of  patient  care. 


*S  MOBILE  HEALTHCARE 


Real-time  transactions  be 
doctors  and  pharmacists.  Sybase  SQL 
Anywhere1  and  Sybase  compliance 
solutions  are  the  ideal  prescription  for 
data  security  and  patient  privacy. 


©2004-  Sybase  Ire  Sybase  and  trie  Sybase  logo  are  registered  tradema'l: 


Smarter  Administration 

Sybase  Data  Management  solutions  help 
healthcare  enterprises  respond  faster 
to  patients,  payers  and  providers  while 
reducing  the  costs  and  errors  of  paper- 
based  processes. 


IK 


Sybase  is  the  world's  number  one 
provider  of  mobile  middleware* 
You'll  find  Sybase  technology  at 
work  in  over  80%  of  the  top  100 
companies  in  the  FORTUNE  500® 

Start  your  journey  to  the 
Unwired  Enterprise. 

Sybase 


1$ 


The  Enterprise.  Unwired. 


Download  your  free  copy  of  the  Sybase/Intel 
White  Paper:  Unwiring  the  Enterprise  at 

www.sybase.com/mhc 


1 


INFORMER 


The  Son  Also  Rises-NOT 

Ex- Disney  Co.  producer  David 
Kirkpatrick  says  the  real  reason 
Roy  E.  Disney  wants  the  ouster 
of  boss  Michael  Eisner  is  his  refusal 
last  year  to  consider  for  a  board  seat 
Roy's  son,  Roy  R  Disney.  Kirkpat- 
rick, an  Eisner  supporter  who 
worked  for  him  at  three  studios,  says 
he  was  told  by  a  different  "top  Dis- 
ney official"  that  Eisner  was  put  off 
by  the  Disney  heir's  limited  business 
experience  owning  gyms  and  invest- 
ing in  cremation  facilities.  A  Roy  E.  spokesman  denies  Roy  R  was 
up  for  a  seat.  — Seth  Lilbove 

What's  Entertaining  Is  the  Track  Record 

Edgar  Bronfman  Jr.  (left),  new  boss  and  part- 
owner  of  Warner  Music  Group,  is  expected  to 
hire  as  his  head  technology  strategist  ...  his 
brother-in-law,  Alejandro  Zubillaga.  He 
would  fill  the  shoes  of  company  veteran  Paul 
H  Vidich.  Although  the  music  industry  is  cer- 
'  r3MF tainly  no  stranger  to  nepotism,  some  indus- 
try gossips  cluck  that  Zubillaga,  a  Venezuelan  who  worked  with 
Bronfman  at  the  family's  investment  arm,  Lexa  Partners,  hasn't 
been  steeped  in  the  music  business.  Still,  given  that  the  industry 
is  a  shambles,  that  might  not  be  such  a  bad  thing. — Peter  Kafka 

Feds  to  New  York  City:  Drop  Dead 

Without  congressional  action,  almost  all  high-income  folks 
nationwide  will  be  paying  the  dreaded  federal  Alternative  Mini- 
mum Tax  by  2010.  But  the  future  is  now  for  large  portions  of 
wealthy  New  York  City.  According  to  an  analysis  by  the  city's 
Department  of  Finance,  94%  of  all  city  taxpayers  earning 
between  $200,000  and  $500,000  already  pay  some  AMT  tax,  nearly 
double  the  current  national  average.  Why?  State  and  local  taxes 


informer@forbes.com 

aren't  deductible  when  calculating  AMT,  and  the  New  York  leg- 
islature last  year  raised  the  already-high  levies.  — Janet  Novack 

Remembering  the  Alamo 

A  new  study  by  two  Wharton  professors  says  the  benefit  of  tax 
deductions  for  housing,  including  mortgage  interest,  goes 
mainly  to  rich  folks  in  wealthy  areas.  Using  1999  data,  Todd 
Sinai  and  Joseph  Gyourko  calculated  that  the  average  home- 
owner in  the  San  Francisco  metropolitan  area  got  a  tax  benefit 
of  $26,385,  tops  in  the  nation.  Second  was  nearby  Silicon  Valley 
capital  San  Jose,  at  $24,629.  Bottom  two:  homeowners  in  the 
Texas  border  metropolitan  areas  of  McAllen  and  Brownsville, 
both  checking  in  at  less  than  $1,700.  — J.N. 

Takes  One  to  Know  One 

Exactly  a  week  after  Martha  Stewart's  conviction,  a  Denver 
outfit  called  Executive  Recovery  Partners  issued  a  press  release 
touting  a  strategic  counseling  service  for  "indicted  corporate 
officials."  Here  are  the  credentials  listed  by  founder  and  veteran 
financial  adviser  Will  Hoover:  a  criminal  trial  next  month  on 
charges  of  securities  fraud,  theft  and  racketeering;  personal  and 
corporate  bankruptcy  filings;  and  banishment  by  federal  regula- 
tors from  the  securities  business.  "This  is  a  skill  set  that  I  have 
developed,"  Hoover  says  about  coordinating  legal,  public  rela- 
tions and  psychological  consultants.        — William  P.  Barrett 


Duh! 

In  a  56-page  report  citing  logarithms,  differential  equations  and 
negative  partial  correlations,  the  Federal  Reserve  Bank  of  Kansas 
City  determined  that  workers  prefer ...  to  live  in  good  weather.  There 
was  no  immediate  word  on  the  exact  cost  of  compiling  the  study. 
The  Missouri  wonks  examined  long-term  hot-  and  cold-day 
patterns  in  3,000  U.S.  counties.  This  is  one  of  their  published 
conclusions:  "The  movement  toward  nice  weather  has  been  driven 
by  people's  increasing  their  valuation  of  the  weather's  contribution 
to  their  quality  of  life."  —  Tomas  Kellner 


A  Rose  by  Any  Other  Name  Is  a  Scam 


With  an  estimated  $350  billion  in  counterfeit  goods  sold  worldwide  each  year,  the  policing  efforts  of  law  enforcement  go  way 
beyond  the  traditional  categories  of  fake  Rolex  watches  and  pirated  software.  Below,  some  recent  examples.  —Robert  Reigle  and  J.N. 


ENFORCER 

WHERE 

BOGUS  MATERIAL 

U.S.  Environmental  Protection  Agency 

Washington 

brand-name  flea  and  tick  pesticides 

U.S.  Department  of  Justice 

Atlanta 

CDs  featuring  Britney  Spears 

U.S.  Food  &  Drug  Administration 

Washington 

contraceptive  patches 

Angola  Customs  Office 

Luanda 

80,000  "Bic"  pens 

U.K.  Trading  Standards  Office 

London 

"Harry  Potter"  DVDs  sold  out  of  a  car 

U.K.  Food  Standards  Agency 

London 

"Kirov  Vodka,"  also  tainted  with  methanol 

U.S.  Department  of  Justice 

San  Diego 

Muhammad  Ali,  Tiger  Woods  memorabilia 

U.S.  Department  of  Homeland  Security 

Miami 

roses,  just  before  Valentine's  Day 

U.S.  Department  of  Justice 

Los  Angeles 

"Viagra"  pills  imported  from  China 
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p  Nevv^VqfjrFifth  Avenue  New  York  SoHo  Americana  Manhasset  Beverly  Hills  Chicago  Houston  Galleria  South  Coast  Plaza 
trBltfi  Beach  Bal  Harbour  Shops  San  Francisco  Las  Vegas  Forum  Shops  at  Caesars  Atlanta  Lenox  Square  Santana  Row 
Royal  Hawaiian  Shopping  Center  Ala  Moana  Center  Bahamas  Vancouver 


ON  MY  MIND 


BY  RICHARD  BROOKS,  professor.at  Yale  law  school 


Credit  Where  It's  Due 

Don't  outlaw  pawnshops  and  check  cashers;  insist  they  report  clients'  good  credit. 


LOW-INCOME  CONSUMERS  IN  AMERICA'S  URBAN  AREAS  DO  A 
lot  of  buying  on  credit  using  so-called  fringe  lenders:  pawn- 
shops, rent-to-own  stores,  check-cashing  outlets  and  other 
noncharter  lenders  offering  such  services  as  payday  or  title 
loans  and  tax  refund  anticipation  loans.  Shops  offering  these 
high-cost  short-term  credit  options  and  basic  banking  services 
line  the  streets. 

Informal  credit  markets  are 
nothing  new.  Buddhist  monaster- 
ies ran  pawnshops  in  China  as  far 
back  as  the  fifth  century,  and  the 
presence  of  pawnbrokers  in  an- 
cient Greece  and  the  Roman  Em- 
pire is  also  well  documented.  In 
the  U.S.  of  the  early  1900s,  retail- 
ers and,  to  a  lesser  extent,  pawn- 
shops were  the  primary  sources  of 
consumer  credit.  Eventually, 
locally  headquartered  banks  and 
branch  offices  of  larger  deposito- 
ries joined  the  urban  credit  mix. 
But  beginning  around  the  second 
half  of  the  20th  century  many 
large  credit  institutions  left  U.S. 
cities  as  part  of  a  more  general 
flight  of  urban  wealth.The  result- 
ing concentration  of  poverty  and 
absence  of  banks  promoted  the 
development  of  credit  transac- 
tions tailored  to  the  urban  poor. 

As  the  fringe  credit  market  has  grown,  so  too  has  the  steady 
drumbeat  of  criticism  and  calls  to  restrict  or  do  away  with  fringe 
credit  transactions.  At  the  moment,  legislators  in  at  least  a  dozen 
states,  including  California  and  Illinois,  are  considering  laws  that 
would  constrain  fringe  lenders.  Just  days  after  Ralph  Nader  an- 
nounced his  presidential  candidacy,  he  railed  in  an  interview 
against  "economic  crimes  in  the  ghetto,"  singling  out  "preda- 
tory lending  ...  payday  loans  [and]  rent-to-own  rackets." 

The  calls  for  reform  and  regulation  are  not  unreasonable,  but 
if  we  restrict  fringe  credit  transactions  or  do  away  with  them  alto- 
gether, vast  numbers  of  low-income  borrowers  would  have  no 
access  to  credit  at  all.  There  is  another  way:  Simply  require  or 
encourage  fringe  creditors  to  report  on  their  borrowers'  credit 
records.  As  it  stands  now,  fringe  lenders  deny  their  customers  the 
most  basic  prerequisite  for  access  to  traditional  credit  markets: 
portable  evidence  of  creditworthiness  in  the  form  of  a  credit  history. 


"As  it  stands  now,  fringe  lenders  deny  their 
customers  the  most  basic  prerequisite  for  access 
to  traditional  credit  markets:  a  credit  history." 


A  credit  history  is  the  primary  mechanism  that  conventional 
banks  use  to  assure  repayment  of  consumer  loans,  from  small  credit 
card  advances  to  mortgages.  Banks  use  credit  histories  to  screen  for 
high  default  risks  and  to  discourage  defaults  by  an  explicit  threat  to 
damage  the  borrower's  credit  record  if  he  falls  behind. 

Fringe  credit  transactions,  on  the  other  hand,  neither  rely  on 
I  nor  contribute  to  general  measures 
of  creditworthiness.  A  principal  ef- 
fect of  this  is  to  undermine  banks' 
repayment  threat,  which  discour- 
ages them  from  making  loans  to 
fringe-market  consumers.  Since 
banks  are  less  likely  to  lend  to  them, 
these  customers  have  less  incentive 
to  develop  good  credit  records,  lead- 
ing to  their  being  screened  out  more 
often  at  the  application  stage.  The 
fringe  credit  market  in  effect  bars 
conventional  creditors  from  lower- 
income  markets. 

With  proper  reporting,  low-in- 
come borrowers  could  establish  fa- 
vorable credit  records,  which  would 
make  them  more  attractive  to  tra- 
ditional lenders.  Studies  have  found 
that  a  significant  portion  of  fringe 
borrowers  have  solid  repayment 
behavior.  As  a  consequence,  "good" 
borrowers  would  have  the  option 
to  leave  the  fringe  market  for  the 
lower  borrowing  rates  of  the  traditional  retail  credit  market. 

As  the  more  creditworthy  borrowers  depart,  of  course,  the  re- 
maining, riskier  fringe  customers  would  be  charged  higher  inter- 
est rates.  But  at  least  they  would  still  have  access  to  credit.  These 
riskier  borrowers  are  currenfiy  being  subsidized  by  conscientious 
repayers  who  are  trapped  in  the  current  system.  It  is  a  fine  social  ob- 
jective to  subsidize  the  borrowing  of  poor  people  with  risky  credit 
portfolios,  but  it  seems  patently  unfair  to  make  other  poor  people 
with  good  credit  practices  foot  the  bill. 

To  be  sure,  tracking,  maintaining  and  reporting  repayment 
behavior  are  direct  expenses  that  fringe  creditors  will  pass  on,  at 
least  in  part,  to  their  consumers.  Nevertheless,  credit  reporting  of 
fringe  transactions  could  benefit  millions  of  low-income  Amer- 
icans aspiring  to  someday  finance  a  home,  a  car  and  an  education 
for  their  children  at  the  same  low  rates  that  most  Americans  have 
enjoyed  for  the  last  few  years.  F 
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YOUR  WORKFORCE  IS  MOBILE. 
SHOULDN'T  THEIR  OFFICES  BE  MOBILE  TOO? 


T-Mobile  HotSpot  empowers  mobile  employees  with  wireless  access  to 
the  information  they  need  on  the  road.  Each  location  offers  Wi-Fi  Internet  service 
for  laptops  or  PDAs,  and  is  a  part  of  the  nation's  largest  Wi-Fi  network.  Check 
e-mails.  Download  data-rich  files.  Upload  presentations  on  the  fly.  It's  Wi-Fi  in 
its  most  secure  and  reliable  form,  and  it's  here  to  help  the  modern  workforce  get 
more  out  of  each  day.  For  more  information,  log  on  to  www.t-mobile.com/hotspot. 


liable  at  over  4500  locations  nationwide  including: 


kinko-s  borders 


AmericanAirtines 

<5)  Admiral;  ( Jul) 


Crown  Rodm 
Ciub 


/'UNITED 


Red  Carpet  Club* 


T  -  -Mobile  ■ 

HotSptt 


ibile  is  a  registered  trademark  of  Deutsche  Telekom  AG.  The  HotSpot  logo  is  a  service  mark  of  T-Mcbile  USA,  Inc.  ©2004  T-Mobile  USA,  Inc.  All  other  marks  are  properties  of  their  respective  owners, 
ibership  required  for  admittance  into  airline  clubs. 


290  million  printers  sold.  7000  patents. 

23  different  color  models.  2  initials  to  remember. 


For  over  20  years,  HP  has  engineered  printers  with  business  in  mind.  From  affordable  Color  LaserJet  printers  to  high-performance 
inkjets,  HP  has  a  solution  to  meet  your  needs.  That's  because  HP  scientists  have  spent  years  refining  our  ink,  toner,  paper  and 
printers  to  work  together  flawlessly.  The  result-the  kind  of  rock-solid  reliability  and  dedicated  excellence  that  can  add  brilliance 
to  any  document,  bring  outsourced  materials  in-house  and  help  any  size  business  succeed.  Which  may  be  why  HP  has  become 
the  most  preferred  printer  manufacturer  in  the  world.  And  the  easiest  to  remember. 
+  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  + 
For  more  information  on  products  and  current  offers,  contact  your  reseller,  go  to 
hp.com/go/printcolor  or  call  1-866-625-1174. 
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The  New  Pepsi  Generation 


TIRED  OF  STOCKS?  LOWE'S  How  the  Retailer 
TRY  HOT  COMMODITIES  Is  Making  Hardware  Sexy 

Forbes 


PEPSI 


NOVEMBER  25,  2002 

End  of  the  Race 


A year  ago  we  asked  whether  Pepsi- 
Co's  push  into  "healthy"  foods  was 
clever  preemption  or  hypocrisy. 
With  sales  up  7%  to  $27  billion  last  year, 


it's  looking  pretty  clever.  The  snack 
giant's  stock  has  also  responded  favor- 
ably, rising  from  $44  when  our  story  ran 
to  a  recent  $51. 

The  Pepsi  health  kick  continues.  Since 
our  story,  it's  succeeded  in  banishing  from 
its  Frito-Lay  snacks  all  trans  fats,  said  to  be 
a  chief  culprit  in  clogging  arteries.  In 
March  the  company  announced  that  it 
would  introduce  Pepsi  Edge,  a  "full-fla- 
vored" cola  with  50%  less  sugar,  carbohy- 
drates and  calories  than  regular  Pepsi.  And 
starting  this  spring  consumers  can  munch 
on  Doritos  Edge  and  Tostitos  Edge,  with 
less  than  half  the  carbs  of  the  originals. 

What  about  President  Indra  K.  Nooyi, 
one  of  the  architects  of  Pepsi's  health 
push,  who  graced  our  cover  last  year?  She 
denies  recent  reports  that  she's  been 
approached  for  a  less  health-conscious 
post:  as  Gucci  chief. 

— Allison  Fass 


Seven  months  after  becoming  chief  exec- 
utive of  Adidas'  North  American  opera- 
tions in  2000,  Ross  McMullin  was  diag- 
nosed with  stage  4  colorectal  cancer. 
While  trying  to  revive  a  sluggish  com- 
pany, our  story  related,  McMullin 
endured  13  grueling  months  of  chemo 
therapy  and  radiation  treatments. 

A  vigorous  athlete  who  raced  moun- 
tain bikes  and  played  competitive  ice 
hockey,  McMullin  stayed  at  Adidas  until 
last  September,  before  taking  leave  to 
concentrate  on  his  health  full  time.  In  De- 
cember McMullin  stopped  treatment  to 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  I 

Labor  and  Productivity  How  long  will  labor  shut 

its  eyes  to  the  fact  that  the  less  it  works  the  more  impossible  it 
becomes  to  pay  high  wages?  Wages  are  not  paid  out  of  capital;  to 
pay  wages  out  of  any  concern's  capital  would  mean  the  sure  and 
certain  and  swift  bankruptcy  and  disappearance  of  that  concern. 
Wages  are  paid  from  profits,  and  profits  can  come  only  from  the 
thing  or  things  produced.  Henry  Ford  could  not  pay  $6  a  day  as  a 
minimum  wage  were  his  production  kept  down  to  that  of  the  aver- 
age automobile  factory;  he  can  pay  high  wages  solely  because  of 
his  enormous  output. 

25  YEARS  AGO  IN  FORBES  I 

Shell  Game  For  years,  Royal  Dutch/Shell  was  the  weak 
sister  among  the  Seven  Sisters,  the  international  giants  who  dominate 
the  petroleum  industry.  No  longer.  In  the  four  years  since  1974,  Shell 
leads:  Its  17%  average  return  on  equity  is  three  percentage  points  above 
second-ranked  Exxon.  Why  the  remarkable  turnabout?  Thank  OPEC. 
Since  1907,  when  it  was  created,  the  Shell  Group  has  been  short  of 
crude.  It  still  buys  about  60%  of  its  oil  in  the  open  market,  more  than 
any  other  major.  That  was  a  significant  disadvantage  when  other  com- 
panies had  juicy  arrangements  with  oil-producing  countries,  but  it 


hurts  far  less  today,  when  Shell's  competitors  have  lost  most  of  their 
high-profit  crude  through  forced  buyouts  or  confiscation. 

Two  top  executives  at  Royal  Dutch/Shell  Group  resigned  recently 
after  the  oil  giant  admitted  that  it  had  overstated  reserves  by  20%. 


Aristide. 


10  YEARS  AGO  IN  FORBES  I 

Haitian  Hostilities  Like  Woodrow  Wilson,  who  sent 

Marines  to  Haiti  in  1915  for  a  futile  19-year  oc- 
cupation, Bill  Clinton  believes  it's  possible  to 
forcibly  implant  democracy  in  hostile  soil. 
Haiti  has  been  a  political  horror  for  200  years. 
Father  Jean-Bertrand  Aristide,  Clinton's 
would-be  Thomas  Jefferson,  did  indeed  win 
nearly  70%  of  the  vote  in  1990— and  then  pro- 
ceeded to  operate  like  a  terrorist,  inciting  his 
supporters  to  maim  and  murder  his  opponents.  Why  didn't  President 
Clinton  send  a  Carter-like  mission  to  Haiti  months  ago,  as  Senator 
Dole  (R— Kans.)  and  others  suggested?  But  better  late  than  never. 
Now  that  we're  in,  let  us  be  sure  Anstide  steps  down  when  he's 
supposed  to.  Then  Haiti  may  finally  get  a  government  that  will  un- 
leash this  thus-far  benighted  nation's  enormous  economic  potential. 
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SOMETHINGS  SHOULD 
NEVER  BE  TRADED. 


Our  values  of  financial  strength,  integrity  and  humanity  are 
the  foundation  of  New  York  Life.  They  are  not  commodities 
to  be  traded.  They  are  why  we  are  able  to  deliver  on  our 
promise  to  help  you  secure  your  future  and  protect  your 
family.  These  values  are  why  we  are  a  mutual  company 
answering  only  to  the  long-term  interests  of  our 
policyholders,  not  the  short-term  demands  of  Wall  Street. 
And  why  we  maintain  a  cash  surplus  that  is  one  of  the 
largest  in  the  industry,  ready  to  pay  a  claim,  whether  it's 
months  or  decades  from  now.  So  while  you  won't  find 
financial  strength,  integrity  and  humanity  listed  on'  any 
stock  ticker,  these  values  and  the  peace  of  mind  they  bring 
are  why  New  York  Life  is  The  Company  You  Keep. 


NOT  JUST  A  HOTEL 

THE  TRUMP  OF  HOTELS 


With  the  City's  most  enviable  Central  Park  location.  Trump  International  Hotel  &  Tower  is 
located  at  the  intersection  of  commerce,  culture  and  entertainment.  All  guests  experience 
Trump's  signature  five-star  service,  including  the  utmost  in  discretion,  privacy,  exclusivity 
and  style.  It's  where  the  art  of  the  deal  meets  the  art  of  living  well.  It's  the  Trump  of  hotels. 
And  everything  the  name  implies.  For  reservations,  contact  your  travel  professional  or 
call  888-44-TRUMP. 

i 


Om  i 

ThffJeadmffHotels  ofth/World 


TRUMP 

INTERNATIONAL 
H  0  T  r  I  6  T  O  W  £  ■ 
ONE  CENTRAL  PARK  VEST 

Telephone  2I2.299-IOOO 
trumpintl.com/forbes 


Stuttering  Didn't  Keep  Him  Off  TV. 


Stuttering  hasn't  stopped 
actor  Nicholas  Brendon 
from  making  his  mark  on 
Hollywood  as  "Xander"  in 
Buffy  The  Vampire  Slayer. 

For  more  information  about 
stuttering  and  what  you 
can  do,  call  toll-free. 


THE 

Stuttering 
foundation' 


A  Nonprofit  Organisation 

Since  1947 — Helping  Those  Wio  Srurter 

1-800-992-9392 
www.stutteringhelp.org 


3100  Walnut  Grove  Road,  Suite  603  •  P.O.  Box  1 1749  •  Memphis,  TN  381 1 1-0749 
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spend  his  remaining  time  with  his  family. 
He  passed  away  Mar.  8  at  the  age  of  47. 

Adidas'  North  American  sales  were 
up  13%  in  2002,  but  in  2003  they  dipped 
4%  to  $  1 .8  billion.        — Daniel  Kruger 

MARCH  20.  2000 

Disconnected  j 

Just  four  years  ago  BellSouth  was  barreling 
further  into  the  wide-open  Latin  Ameri- 
can cell  phone  market.  In  March  the  At- 
lanta-based telecom  giant  announced  it 
was  leaving  Latin  America  behind.  The  rea- 
sons: political  and  currency  instability.  And 
while  BellSouth's  Latin  stake  accounted  for 
nearly  10%  of  its  total  $22.6  billion  in  sales 
last  year,  it  failed  to  establish  enough  of  a 
presence  to  compete  with  incumbent  ser- 
vice providers. 

The  pullout  has  unfolded  in  two 
stages.  In  2003  BellSouth  sold  the  last  of 
its  stake  in  its  Brazilian  operation  at  a  loss 
of  $161  million.  This  year  it's  selling  the 
remainder  of  its  South  American  hold- 
ings to  Spain's  Telefonica  for  nearly 
$6  billion,  making  Telefonica  one  of  the 
region's  largest  wireless  providers.  Bell- 
South says  it  plans  to  focus  on  the  domes- 
tic market.  It  will  need  to:  BellSouth  owns 
40%  of  Cingular,  which  is  acquiring 
AT&T's  wireless  operations  for  $41  billion. 

— Susan  Kitchens 

NOVEMBER  24.  2003 

Gateway  to  Fortune 

Late  last  year  we  told  the  turnaround  saga 
of  PC  maker  Emachines.  The  Irvine,  Calif, 
firm  had  gone  from  near-ruin  to  prof- 
itability after  cofounder  Lap  Shun  Hui 
took  the  company  private  and  focused  on 
selling  low-end  PCs  at  retail.  On  Mar.  1 1 
Hui  got  a  handsome  price  for  his  efforts 
when  Gateway  acquired  Emachines  in  a 
deal  valued  at  S290  million.  Emachines 
Chief  Wayne  Inouye  became  chief  execu- 
tive officer  of  Gateway  as  part  of  the 
transaction,  while  Ted  Waitt  remains  as 
chairman.  If  recent  actions  are  any  indi- 
cation, Gateway  will  look  a  lot  different 
under  Inouye  before  the  year  is  out.  It  just 
let  PricewaterhouseCoopers  go  as  its 
auditor  and  has  cut  900  jobs  this  year.  Bet 
on  more  cuts.  — Arik  Hesseldahl 


When  forest  products 
are  your  business, 


planting  1 .7  million  trees  every  day  is 
a  smart  investment. 

The  Sustainable  Forestry  Initiative®  program  is  dedicated  to  the  future  of  the 
nation's  forests,  as  well  as  the  challenge  of  preserving  rare  and  endangered 
forests  around  the  world.  Respect  for  nature  and  sound  business  practices  are 
integrated  to  the  benefit  of  the  environment,  landowners,  shareholders,  customers 
and  the  people  they  serve.  And  that  allows  us  to  meet  the  demand  for  wood  and 
paper  products,  while  helping  to  ensure  our  forests  will  be  around  forever. 


w  SUSTAINABLE  FORESTRY  INITIATIVE® 

1   Growing  tomorrow's  forests  today. 

www.aboutsfi.org 
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Pills  for 

Everyone! 

Lipitor  could  prevent  hundreds  of 
thousands  of  heart  attacks  and  heart 
deaths  if  more  people  used  it.  But  who  is 
going  to  pay  for  it?  by  robert  langreth 


*3 


■  T  BEGAN  SIMPLY  AS  ANOTHER  ROUND  OF  ONE- 
I  upmanship  in  the  drug  industry.  Lipitor  is 
I  the  bestselling  drug  in  the  world,  racking 
I  up  $9  billion  a  year  for  its  potent  powers 
I  to  lower  dangerous  levels  of  cholesterol 
I  and  neutralize  the  risks  of  life  on  cheese- 
I  burgers.  The  Pfizer  statin  drug  is  a  ready 
target,  and  Bristol-Myers  Squibb  took  aim 
four  years  ago,  setting  up  a  face-off  to  prove 
its  rival  statin,  Pravachol,  with  $2.8  billion  in 
sales,  was  every  bit  as  good. 

Lipitor  kicked  butt,  researchers  unveiled 
last  month.  But  what  was  great  news  for  Pfizer 
and  Lipitor  could  send  shivers  through  the 
ranks  of  employers,  insurers  and  millions  of 
consumers  tiiemselves.  The  biggest  implication 
of  the  new  study  is  that  Lipitor  and  other 
statins,  now  taken  by  1 1  million  Ameri- 
cans at  a  cost  of  almost  $14  billion  a 
year,  might  also  benefit  tens  of 
millions  more  patients  than 
doctors  had  ever  expected. 
This  could  prevent  hun- 
dreds of  thousands  of 
heart  attacks  annu- 
ally— yet  it  would 
add  tens  of  bil- 


\ 


lions  of  dollars  to  the  nation's 
already-bloated  bill  for  prescription 
drugs.  "The  implications  are  huge,  ab- 
solutely huge,"  says  Harvard  Medical 
School's  Christopher  Cannon,  who 
led  the  Lipitor-versus-Pravachol  study. 
The  results  suggest  "we  are  being  far 
too  casual  about  lowering  cholesterol," 
he  adds.  Upside:  "It  will  reinvigorate  the 
entire  market." 
The  Bristol-Myers-financed  study  basi- 
cally shows  more  is  better:  Give  current  pa- 
tients higher  doses  of  statins  than  before  and 
their  cholesterol  levels  will  fall  even  more,  further 
reducing  the  number  of  heart  attacks.  But  that  also 
means  millions  of  Americans  previously  regarded  as 
having  safe  levels  of  artery-clogging  cholesterol  ( those 
with  a  rating  lower  than  130)  might  benefit  hand- 
somely, too,  from  the  pricey  drugs.  Indeed,  everyone  over 
age  55 — some  60  million  people  in  the  U.S. — would  ben- 
efit from  statins,  argues  Nicholas  Wald,  an  epidemiolo- 
gist at  the  University  of  London.  He  says  over  80%  of 
heart  attacks  could  be  prevented  if  people  took  a  six- 
drug  superpill  containing  a  statin,  low-dose  aspirin  and 
a  few  blood-pressure  medicines.  "Initially  the  reaction 
was  very  mixed,"  when  he  first  argued  this  last  year,  Wald 
saws.  "But  now  the  attitudes  are  changing." 


That  begs  the  question:  Who  will  pay  for  these  drugs?  Em- 
ployers and  insurers  will  have  to  weigh  the  great  expense  of  feed- 
ing statins  to  "the  rest  of  us" — at  a  cost  of  up  to  $120  a  month  per 
patient — against  the  promised  savings  of  preventing  heart  attacks. 
Coronary  heart  disease  afflicts  13  million  Americans,  costing  $133 
billion  a  year  in  care.  "Cost  is  the  biggest  question  right  now.  Un- 
less the  pharmaceutical  companies  exhibit  some  mercy ...  we  have 
i  very  serious  problem,"  says  Cleveland  Clinic  cardiologist  Eric 
Ibpol.  Even  before  the  study,  government  guidelines  said  36  mil- 
lion people  (those  with  cholesterol  levels  of  130  to  160  or  more 
plus  other  risk  factors)  should  be  on  statins.  That  is  about  three 
times  the  current  number,  but  millions  balk  at  the  cost.  "When  I 
say  to  patients  they  need  to  take  a  statin,  they  say,  'I  can't  afford 
S 1 ,000  a  year.'  My  mother-in-law  won't  take  a  statin  because  of  the 
:ost,"  Topol  says. 

When  Bristol  launched  the  face-off,  it  pitted  a  less-potent 
Pravachol  pill  against  the 
highest-dose  Lipitor  pill, 
liming  to  show  that  higher 
doses  didn't  have  much 
additional  effect.  That 
backfired.  In  the  study  that 
spent  two  years  tracking 
4,162  patients  who  had  al- 
ready survived  a  severe 
heart  attack,  those  on 
high-dose  Lipitor  were 
16%  less  likely  to  die  or 
have  heart  attacks  than 
those  on  standard-dose 
Pravachol.  That  embar- 
rassed Bristol  and  as- 
tounded doctors. 

The  immediate  impact  is  on  patients  who  just  had  heart  at- 
tacks. Previously,  doctors  sought  to  get  their  cholesterol  down  to 
100  (milligrams  per  deciliter  of  blood),  but  the  new  study  shows 
significant  benefit  in  aiming  as  low  as  62.  Later,  this  lower-is-bet- 
ter  paradigm  could  trickle  down  to  the  far  broader  swath  of 
healthy  Americans  at  risk  of  heart  disease  because  of  high  choles- 
terol levels.  "The  next  question  is:  Should  we  all  be  at  62?"  says 
fohn  LaRosa,  president  of  SUNY  Downstate  Medical  Center.  If  so, 
millions  of  healthy  Americans  now  focusing  on  a  better  diet  and 
more  exercise  might  need  to  start  popping  pills. 

The  pressure — and  the  one-upmanship — could  rise  in  the 
next  two  years.  The  lower-is-better  concept  may  boost  Vytorin,  a 
cholesterol  combo-pill  from  Schering-Plough  and  Merck  that 
could  be  approved  this  summer  (FORBES,  Mar.  15,  2004);  a  788- 
person  study  showed  that  it  reduced  bad  cholesterol  up  to  59% 
versus  53%  for  Lipitor.  Pfizer,  with  patent  protection  for  Lipitor 
until  2010,  is  conducting  a  study  aiming  to  prove  high-dose  Lip- 
itor saves  more  lives  than  Zocor,  from  Merck.  It  also  is  spending  a 


reported  $  1  billion  testing  a  new  combination  of  Lipitor  with  a 
drug  that  raises  "good"  cholesterol  (HDL,  versus  "bad"  LDL);  the 
combo  could  keep  prices  high  through  2020.  And  AstraZeneca's 
recently  approved  statin,  Crestor,  could  swell  the  market  by  an- 
other 30  million  people  in  2007,  when  it  expects  to  complete  a 
1 5,000-person  study  that  aims  to  prove  Crestor  prevents  heart  at- 
tacks in  people  with  normal  cholesterol  but  who  are  at  high  risk 
due  to  inflamed  arteries. 

Most  cardiologists  say  far  more  patients  should  get  on  statins, 
which  are  among  the  most  cost-effective  treatments  in  medicine. 
"It's  one  of  the  best  values  in  health  care,"  says  Harvard's  Can- 
non. "Plenty  of  things  in  medicine  cost  a  lot  and  the  benefit  is 
questionable.  Here  there  is  no  question  about  the  benefit,  and  the 
cost  is  moderate."  But  how  far  should  this  go?  Lipitor  costs  $750 
to  $1,150  per  year.  In  one  study,  doctors  treated  5,168  high-risk 
blood  pressure  patients  with  Lipitor  for  three  years  to  prevent  54 


heart  attacks  and  deaths.  In  the  real  world,  that's  about  $240,000 
in  drug  spending  per  heart  attack  or  death  averted. 

The  cost  crunch  could  be  eased  when  both  Pravachol  and 
Zocor  lose  patent  protection  and  go  generic  in  two  years,  their 
prices  plunging  by  70%.  But  neither  drug  lowers  cholesterol  as 
much  as  Lipitor,  Crestor  or  Vytorin.  Employers — and  the  Medicare 
system,  which  is  gearing  up  to  cover  35  million  elderly  people  in 
2006 — will  have  to  decide  whether  to  pay  a  big  premium  to  lower 
cholesterol  by  a  few  extra  points,  or  just  push  most  people  toward 
cheap  generics. 

But  Pfizer  Vice  President  Gary  Palmer  counters:  "A  generic 
may  be  able  to  lower  your  cholesterol,  but  we  already  know  that  if 
the  generic  were  Pravachol,  you'd  be  better  off  taking  Lipitor." 
Therein  lies  the  problem  in  applying  rational  economics  to  the 
emotion  of  medicine:  Often  the  case  for  less  seems  clear-cut — 
until  the  patient  you  are  treating  is,  say,  your  mom.  F 

Matt  Herper  contributed  to  this  article. 


The  Price  of  a  Fatty  Lifestyle 

Here's  what  would  happen  if  all  high-cholesterol  patients  took  drugs. 


Number  of  Americans  now  on  cholesterol  drugs 

11  mil 


2003  cholesterol  drug  sales 


$13.9  bil 


Number  of  people  who  should  be 
on  drugs  under  current  guidelines 

36  mil 


Projected  annual  sales'  if  all  took  drugs 

$45.5  bil 


Number  of  Americans  with  elevated  cholesterol,  including 

those  now  being  treated  through  diet  and  exercise  alone       Projected  sales  if  all  65  million  took  drugs 


65  mil 


$82  bil 


All  cost  projections  assume  current  price  levels  remain  the  same.  Sources:  IMS  Health;  NHLBI;  Forbes  estimates. 


"Cost  is  the  biggest  question  right  now.  Unless  the  pharmaceutical 
companies  exhibit  some  mercy,  we  have  a  very  serious  problem." 
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Outfrnnt 

HENRY  BLODGET 
SCORES  AGAIN 

!s  Henry  Blodget  up  to  his  old  tricks?  The 
former  Merrill  Lynch  stock  analyst, 
bounced  from  the  securities  business  for 
hyping  Internet  stocks  he  privately  said 
were  dogs,  reemerged  in  public  as  a 
reporter  covering  the  Martha  Stewart  trial 
for  online  magazine  Slate. 

How  did  he 
do?  His  extra- 
ordinarily bullish 
take  on  Stewart 
was  as  wrong  as 
his  views  about 
such  stocks  as 
Etoys, Internet 
Capital  Group 
and  Webvan. 
Blodget's  trial 
reports  included 
a  daily  "Martha 
Meter"  assessing 
her  chance  of 
conviction.  He 
started  by  laying  the  probability  at  18%.  At 
the  end  he  settled  on  40%. 

Perhaps,  in  analyst  fashion,  Blodget  swal- 
lowed a  little  too  much  of  the  company  line- 
in  this  case  from  Stewart's  defense  lawyers, 
who  just  happen  to  be  the  same  lawyers  who 
represented  Merrill  Lynch  in  the  analyst 
scandal.  Blodget  was  notably  prescient 
about  the  arguments  defense  lawyers  would 
make  at  trial.  To  cite  just  one  example,  he 
wrote  before  the  trial  began  that  Stewart 
could  argue  that  she  had  been  advised  by 
lawyers  that  her  stock  sale  didn't  violate 
insider-trading  laws— and  thus  she  would 
have  had  no  reason  to  lie  to  the  feds. 

Sounded  good— so  good  that  at  trial  Stew- 
art lawyer  Robert  Morvillo  begged  to  make 
the  case.  The  judge,  however,  wouldn't  allow 
it  because  Morvillo,  like  Blodget,  cited  no  evi- 
dence that  Stewart  actually  had  been  so 
advised. 

Blodget  declines  to  comment  on  the 
record.  To  his  credit,  he  did  list  at  the  outset 
"literally  dozens  of  reasons,"  including  his 
Morvillo  connection,  why  he  might  be  biased. 
If  only  he  had  put  a  few  more  disclaimers  like 
that  in  his  Wall  Street  reports.  —Dan  Ackman 
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It's  a  Fib  Thing 


Martha  Stewart's  case  shows  how  harshly  the  government 
can  prosecute  a  lie— when  it  chooses,  by  emily  lambert 

U.S.  Attorney  David  Kelky,  victorious,  declared  the  Martha  Stewart  case  was 
"all  about  lies."  But  it  also  was  about  a  controversial  law  and  how  selectively 
it  can  be  applied.  In  Stewart's  case  the  prosecution  took  five  lies  about  one  de- 
ception— made  in  untaped  and  unsworn  interviews  with  federal  agents — 
and  wove  them  into  five  criminal  counts,  winning  four  guilty  verdicts  (the  fifth 
was  thrown  out).  For  two  counts,  prosecutors  used  the  false  statements  statute 
(United  States  Code,  Section  1001 ),  which  criminalizes  lies  made  not  under 
oath.  Stewart  awaits  sentencing  in  June  and  could  get  a  year  in  jail. 

Her  lawyers  say  Stewart's  celebrity  spurred  this  prosecution.  And  it  turns 
out  that,  since  1986,  fewer  than  a  third  of  the  false-statements  cases  brought 
to  prosecutors  were  actually  tried  at  all.  Of  that  small  slice,  just  17%  of  pros- 
ecuted cases  brought  jail  time — and  the  average  term  of  incarceration  was 
just  six  months.  Overall,  just  5%  of  the  false-statements  cases  investigated  led 
to  jail  time.  (The  figures  cover  cases  with  false  statements  as  the  lead  charge.) 

To  be  sure,  Martha  may  have  fried  because  her  case  was  easier  to  prove. 
And  obstruction  of  justice,  not  false  statements,  is  the  charge  that  carries  the 
greatest  possible  prison  sentence  for  her.  But  even  here  the  femme  felon  got 
special  treatment:  In  2002,  when  she  was  indicted,  just  8  cases  with  obstruc- 
tion (as  lead  charge)  were  referred  to  prosecutors  nationwide,  says  the  Trans- 
actional Records  Access  Clearinghouse  in  Syracuse,  N.Y.  Last  year  the  number 
rose  to  20,  but  only  two  of  the  six  people  convicted  got  jail  time. 

The  liar  law  can  be  traced  to  1863,  when  President  Lincoln  needed  a  way 
to  fight  scam  artists  ripping  off  the  Union  Army.  In  1948,  the  year  Alger  Hiss 
was  accused  before  the  House  Un-American  Activities  Committee  of  being 
a  Communist,  the  law  was  split  in  two.  One  half  became  the  false  claims 
statute,  used  since  in  Medicare  frauds.  The  other  half  applied  to  false  state- 
ments. Congress  strengthened  the  law  in  1996,  but  in  1997  just  61 1  cases 
were  filed,  down  9%  in  a  year.  After  the  market  crash  of  2000  and  the  ter- 
rorist attacks  in  2001,  the  caseload  shot  up,  more  than  doubling  from  2001 
to  2002,  to  1,246  cases.  Southern  California  led  the  way,  where  cases  rose 
seventeenfold  from  2000  to  2003.  "It's  a  very  straightforward  charge. 
Because  it's  straightforward,  jurors  can  easily  understand  it,"  says  Carol 
Lam,  U.S.  Attorney  in  California's  Southern  District.  L'nfortunately  for 
Stewart,  even  if  she  was  singled  out,  she  is  unlikely  to  win  any  appeal 
because  of  it,  says  Robert  Mintz,  a  former  prosecutor  now  at  McCarter  & 
English.  "At  this  point,"  he  says,  "being  a  celebrity  is  not  a  protected  class 
under  the  U.S.  Constitution."  F 
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Take  Who? 

Take-Two  Interactive  designs  a 
very  profitable  father-and-son 
game,  by  neil  Weinberg 


PETER  M.  BRANT  IS  A  GUY  WHO  SEEMS 
to  have  everything.  The  New  York 
Times  called  him  "a  Donald  Trump 
with  taste"  for  his  elegant  real  estate 
projects.  Brant  owns  trendy  magazines  like 
Interview  and  Art  in  America.  He  co- 
founded  the  Greenwich  (Conn.)  Polo  Club 
and  is  married  to  former  Playboy  and 
Victoria's  Secret  model  Stephanie  Seymour. 

One  blemish  on  this  stellar  curriculum 
vitae,  other  than  a  few  polo  suspensions  for 
arguing  with  the  umps,  is  Brant's  guilty  plea 
in  1990  to  charges  related  to  tax  evasion. 
It  resulted  from  reportedly  having  his 
company  pay  for  $1  million  in  jet  travel, 
silk  sheets,  scalp  treatments  and  ser- 
vants at  his  Greenwich  estate.  Brant 
was  sentenced  to  three  months. 

Now  it  turns  out  he  was  closely  in- 
volved in  his  son  Ryan's  business,  $1 
billion  (sales)  game  maker  Take-Two 
Interactive,  which  has  had  its  own 
accounting  problems.  Ryan  founded 
the  maker  of  Grand  Theft  Auto  in 
1993,  at  age  21. 
Little  known  to  investors,  Peter  was  the 
top  shareholder  when  Take-Two  went  pub- 
lic in  1997,  controlling  25%  through  Bridge- 
Scoring  big:  Peter  Brant, 
wife  Stephanie  Seymour. 


hampton  Investors  LP,  of  which  Ryan  was  a 
general  partner.  Owning  another  31%  of 
Take-Two  via  Bridgehampton  was  the  profit- 
sharing  plan  of  Brant-Allen  Industries,  a 
company  Peter  owned  with  partner  Joseph 
Allen  ( who  pled  guilty  to  the  same  charges  as 
Brant  in  1990).  Dad  and  Ryan  seemed  to 
have  a  nice  relationship.  Peter  earned  14% 
interest  on  a  $!.6  million  note  from  Take- 
Two  and  has  been  getting  $43,000  a  month 
renting  Manhattan  digs  to  Take-Two. 

Last  December  the  SEC  said  it  would 
fine  the  company,  Ryan  and  three  others  for 
financial  reporting  violations.  A  month  later 
Take-Two  said  it  would  restate  financials 
back  to  1999.  The  stock  took  a  hit. 

Turns  out,  in  January  1999  Bridgehamp- 
ton distributed  its  Take-Two  shares  to  Peter 
and  his  profit-sharing  plan.  Between  then 
and  2003  they  unloaded  the  holdings,  reap- 
ing $50  million  or  so,  based  on  Take-Two's 
share  price  in  the  teens  during  that  period. 

Ryan  has  benefited  nicely,  selling  $20 
million  of  shares  between  August  1 997  and 
last  December  that  cost  him  $3  million, 
Thomson  Financial  estimates.Take-Two's 
shares  rebounded  in  March  when  Ryan 
stepped  down  as  chairman  and  director. 

Father,  like  son,  didn't  reply  to  requests 
for  comment.  F 


With  cell  phone  usage  cutting  pay  phone  revenues  50%  over  the  past  five  years  to 

$2.5  million,  New  York  City  pay  phone  provider  TCC  Teleplex  is  morphing  into  a 
different  business:  outdoor  Internet-access  pay  phones  with  screens  and  keyboards. 

Teleplex  president  Dennis  Novick  says  the  company  has  installed  27  of 
them  in  Manhattan— with  plans  for  100— so  New  Yorkers  and  tourists  alike  can 
check  e-mail,  buy  theater  tickets,  even  pay  bills.  "We  really  feel  this  is  the 
future,"  he  says. 

The  $10,000  Web  phones,  made  by  British  company  Marconi,  are  producing, 
on  average,  three  times  as  much  revenue  as  a  regular  pay  phone.  Novick  charges 
25  cents  per  minute  of  Web  access,  compared  with  25  cents  for  three  minutes  on  a 
phone.  Users  often  spend  more  time  on  the  Web  pay  phones  because  typing  can 
take  ionger  than  speaking.  Video  e-mails  for  $1  a  pop  and  screen  saver  ads  could 
add  incremental  revenue. 

The  idea  is  spreading  abroad,  where  Marconi  has  sold  1,500  Web  pay  phones 
to  British  Telecom;  Marconi  phones  are  also  in  Madrid  and  Bangkok. 

But  so  far  Novick  is  apparently  the  only  outdoor  Web  pay  phone  service  state- 
side. There  may  be  good  reason  for  that.  Verizon,  one  of  the  nation's  largest  pay 
phone  owners,  says  it  found  little  demand  after  testing  Web  pay  phones  in  heavily 
trafficked  areas.  And  Novick  cculd  be  tripped  up  by  Internet  kiosks  and  wireless 
devices  that  can  access  the  Internet  from  just  about  anywhere. 

—Allison  Fass 


Sure  you  want  to  check  your  e-mail  in 
public?  Phone  entrepreneur  Dennis 
Novick,  in  New  York. 
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First  three  months  of  service  i 
trademark  of  Bluetooth  SIC,  Ir 


CTUALLY,  IT  IS  ROCKET  SCIENCE.  You  don't  need  a  Ph.D.  to  appreciate  an  advanced  3.2-liter  VTEC"  engine  and  cutting-edge 
uspension.  The  new  TL  is  a  high-velocity  genius.  With  XM'  Satellite  Radio;  DVD-Audio  sound,  Bluetooth5  hands-free  phone 
jchnology  and  available  satellite-linked  navigation  with  voice  recognition,  you  can  push  the  envelope  without  taking  a  hand 
ff  the  wheel.  Take  off  at  acura.com  or  call  1-800-To-Acura.  The  all-new  270-hp  Acura  TL.  A  higher  form  of  performance. 


® 

ACURA 


_  _  front 


Uneasy  Lies  the  Head 


WHEN  DISNEY  STRIPPED  MICHAEL  EISNER  OF  HIS  CHAIRMAN'S  TITLE  AND  GAVE  IT  TO  FORMER  SENATOR  GEORGE 
Mitchell,  corporate  governance  types  got  all  tingly  with  excitement.  The  idea  is  that  the  chairman  of  the  board  represents 
shareholders — and  as  such  can't  very  well  serve  as  chief  executive,  too.  But  are  the  bifurcated  roles  good  for  company  stock 
performance?  Maybe.  We  asked  corporate  governance  experts  Audit  Integrity  to  look  at  companies  that  split  the  jobs  since  1997.  Of 
the  1 1  U.S.-traded  companies  with  market  values  above  $4  billion,  only  five  stocks  outperformed  the  S&P  500  after  the  separation, 
while  six  did  worse.  But  as  a  group  the  1 1  companies  did  1 1%  better  than  the  market.  — Michael  K.  Ozanian 


Job  sharing:  Disney's  Michael  Eisner,  Oracle's  Larry  Ellison,  Microsoft's  Bill  Gates. 


STRAIGHT  MONEY  FOR  THE  STRAIGHT  FUND 


In  January  Dennis  Ganser,  a  roofing  contrac- 
tor in  Hartford,  Wis.,  and  his  wife,  Cheryl, 
transferred  their  life  savings  from  annuities 
paying  4%  to  a  tiny  three-year-old  mutual  fund 
company  in  Michigan.  Upset  by  the  tide  of  gay 
marriages,  they  put  their  savings  in  the 
Ave  Maria  funds,  which  invest  only  in  compa- 
nies that  meet  certain  conservative  Catholic 
criteria.  Says  Dennis  Ganser:  "In  Christian 
circles  this  is  the  most  important  piece  of 
activity  since  Roe  v.  Wade." 

That  controversy,  and  Mel  Gibson's  Passion 
movie  to  a  lesser  extent,  have  been  a  godsend 
for  the  fund.  Assets  have  swelled  to  $225  million  from 
$190  million  at  the  end  of  2003.  Shareholders  now 
number  2,400,  up  600  this  quarter.  "The  gay  marriage 
thing.  That's  what's  stirred  people  up,"  says  fund  man- 
ager George  Schwartz. 

The  mutual  funds  shun  about  400  companies  that 
offer  domestic  partner  benefits,  give  money  to  Planned 


Higher  returns: 
Thomas  Monaghan 


AVE  MARIA 


MUTUAL 
FUNDS 


Parenthood,  facilitate  abortions  or  dabble  in 
porn.  In  January  it  sold  20,000  shares  of 
Eli  Lilly  after  the  drug  company  started  offering 
benefits  to  gay  couples.  Last  year  it  dumped 
H&R  Block,  Sears  and  Northrop  Grumman  for 
the  same  reason.  Major  holdings  include  Exxon- 
Mobil, Ross  Stores  and  AIG.  Pickings  are  getting 
slimmer  since  40%  of  large  companies  now 
offer  benefits  to  unmarried  live-in  couples. 

Ave  Maria's  flagship  Catholic  Values  Fund 
returned  36%  last  year,  beating  the  S&P  500's 
29%  gain.  But  Schwartz  says  he  gets  few 
performance-chasing  investors.  His  sales  staff 
mostly  fields  questions  about  its  investing  style. 

Domino's  Pizza  founder  Thomas  Monaghan  (fam- 
ily net  worth:  $550  million)  invested  $25  million  in 
the  fund  in  2001.  (He  and  his  family  founded  Ave 
Maria  University  in  Florida.)  "The  way  this  country 
is  going,  people  can't  be  on  the  sidelines  anymore,"  he 
says.  —David  Whelan 
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The  long  term  care  challenge: 

How  will  America  respond? 


There's  a  quiet  crisis  emerging  in  America. 

Demand  for  long  term  care  services  is  growing  fast.  Costs 
for  these  services  are  rising.  And  the  systems  we  rely  on 
for  long  term  care  assistance  are  already  strained.  The 
result  of  these  converging  forces?  More  and  more  people 
will  be  personally  responsible  for  paying  for  the  bulk  of 
long  term  care  costs.  It's  one  of  the  biggest  financial 
challenges  today's  consumers  will  face. 

Medicare,  Medicaid  and  other  types  of  insurance  are  not 
the  panacea.  The  truth  is,  Medicare  pays  for  just  a  fraction  of 
national  long  term  care  costs.  And  Medicaid  is  generally  only 
available  to  those  who  have  nearly  exhausted  their  liquid  assets. 
Most  traditional  health  insurance  policies  don't  cover  long  term 
care  costs  either.  And  while  long  term  disability  insurance  may 
partially  replace  lost  wages  during  an  illness  or  injury,  it  doesn't 
cover  the  cost  for  long  term  care. 

According  to  the  U.S.  Department  of  Labor,  long  term  care 
is  actually  the  greatest  uninsured  risk  Americans  face.1 

But  despite  what  we  know  about  the  likelihood  of  needing  long  term 
care,  its  high  costs  and  the  limited  government  assistance  available, 
too  many  people  continue  to  underestimate — or  even  ignore — 
the  importance  of  planning  for  long  term  care. 

low  long  term  care  can  affect  your  wealth — and  your  choices 


if  > 

in  estate  damaged 

x  30  years,  David  and  Mary  owned  a  successful 
jsiness.  They  dreamed  of  passing  on  a  sizeable 
state  to  their  children.  But  when  David  became  ill 
/e  years  ago,  the  couple  had  to  tap  the  assets  in 
eir  estate  to  help  pay  long  term  care  costs. 


Diminished  wealth 

Richard  was  forced  to  rely  on  savings 
to  help  fund  years  of  long  term  care. 
After  spending  down  nearly  all  of  his 
savings,  Richard  qualified  for  Medicaid. 


Who  pays  the  bill  for 
long  term  care  services? 


41% 
Out-of 
pocket 
expenses 


3% 
Other 

government 
programs 


37% 

Medicare     „.  ■. 


'4% 

Private  long  term 
cara  insurance 


How  much  could 
it  cost  you? 

If  you 
are: 

One  year  in  a  nursing 

home,  beginning 
at  age  80,  will  cost': 

30 

$703,181 

40 

$431,692 

50 

$265,022 

60 

$162,700 

'Based  on  cost  of  average  nursing  home 
stay  in  2003  at  $61 ,320  compounded 
at  5%  annually  up  to  age  80 


Source:  Prudential  Financial  Long  Term  Care  Cost  Survey,  2003 

If  you're  approaching  age  50,  it's  a  good  time  to 
consider  long  term  care  insurance  protection.  Long 
term  care  insurance  does  what  no  other  form  of  insurance  does. 
It  pays  for  the  kind  of  care  you  might  need  as  you  grow  older 
and  less  self-sufficient,  so  that  you  won't  be  forced  to  drain  a 
lifetime  of  assets  in  a  matter  of  years.  It's  not  right  for  everyone, 
but  for  many  middle-class  Americans,  it  provides  a  practical 
and  economical  defense  against  a  very  real  risk. 

Planning  early  makes  sense,  because  premiums  can  rise  sharply 
as  you  age.  In  fact,  33  percent  of  individuals  who  own  long  term 
care  insurance  policies  today  are  under  the  age  of  65.2 


Call  now  for  a  free  copy  of  A  Shopper's 
Guide  to  Long-Term  Care  Insurance. 

This  timely,  fact-filled  report  is  published 
by  the  National  Association  of 
Insurance  Commissioners.  i 


1-800-THE-ROCK 

ext.  3032 
prudential.com 


Prudential  (S  Financial 

Crowing  and  Protecting  Your  Wealth* 


!  The  Prudential  Insurance  Company  Of  America.  U  S.  Department  of  Labor,  Advisory  Council  on  Employee  Welfare  and  Pension  Benefits,  Report,  Findings,  and 
commendations  of  the  Working  Group  on  Long-Term  Care,  November  1 4, 2000,  p.  6.  Making  the  Retirement  Connection,  ACLI,  2001 . 
1-A08841 1 


Pump  them  out: 
Ford  Fiesta  line 
in  Chongqing. 


WHO'S  CHEAPER? 

Exporting  cars  from  China 
doesn't  make  sense  today. 


Cost  comparison,  per  vehicle: 

BEST  CAR 
CHINA  MAKERS' 

POWERTRAIN 


CHASSIS 


BODY 


Will  All  the  Cars  Be  Red? 

It's  a  matter  of  when,  not  if,  China  starts  to 
export  cars  here. 

BY  JOANN  MULLER  AND  ROBYN  MEREDITH 

THIS  YEAR  FACTORIES  IN  CHINA  WILL  PRODUCE  AROUND 
4.5  million  cars  and  trucks,  double  what  they  churned 
out  in  2000.  Just  about  all  of  those  vehicles  are  bought 
by  Chinese  citizens,  flush  with  money  from  the  coun- 
try's economic  boom. 

But  if  China  exports  everything  from  toys  to  Christmas 
trees,  why  not  Fords  and  Chevys,  too?  It  could  happen  sooner 
than  you  think. 

Now,  it  is  cheaper  to  build  cars  for  the  U.S.  market  in  Detroit 
than  in  China,  regardless  of  wages  in  China  that  go  as  low  as  78 
cents  an  hour.  Final-assembly  labor  there  is  under  5%  of  the  cost 
of  building  a  car  (see  table).  Add  to  that  inefficient  plants,  ship- 
ping costs — $600  to  $800  per  vehicle — and  the  logistics  of  get- 
ting parts,  and  the  idea  of  a  Chinese  global  car  is  less  appealing. 

But  China  won't  be  the  backwater  of  the  world's  auto  indus- 
try for  long.  As  vehicle  production  increases  to  mass-market  lev- 
els, economies  of  scale  will  kick  in,  and  quality  and  productivity 
will  improve.  McKinsey  &  Co.,  in  fact,  predicts  that  by  2006 
China's  manufacturing  cost  per  vehicle  will  average  7%  lower 
than  those  of  the  top  global  players. 

In  the  meantime  China  is  witnessing  a  feverish  pace  of  joint 
ventures  between  foreign  automakers  and  Chinese  manufactur- 
ers. In  just  five  years,  says  one  estimate,  China's  production  capa- 
bility will  far  exceed  its  demand. 

After  that  it  may  be  just  a  matter  of  time  before  automakers  de- 
cide they're  better  off  building  cars  for  export  in  China's  low-cost 
factories  than  keeping  higher-cost  factories  operating  elsewhere. 
Chinese-built  cars  will  likely  show  up  in  other  Asian 


OVERHEAD 


TOTAL 


$11,325  $9,300 


But  as  China's  auto  industry 
ramps  up,  costs  will  drop,  making 
China  competitive  by  2006. 


£006  COSTS 


$7,808  $8,493 


countries  before  they  hit 
U.S.  soil  because  of  ship- 
ping costs.  Also  the  sedans 
made  in  China  are  more 
appropriate  for  those 
markets. 

The  implications  are 
vast.  Strategy  consultant 
Roland  Berger  predicts 
that  as  auto  production  in 
Asia  grows — mostly  in 
China — the  U.S.  share  of 
global  production  will  fall 
by  18%  by  2010,  and  west- 
ern Europe's  share  by 
20%.  The  Big  Three  in  the 
U.S.  will  suffer  even  if 
China  starts  exporting 
cars  to  Indonesia  or  Aus- 
tralia, for  example.  Prices 
would  stagnate  as  world- 
wide excess  capacity — already  around  25% — grows  even  bigger. 

Don't  expect  General  Motors,  Ford  or  Chrysler  to  confess  to 
any  plans  to  make  cars  in  China  and  bring  them  here.  "The 
[United  Automobile  Workers]  would  shut  the  whole  place  down, 
and  we'd  be  bankrupt  before  the  strategy  ever  got  off  the  ground," 
says  CM  Vice  Chairman  Robert  A.  Lutz.  Besides,  says  Chief  Exec- 
utive G.  Richard  Wagoner,  GM — like  most  other  automakers — has 
a  policy  to  build  vehicles  in  the  market  where  they  are  sold. 

Ah,  but  things  change.  Even  Lutz  concedes  GM  China  is  only 
"six  to  seven  years"  away  from  producing  enough  cars  for 
export.  And,  already,  GM  is  importing  an  engine  built  in  China 
for  its  new  Canadian-built  Chevrolet  Equinox.  GM  says  that's 
because  it  had  available  capacity  at  an  engine  factory  in  China. 
What  might  it  do  with  an  excess  assembly  line?  F 


'Average  of  most  efficient  makers  worldwide. 
Source:  McKinsey  &  Co. 
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Payback  Time 


For  the  first  time  an  investor  will  collect  in  a  case 
involving  hypester  Jack  Grubman.  by  tomas  kellner 

A YEAR  AGO  FEDERAL  AND  STATE  REGULATORS  HIT  JACK  B. 
Grubman  with  a  $15  million  fine  for  issuing  fraudulent 
stock  reports,  the  largest  fine  ever  levied  on  a  stock  analyst. 
Thai  money  is  sitting  in  government  coffers.  Now  individ- 
ual investors  are  getting  their  pound  of  flesh. 

In  mid-March  an  arbitration  panel  set  up  by  the  National  Asso- 
ciation of  Securities  Dealers  held,  for  the  first  time,  that  Grubman 
and  his  former  employer,  Citigroup's  Salomon  Smith  Barney,  were 
liable  for  losses  sustained  by  an  investor.  The  investor,  Norman 
Ember,  said  he  bought  into  Grubman's  hype,  purchased  World- 
Com as  the  company  was  shedding  value,  and  lost  $205,369.98. 
The  arbitrators  ruled  his  losses  must  be  covered  to  the  penny. 

There  are  hundreds  of  claims  filed  against  Grubman  so  far,  just 
a  fraction  of  the  investors  who  followed  his  advice.  WorldCom  is 
now  the  focus  of  the  biggest  accounting  fraud  in  history.  Ember's 
lawyer,  Thomas  Fleming,  says  the  ruling  could  make  it  easier  for  oth- 
ers to  collect  from  Grubman,  as  well  as  from  other  former  boom 
analysts  like  Henry  Blodget  of  Merrill  Lynch.  Investors  are  almost  al- 
ways required  to  go  to  arbitration  under  the  NASD  to  resolve  Wall 
Street  disputes.  Most  cases  settle.  Just  over  half  of  those  who  push  for 
a  hearing  walk  away  with  money. 

Ember,  78,  is  a  retired  apparel  industry  executive  who  started 
trading  stocks  for  himself  20  years  ago.  Shortly  after  the  market 
crashed  in  the  spring  of  2000,  he  was  diagnosed  with  prostate  can- 
cer; his  wife  also  fell  seriously  ill.  He  couldn't  manage  his  money 
anymore  and  asked  Salomon  broker  Kenneth  Chapin  to  trade  the 
family's  IRA  holdings,  as  well  as  the  assets  of  the  Norman  and  Susan 
Ember  Foundation,  worth  about  $2  million  altogether. 

Chapin  began  buying  WorldCom,  pushed  by  Grubman,  even 
though  it  was  already  sliding  down.  He  bought  WorldCom  at  $37  in 
August  2000,  and  by  fall  it  had  dropped  to  $15.  Ember  called  Chapin 
to  get  out,  but  the  broker  begged  him  to  wait  until  January  2001, 
citing  Grubman's  Pollyannish  reports.  He  even  let  him  listen  in  on 
Grubman's  morning  calls  to  brokers.  "I  foolishly  agreed,"  says 
Ember.  He  bought  more  shares  at  $20  and  rode  the  stock  to  zero.  By 
July  2002,  when  his  wife  died,  he  was  out  $200,000.  He 
spent  three  months  in  mourning  and  then  hired 
Fleming  in  November. 

Grubman  may  have  little  to  worry  about 
from  the  NASD  ruling.  His  separation  agree- 
ment with  Salomon  requires  the  bank  to  pick 
up  any  legal  fees  and  possibly  even  the  award 
itself.  Not  bad  for  a  guy  who  used  to  make 
$20  million  a  year  and  got  $32  million  when 
he  left  Salomon  in  2002. 

The  firm  wouldn't  comment.  F 


The  little  people  are  coming:  Grubman. 
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ICE  CREAM  AND  ICE 

As  a  whimsical  lure  for  some  of  the  100,000  visitors 
who  tour  H.  Stern's  headquarters  in  the  swank 
Ipanema  neighborhood  in  Rio  de  Janeiro  each  year,  the 
jeweler  has  installed  an  ice  cream  parlor  in  a  vault- 
tucked  in  the  corner  of  its  opulent  retail  showroom. 

"I  thought  it  would  be  funny  to  have  it  look  like  the 
ice  cream  is  locked  up,  while  the  jewels  are  all  out 
there  in  the  open,"  says  Chief  Executive  Roberto  Stern. 

Ice  cream  in  a  jewelry  store?  Stern,  44,  has  been 
doing  a  lot  of  the  unconventional  lately  as  he  remakes 
the  $500  million  (estimated  sales)  privately  held 
firm  his  father  Hans  founded  in  1945  after  fleeing 

Nazi  Germany. 

Since  taking 
over  in  1998, 
Roberto  has 
simplified  the 
product  line 
and  empha- 
sized detailed 
touches  like 
asymmetrical 
designs  and 
small  gems 
hidden  inside 
bracelet  clasps. 

But  Roberto's 
biggest  tweak  is 
one  that  will 
carry  more  consequence  than  his 
ice  cream  gimmick. 

After  58  years  of  selling  only  in  its 
own  160  stores— located  mainly  in 
Brazil— Stern  is  putting  its  neck- 
laces, bracelets,  earrings  and 
watches  in  other  retailers'  stores, 
mostly  in  Europe. 
With  other  merchants,  that  kind  of  strategy  has 
often  backfired.  Tiffany,  which  sold  its  merchandise 
through  other  retailers  beginning  in  the  mid-1980s, 
went  back  to  selling  only  through  its  own  stores  in  the 
U.S.  and  Europe  in  2001.  "We  have  more  control  over 
the  brand  that  way,"  says  a  Tiffany  spokesman. 

And  there's  another  problem.  Stern  is  expanding  at  a 
time  when  overall  jewelry  demand  is  falling.  In  those 
few  markets  where  jewelry  sales  have  risen  over  the 
past  ten  years  (the  U.K.  and  the  U.S.)  there's  been  a 
shift  to  the  very  high  and  the  very  low  ends. 

Does  that  discourage  Stern,  whose  target  price 
range  is  $2,000  to  $5,000?  He  dismisses  it.  "People 
are  afraid  to  walk  into  jewelry  stores,"  he  says.  "We 
want  people  to  come  in,  have  fun,  be  comfortable." 

—Alexandra  Kirkman 


Vijay  Singh  is  known  on  the  PGA  Tour 
for  his  work  ethic  and  dedication  to 
excellence.  Values  that  have  elevated 
him  to  the  top  of  his  profession.  Values 
that  we  share.  Last  year,  Vijay  won  four 
PGA  Tour  events  and  led  the  Tour  with 
18  Top  10  finishes,  becoming  #1  on  the 
PGA  Tour  Money  List.  We  played  a  good 
game,  too.  Our  StarQualitySM  trained 
and  certified  employees  delivered  an 
exceptional  customer  experience.  And 
we  ended  the  year  with  a  score  of  92% 
for  customer  satisfaction  and  99.7%  for 
billing  accuracy. 

We're  proud  to  have  Vijay  on  our  team. 
And  together  we  look  forward  to  another 
winning  year.  Call  1-877-MCLEODUSA 
and  find  out  how  our  cost-effective 
Preferred  AdvantageSM  voice,  data  and 
Internet  services  can  help  you  win  your 
game,  too. 


Hard  working, 
focused  and 
a  winner. 
Just  the  kind  of 
person  we  like 
on  our  team. 


1-877-MCLEOD  USA  mcleodusa.com 
VOICE     •     DATA     •  INTERNET 


McLeodUSA 


Continental  Airlines  flies  24/7.  They  asked  Xerc 
advisories  digitally.  Result?  Paper's  eliminate* 
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itime's  sky  high.  There's  a  new  way  to  look  at  it. 
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CHN  KERRY  \0  TED  FOR  A  RECENT  NORTH  AMERICAN  AGREE- 
nent  on  free  t  -aie,  that  took  effect  in  1994.  Would  he  have  sup- 
ported the  first  one?  In  1787  a  bunch  of  free-traders  putting 
:ogether  a  cons  itution  came  up  with  this  revolutionary  lan- 
51  age:  "No  st£te  shall,  without  the  consent  of  Congress,  lay  any 
niposts  or  duties  on  imports  or  exports."  The  senator  might 
i£  ve  liked  the  idea  that  the  colonies  would  grow  faster  by  com- 
peting with  oic-  another.  Or  he  might  have  made  some  crack 
ilout  Benedict  \rnold. 

It  is  a  contc-n  ious  business,  taking  down  barriers  to  the  flow  of 
commerce.  Dojesri't  that  mean  that  a  factory  in  Connecticut  could 
put  hatters  in  Massachusetts  out  of  business?  Or,  two  centuries  later, 
that  cheapjamr  in  Guangdong  could  bankrupt  a  company  in  Ohio? 
""Trje^pftffectionists  have  something  to  complain  about:  How 


can  America,  home  to  thriving  innovation  but  also  high  union 
payrolls  and  the  lowest  trade  barriers,  compete  with  the  slave 
wages  and  hungry  ambitions  of  places  like  China,  where  per 
capita  income  is  all  of  $438  a  year?  U.S.  companies  added  2.1 
million  jobs  overseas  from  1996  to  2001,  a  35%  increase.  Trai- 
tors, maybe.  But  it  wasn't  net-net  loss;  foreign  rivals  increased 


jobs  in  the  U.S.  by  36%,  or  1.5  million. 

Is  free  trade  bad  for  our  prosperity?  Despite  a  surge  of  over 
seas  competition  in  the  1990s,  the  U.S.  was  able  to  add  16  mill 
lion  jobs.  Does  Wal-Mart  hurt  Americans?  It  will  buy  $1 5  billioi 
in  goods  from  China  this  year  and  double  that  in  five  years.  Ye 
that  will  let  middle-class  Americans  live  better.  It  will  boos 
overseas  hiring  56%  to  half  a  million  workers  by  2009,  but  tha 
will  help  it  succeed  in  the  U.S.,  where  its  work  force  will  grov 
50%  to  1.8  million. 

Since  the  time  of  the  Constitutional  Convention,  the  worli 
has  moved,  very  haltingly,  toward  free  trade.  Exports  were 
strong  suit  for  the  U.S.  economy  during  World  War  I;  they  col 
lapsed  in  the  Smoot-Hawley  depression  of  the  1930s.  President 
John  Kennedy  and  Bill  Clinton  fought  for  treaties  to  lower  trad 
barriers;  George  Bush  will  be  remembered  for  his  steel  tariffs. 

If  politicians  are  hesitant  about  globalism,  the  moderi 
industrial  enterprise  is  not.  As  early  as  1897  the  Singer  Sewin; 
Machine  Co.  had  a  huge  factory  in  Russia.  Now  many  U.S.  com 
panies  get  more  than  half  their  profits  abroad,  while  foreigi 
companies  own  large  chunks  of  U.S.  industrial  capacity,  notabf 
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i  cars,  cement  and  oil.  In  this  issue  of  FORBES,  we  are  recog- 
izing  this  reality  with  a  single  list  of  the  world's  corporate 
liants.  We  are  combining  the  ranking  of  American  companies 
hat  we  have  published  for  35  years  in  the  spring  with  what  was 
separate  list  of  foreign  companies  published  in  the  summer. 
Politicians  still  make  an  us-versus-them  distinction,  but  con- 


ixport  Share  of  GDP 


1903   '20  '30  '40  '50  '60  70  '80  '90  2003 

U.S.  figures  after  1928  include  goods  and  services. 
Source:  U.S.  Department  of  Commerce. 


'Figures  for  2001.  'Figures  for  2002 
Source:  World  Bank 


sumers,  employees  and  investors  cannot.  What  is  Sony's  nation- 
ality? The  headquarters  are  in  Japan,  but  more  of  its  sales  are 
over  here.  Is  Shell  an  American,  a  British  or  a  Dutch  firm?  It's  all 
three.  There  is  no  point  in  assigning  Schlumberger  to  either 
French  or  American  soil  because  its  oilfield  service  business  has 
literally  gone  offshore  with  deepwater  platforms. 

As  we  have  done  since  1969,  we  measure  corpo- 
rate heft  in  four  dimensions:  sales,  assets,  profits  and 
market  value.  Any  one  of  these  measures  yields  a 
lopsided  list.  A  sales  ranking  gives  too  much  impor- 
tance to  retailers;  a  profits  ranking  would  make 
Time  Warner  disappear  when  it  has  a  big  writeoff. 
Our  list  scores  2,000  global  giants  on  a  composite 
measure. 

On  page  76  we  describe  the  global  wins  and  losses 
of  that  fearsome  behemoth  Wal-Mart.  Outsourcing's 
winners  and  losers  are  portrayed  in  a  story  on  page 
94,  an  American  manufacturing  success  story  on  page 
104.  The  corporate  ranking  begins  with  Citigroup,  in 
the  foldout  after  page  144.  F 
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Wall -to! 


The  retailer  conquered  America  and  made  it  lo 
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bl-Mart 

.  The  rest  of  the  world  is  a  tougher  battleground.  By  Bruce  Upbi 
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10  1 ,000  Supercenters  to  be  added  in 
for  Wal-Mart  is  mop-up.  It  already 
Us,  more  clothes  than  the  Gap  and 
and  mo're  food  than  Kroger.  If  it  were  its  own 
economy,  Wal-Mart  Stores  would  rank  30th  in  the  world,  right 
behind  Saudi  Arabia.  Growing  at  1 1%  a  year,  Wal-Mart  would  hit 
half  a  trillion  dollars  in  sales  by  early  in  the  next  decade. 

But  its  mesmerizing  success  in  the  U.S.  masks  this  fact:  Over- 
seas, Wal-Mart  has  won  some — and  lost  a  lot.  Just  a  few  victories 
have  been  swift:  Canada,  Mexico  and  the  U.K.  More  than  80%  of 
its  international  revenue  comes  from  these  three  countries. 

In  Europe  it  has  proven  at  times  adept,  at  times  inept,  at 
acquiring.  In  China  it  struggles  with  a  dauntingly  primitive  sup- 
ply chain.  In  Japan  it  is  taking  rice-grain-size  steps  so  as  not  to 
damage  a  powerful  but  backward  retail  ecosystem.  It  has  achieved 
runaway  success  in  Mexico,  but  stumbled  among  stronger  com- 
petitors in  the  huge  markets  of  Brazil  and  Argentina. 

Some  big  blunders  are  behind  it.  Wal-Mart  entered  Hong 
Kong  in  1 994  and  left  two  years  later  after 
screwing  up  merchandise  selection  and 
location.  It  entered  Indonesia  in  1996,  but 


LATIN  AMERICA 

Bumps  in  Brazil 

il  iyi/1995,  raring  to 
Mexico.  Walmex,  as 
eedea  in  part  because 
so/big.  By  the  mid- 
had  g/adually  acquired 
largest  retailer  in  Mexico. 
Cifra  brought  with  it  a  thorough  under- 
standing of  the  Mexican  consumer.  With 
revenue  of  $10.7  billion  Walmex  last  year 
achieved  a  4.5%  net  margin,  besting  the 
3.5%  of  Wal-Mart  overall. 

Brazil  looked  like  a  snap.  Weeks  after 
the  first  Supercenter  opened  in  Sao 
Paulo,  the  parking  lot  was  full  by  9:30 
a.m.  on  a  Saturday  and  people  were  wait- 
ing two  hours  to  buy  a  roasted  chicken 
for  $2.80, 30%  less  than  at  nearby  super- 


tucked  tail  soon  after  a  Jakarta  store  was  looted  and  torched  dur- 
ing the  1997-98  riots.  Wal-Mart  lost  hundreds  of  millions  of  dol- 
lars in  Germany  after  trying  to  force  its  systems  on  two  acquisi- 
tions. It  has  yet  to  click  in  South  Korea,  where  its  Supercenters 
misread  local  tastes  and  sit  too  far  outside  city  centers. 

One  thing  Wal-Mart  has  going  for  it — beside  the  fealty  of 
suppliers  and  an  $1 1  billion  capital  budget — is  a  distaste  for  mak- 
ing mistakes  twice.  Operations  staff  from  36  regions  fly  into  Ben- 
tonville,  Ark.  to  attend  its  famed  7:30  a.m.  Friday  meetings,  which 
perform  hours-long  postmortems  on  what  went  right  and  wrong 
that  week.  The  international  crew  joins  that  grueling  powwow, 
too.  "We're  still  very  young  at  this,  we're  still  learning,"  says  John 
Menzer,  chief  executive  of  Wal-Mart  International. 

International  is  already  the  fastest-growing  division,  account- 
ing for  a  fifth  of  revenue,  or  $47.5  billion — the  size  of  Target — 
and  a  fifth  of  operating  income  (earnings  before  interest,  taxes 
and  minority  interest),  or  $2.4  billion.  Over  the  next  three  to  five 
years,  company  Chief  Lee  Scott  insists,  sales  from  abroad  must 
contribute  a  third  of  earnings  and  sales  growth.  It  missed  both 
targets  last  year,  adding  $6.8  billion  to  the  company's  overall 
increase  of  $26.7  billion  in  revenue  and  $372  million  to  the  total 
$1.8  billion  lift  in  operating  income. 

The  Wal-Martization  of  the  world  is  changing  commerce 
around  the  planet,  for  good  and  ill.  By  importing  so  many 
goods  from  low-wage  countries  like  China,  it  eliminates  man- 
ufacturing jobs  and  depresses  wage  growth  in  the  U.S. — and 
has  the  same  effect  in  any  country  where  it  achieves  significant 
density.  But  by  selling  goods  for  less,  Wal-Mart  raises  living 
standards.  It  will  create  800,000  jobs  worldwide  over  the  next 
several  years,  not  to  mention  the  labor  needed  to  build  the 
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stores,  parking  lots  and  distribution  centers.  Yin  and  yang. 

Bentonville  has  gotten  a  lot  of  flak  for  squeezing  its  U.S.  sup- 
pliers to  the  point  of  asphyxiation.  But  for  every  casually,  there 
are  successful  upstarts  like  Orange  Glo  International.  The  family- 
run  household  products  company  in  Greenwood  Village,  Colo, 
got  picked  up  by  Wal-Mart  in  1998  and  two  years  later  went  over- 
seas. Wal-Mart  gave  Orange  Glo  a  few  pointers,  urging  it  to  make 
its  tubs  of  OxiClean  stain  remover  two  inches  shorter  to  fit  on 
Japan's  lower  store  shelves  and  to  hire  a  full-time  employee  for 
floor  demonstrations  at  the  Sam's  Club  in  Shenzhen,  China. 
Orange  Glo  now  ships  U.S. -made  goods  to  11  countries;  its  sales 
have  more  than  quadrupled  to  $400  million  since  1999. 

Sam  Walton  wasn't  one  to  stare  at  a  map  on  the  wall  and 
dream  of  conquest.  He  died  in  1992,  when  Wal-Mart's  global 
ambitions  consisted  of  two  Sam's  Clubs  in  Mexico  City.  A  year 
later  Rob  Walton,  chairman,  and  David  Glass,  chief  executive, 
asked  Bob  L.  Martin,  chief  information  officer,  to  forge  abroad. 

Martin  went  on  a  wild  ride,  mixing  franchising,  acquisition, 
virgin  development  and  joint  venture.  When  he  retired  in  1999, 
International  had  $12  billion  in  sales  and  $550  million  in  operating 
profit — and  became  the  largest  retailer  in  Canada  and  Mexico. 

Time  for  a  numbers  wonk.  John  Menzer  had  been  Wal-Mart's 
chief  financial  officer  since  1995  and  brought  a  passion  for  preci- 
sion and  planning.  The  1 999  acquisition  of 
ASDA,  then  the  U.K.'s  third-largest  grocer, 
was  followed  by  two  and  a  half  years  of 
careful  technology  integration  and 
employee  training.  He  wasn't  about  to 
repeat  the  chaos  of  the  rushed  acquisitions 
in  Germany.  Armed  with  four  years'  worth 


"We  are  still 
very  young  at 
this.  We  are 
still  learning.' 


of  studies  and  oudines  of  the  Japanese  market,  Menzer  took  only  a 
sip,  spending  $5 1  million  for  a  6%  stake  of  the  Seiyu  chain  in  2002. 
Seiyu's  stock  price  more  than  doubled  after  the  news  broke,  but 
Menzer  had  secured  warrants  to  up  its  interest  to  67%  at  a  fixed 
price.  He  remembered  how  Wal-Mart  had  paid  ever  higher  prices 
to  add  to  its  stake  in  Mexican  retailer  Cifra  in  the  1990s. 

Menzer  has  ordered  all  his  country  presidents  to  make  their 
own  decisions  in  order  to  enact  them  faster.  Each  handles  his  own 
sourcing,  merchandising  and  real  estate.  "Over  time  all  you  really 
have  is  speed.  I  think  that's  our  most  important  asset,"  he  says. 

Some  of  Wal-Mart's  labor  problems  have  dogged  it  overseas. 
The  largest  union  in  Germany  tried  to  get  Wal-Mart  to  sign  an  in- 
dustrywide collective  bargaining  agreement,  but  the  retailer  refused 
to  sign  any  omnibus  contract  because  it  says  its  stores  already  had 
the  terms  in  place.  In  China,  where  unions  have  little  clout,  Wal- 
Mart  has  refused  to  kick  in  the  customary  2%  of  wages  to  the  state- 
run  labor  councils,  paying  it  instead  into  a  fund  for  employees. 

Competitors  everywhere  are  bracing  for  a  fight.  Tesco,  the 
U.K.'s  biggest  grocer,  has  opened  superstores  and  added  merchan- 
dise space  faster  than  ASDA.  The  two  largest  retailers  in  China,  Lian- 
hua  and  Huilan,  merged  last  year  into  one  state-owned  firm  called 
the  Bailian  Group,  with  annual  sales  of  $8  billion. 

Where  Wal-Mart  goes  next  is  a  well-kept  secret.  Rumors 
swirl  of  buyout  overtures  to  Italy's 
Esselunga  chain,  France's  global  giants 
Carrefour  and  Auchan,  Japan's  Daiei  or 
Aeon.  In  plans  kept  hush  until  now,  40 
Wal-Mart  managers  are  convening  in 
Russia  in  April  to  study  trucking  routes, 
distribution  points,  rival  store  locations, 
shopping  habits.  With  stumbles  along  the 
way,  this  retail  revolution  will  be  exported 
to  all  corners  of  the  globe.  F 


Sao  Paulo  shoppers  at  an  ultracheap  Todo  Dia  store,  a  winning  format  imported  from  Mexico. 


markets.  Over  in  Argentina  similar 
crowds  were  turning  out  in  Buenos 
Aires.  But  the  crowds  soon  thinned,  as  a 
price  war  ensued  between  Wal-Mart  and 
French  chain  Carrefour,  which  opened 
hypermarkets  in  Brazil  in  1975  and 
Argentina  in  1982.  In  a  blatant  salvo, 
Carrefour  built  a  hypermarket  right  next 
to  Wal-Mart's  first  Sao  Paulo  Super- 
center.  The  store  sells  two  times  what 
Wal-Mart  does,  says  a  former  Carrefour 
executive.  Last  year  Wal-Mart's  same- 
store  sales  in  Brazil  were  modestly  neg- 
ative. 

Its  biggest  mistake:  not  making  large 
acquisitions.  After  nine  years,  combined 
sales  for  Brazil  and  Argentina  were  just 
over  $500  million  in  2003,  says  consul- 
tancy Management  Ventures.  In  Brazil, 
Wal-Mart  has  25  stores  and  is  the  sixth- 


largest  retailer.  Rival  Companhia  Brasileira 
de  Distribuicao,  the  country's  largest 
retailer,  has  499  stores  and  $3.7  billion  in 
sales.  In  Argentina,  Wal-Mart  has  just  1 1 
stores;  Carrefour  has  24. 

The  company  made  other  mistakes  in 
South  America.  Store  layouts  were  initially 
carbon  copies  of  those  in  the  U.S.  The 
head  of  Wal-Mart  in  Argentina,  who 
didn't  speak  Spanish,  held  meetings  with 
suppliers  in  English,  even  though  nearly 
all  of  them  were  Argentinean. 

Wal-Mart  Brazil  President  Vincent 
Trius,  a  Spaniard,  concedes  errors.  "We've 
learned  through  the  years  to  adapt  to  the 
local  market,"  he  says.  New  stores  in  Brazil 
and  Argentina  devote  twice  as  much  sell- 
ing space  to  food  as  the  U.S.  stores  and 
now  have  one  entrance,  instead  of  two,  to 
reduce  confusion — and  theft.  Country 
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heads  are  fluent  speakers  of  either  Spanish  bakery  department,  housewife  Adelaide  da 

or  Portuguese.  Silva  das  Freitas  rhapsodizes,  "My  kids 

One  thing  Wal-Mart  Brazil  has  sue-  even  did  a  price  comparison  and  found 

cessfully  imported  is  Walmex's  low-priced  the  school  supplies  were  cheaper  here  than 

Bodega  stores,  renamed  Wal-Mart  Todo  anywhere  else." 

Dia.  While  stocking  up  on  fresh  rolls  in  the         On  Mar.  1  Wal-Mart  bought  the  1 1 8 


EUROPE 

Gold  Mines  and  Quicksand 


It  took1  Wal-Mart  International  five  years 
to  invade  Europe.  When  it  did,  making 
three  acquisitions  in  two  years,  one  foot 
landed  in  quicksand,  in  Germany.  The 
other  touched  a  gold  mine,  in  Britain. 

VVM-Mart  spent  wisely  when  it 
acquired  ASDA  for  $11  billion.  The  British 
chain  had  been  modeling  itself  for  years 
on  Wal-Mart,  right  down  to  the  rah-rah 
philosophy  and  everyday  low  prices. 
"When  we  were  acquired,  it  was  like 
acquiring  a  clone,"  says  Tony  DeNunzio, 
who  runs  ASDA  from  a  modest,  two-story 
office  building  in  Leeds. 

After  Wal-Mart's  arrival  the  clone  got 
even  better,  expanding  sales  from  $16.8 
billion  in  1999  to  $21.7  billion  last  year, 
despite  annual  store  growth  of  only  3%. 

The  reinvigorated  ASDA  undercut 
rivals'  prices,  added  general  merchandise 
and  unleashed  Wal-Mart's  inventory 
prowess  without  mucking  up  its  flair  for 
selecting  food  and  apparel.  In  some  ways 
ASDA  is  better  than  Wal-Mart.  Sales  per 


square  foot  go  as  high  as  $2,000,  four 
times  higher  than  even  a  Sam's  Club.  Last 
Christmas  nine  out  of  the  ten  top- selling 
Wal-Mart  stores  worldwide  were  in  the 
U.K.  Sales  in  DVD  players  were  so  brisk 
that  ASDA  chartered  a  jet  to  bring  in  30,000 
more  at  the  last  minute. 

The  blindingly  white  aisles  of  the 
ASDA/Wal-Mart  Supercentre  in  Sheffield 
were  humming  on  a  recent  chilly  Wednes- 
day afternoon.  Newly  retrofitted,  the  store 
is  a  model  of  how  to  squeeze  a  vast  Super- 
centre  into  a  nation  where  planning  coun- 
cils make  expansion  extremely  difficult. 
The  Sheffield  store  built  a  second  floor 
under  the  existing  roof.  For  eight  months 
grocery  shoppers  moved  to  a  tent  in  the 
parking  lot  while  it  constructed  a  mezza- 
nine, increasing  selling  space  60%  to 
90,000  square  feet.  Since  then  it  has 
boosted  weekly  volume  from  $1.5  million 
to  $2.2  million  by  adding  such  merchan- 
dise as  $1,000  diamond  rings  and  ASDA's 
George  line  of  cheap-as-dirt  private  label 


Bompreco  stores  from  troubled  Dutch 
retailer  Ahold  for  $300  million.  They  are 
in  the  poorer  northeastern  part  of  the 
country;  the  acquisition  does  little  to 
strengthen  Wal-Mart's  foothold  in  wealth- 
ier southern  Brazil.        — Kerry  A.  Dolan 

ASDA's  Sheffield  store  cafers  to  local  tastes, 
stocking  piccalilli  relish  in  bulk. 

clothing  which,  it  claims,  has  become  the 
second-largest  clothing  brand,  by  volume, 
in  the  U.K.  ASDA  also  packed  in  an  optical 
center,  a  health  and  beauty  department 
and  a  film-processing  station. 

In  groceries  the  expertise  runs  the 
other  way.  ASDA  knows  food,  particularly 
house  brands,  which  account  for  50%  of 
grocery  sales.  ASDA's  Extra  Special  Choco- 
late will  likely  be  sold  in  the  US. 

The  problem  for  ASDA  will  be  where  to 
go  from  here.  It  expressed  interest  in  bid- 
ding for  the  Safeway  supermarket  chain, 
which  would  have  made  it  the  second- 
largest  U.K.  grocer.  Britain's  Competition 
Commission  instead  approved  a  Safeway 
merger  with  the  smaller  Morrison's  to 
maintain  four  strong  players. 

What  a  contrast  to  Wal-Mart's 
$2.7  billion  German  operation.  Six  years 
into  it,  it  still  loses  money,  say  analysts; 
same-store  sales  are  stubbornly  negative. 
Things  went  badly  from  the  outset,  when 
Wal-Mart  purchased  Wertkauf  and  Inter- 
spar,  two  small  German  chains,  in  1997 
and  1998.  (Interspar,  a  dog,  had  already 
been  sold  five  or  six  times  before.) 

To  make  matters  worse,  "We  moved  the 
head  office,  rebranded,  repriced — all  within 
12  months,"  says  DeNunzio,  chief  finan- 
cial officer  of  European  operations  2000- 
01.  "In  hindsight,  it  was  much  too  fast." 

Germans  were  caught  off-guard  by 
cashiers  bagging  their  stuff.  "People  said, 
'What  are  they  doing  with  my  merchan- 
dise?'" says  a  company  spokeswoman. 
Nevertheless,  Wal-Mart  still  offers  to  help 
pack  customers'  groceries.  One  big  hit: 
singles  day.  At  designated  spots  through- 
out stores — "flirt  stations,"  if  you  will — 
unattached  shoppers  can  pick  up  free 
samples  of  products  and  foods — and 
romantic  prospects. 

For  decades  German  law  forced  stores 
to  close  at  4  p.m.  on  Saturdays  and  all  day 
Sundays,  Wal-Mart's  busiest  days.  Some 
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Chapter  6  Managing  Taxes 


How  a  couple 
of  investors 

avoided  being 
bitten  by  taxes 

by  choosing  a  fund  that 
knew  how  to  hold  still. 


^X^hen  comparing  mutual  fund  tax  advantages,  how  a  fund  is 
managed  can  make  a  big  difference.  What  should  you  watch  for? 
A  high  turnover  rate. 

Aggressively  managed  funds  that  are  constantly  adjusting 
their  positions  turn  over  a  lot.  And  all  that  turnover  can  mean 
higher  taxes. 

Tax-managed  funds,  on  the  other  hand,  stay  the  course  to 
keep  turnover  low.  Which  can  help  make  for  less  churning  in 
your  stomach  around  tax  time. 

If  smaller  bites  sound  better,  call  us  at  1-800-523-9447,  or 
visit  us  at  Vanguard.com.® 
We  can  help. 


1-800-523-9447 
www.vanguard.com 


THF\^guardGRQiJP 


3all  for  a  prospectus  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information. 
3ead  it  carefully  before  investing.  Tax-managed  funds  may  or  may  not  meet  their  objective  of  being  tax  efficient, 
b  2004  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 


WE  STARTED  IN 
THE  MAILROOM. 

NOW  WE'RE 
PRACTICALLY 

RUNNING 
THE  PLACE 


If  you  still  think  of  Pitney  Bowes  as  the  postage-meter  people,  here's  a  thought: 
Today,  we're  working  with  nearly  every  FORTUNE  500  company,  engineering  solutions 
that  go  far  beyond  the  mailroom. 

By  optimizing  the  flow  of  documents,  mail  and  data  that  stream  into  and  out  of 
your  organization,  we  can  transform  it  into  a  powerful  tool  for  advancing  business. 

The  results  can  be  extraordinary:  From  more-profitable  customer  relationships  to 
improved  cash  flow;  a  safer,  more-secure  operation  to  24/7  backup  in  case  of  disaster. 
The  list  is  virtually  endless.  But,  then,  so  are  our  ideas. 

Hopefully,  we've  piqued  your  curiosity.  But  we  can  assure  you  that  it  will  be  fully 
rewarded  with  a  visit  to  pb.com/solutions.  Or,  if  you  prefer,  a  call  to  1  866  DOC  FLOW. 

HI  Pitney  Bowes 

Engineering  the  flow  of  communication 


iey  Bowes  Inc.  All  Rights  Reserved. 
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restrictions  have  been  relaxed.  Now  stores 
can  open  from  7  a.m.  to  8  p.m.  six  days  a 
week.  (Sunday  is  still  verboten.) 

Wal-Mart  predicts  positive  cash  flow 
by  year-end,  but  that  may  be  a  stretch.  The 
retail  colossus  almost  seems  in  retreat. 


There  are  no  openings  planned  for  2004. 
In  an  almost  unprecedented  move,  it 
closed  a  store  in  the  Esslingen  mall  near 
Stuttgart,  then  chose  not  to  rebuild  a 
Cologne  store  that  burned  down.  It 
stepped  back  from  a  projected  store  in 


Berlin.  Thomas  Lindau,  a  marketing 
sultant  with  Research  International,  | 
out  scant  hope  for  a  turnaround: 
years  they've  tried  and  tried  and  c 
succeed.  It's  going  to  be  tough." 

— Joshua  I 


Must  be  rollback 
time  on  ribs  at  the 
Shenzhen  store 

CHINA 


The  Slow  Boat 

[fanylrtation  can  sustain  a  scale  replica  of 
:jie  U.S.  Wal-Mart  operation,  it's  China, 
iome  tb  170  cities  with  populations  above 
t  million.  But  despite  some  early  successes, 
;he  bitflding  of  a  great  Wal  of  China  is 
^laguqcjl  by  problems  that  defy  quick  solu 


riensrChief  among  them  are  a  spotty  sup- 
ply chain,  strong  local  and  foreign  compe- 
tition and  lots  of  red  tape. 

After  eight  years  Wal-Mart's  China 
operations  gross  only  $670  million.  The 
company  expects  to  open  7  stores  this 
year,  bringing  its  total  to  41. 

The  Communist  government  has 
boxed  foreign  retailers  into  designated  ter- 
ritories to  limit  competition.  Even  though 
it  has  had  outlets  in  China  since  1996, 
Wal-Mart  has  yet  to  open  a  store  in  boom- 
ing Shanghai  and  has  only  one  in  Beijing. 
By  year-end  11  of  its  stores  will  be  in  the 
southern  city  of  Shenzhen. 

Despite  a  decade  of  effort  Wal-Mart 
executives  admit  they  still  haven't  created 
a  strong  supply  chain.  Under  national  law 
Wal-Mart  can't  buy  from  many  of  the 
same  suppliers  that  feed  its  massive 
$15-biIlion-a-year  export  operation  in 


Shenzhen.  Centralized  purchasing  is  also 
crimped  by  rules  that  require  liquor  and 
tobacco  to  be  bought  locally.  A  lot  of  the 
leafy  vegetables  the  Chinese  love  must  be 
bought  nearby,  too.  Even  for  nonperish- 
able  goods,  the  limited  road  network  and 
choked  rail  lines  make  sourcing  and  distri- 
bution unpredictable. 

Yet  Joseph  Hatfield,  president  of  Wal- 
Mart  Asia,  has  reason  to  be  patient.  "If  you 
want  to  look  for  an  opportunity  five  or  ten 
years  down  the  road,  China  will  be  an 
extremely  important  place  to  be.  So  much 
for  my  bandwagon,"  he  laughs. 

Wal-Mart's  effort  to  win  over  shop- 
pers in  this  far-off,  complex  country 
would  startle  even  the  company's  biggest 
detractors.  Whole  pigs  hang  from  hooks. 
Deli  cases  display  chicken  feet,  fresh-cut 
pig  ears  and  cow  lung.  The  smell  of  yellow 
grouper  wafts  from  freshwater  tanks 
nearby.  L'Oreal  women's  face  masks  that 
tint  Chinese  skin  white  were  one  of  last 
year's  biggest  hits. 

The  retailer  wants  to  win  customers 
like  Xu  Hui,  a  housewife  who  lives  near  a 
Shenzhen  Supercenter.  On  a  recent  day 
she  was  picking  through  a  veggie  selection 
that's  almost  twice  as  big  as  those  in  the 
States:  "We've  lived  here  for  two  years,  and 
this  is  the  only  place  I  shop,"  she  says, 


nudging  along  a  shopping  cart  a 
Andrews  belts  out  "The  Sound  of  I 
over  the  speaker  system. 

Partial  liberation  from  red  tape  i 
near.  Up  until  now  Wal-Mart  anc 
foreign  retailers  had  to  offer  a  35%  s 
each  store  to  a  Chinese  joint  ventur 
ner  and  were  restricted  to  a  territ 
40  or  so  cities  each.  But  after  this  C 
ber,  as  part  of  China's  admission 
World  Trade  Organization,  the  gc 
ment  will  allow  foreign  retailers  t( 
their  own  stores  outright  in  any  cir 
choose,  assuming  they  can  get  go 
ment  building  permits.  With  clearer 
and  freedoms  Wal-Mart  may  ac 
existing  retail  outlets  to  scale  up 
"They're  behind  the  locals  in  their  ki 
edge  of  local  taste,  but  they  can  bu) 
knowledge,"  says  Dennis  Chung,  an 
lyst  at  DBS  Vickers  in  Hong  Kong. 

"I  think  there  will  be  opportunit 
consolidation,"  Hatfield  says,  especia 
state-owned  retailers.  "We're  not  opp 
to  looking  at  things  like  that." 

Many  Chinese  retailers,  like  ! 
Kong-listed  WuMart,  are  hampere 
regional  focus  and  limited  soun 
Shanghai's  Bailian  Group,  the  couH 
number  one  retailer  with  $8  billic 
sales,  has  great  aspirations  but  is  stats 
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id  focused  on  its  home  city. 

Metro,  a  German  chain  with  $60  bil- 
3n  in  world  revenue,  has  said  it  plans  to 
lvest  $700  million  to  add  40  Chinese 
ores  to  the  1 8  it  already  has.  Like  Wal- 
lart,  France's  Carrefour  has  moved  its 
lobal  purchasing  center  to  China  and  is 
ipidly  adding  to  its  43  stores  there. 


A  bigger  threat  to  Wal-Mart  might  be 
Du  Sha,  one  of  China's  richest  entrepre- 
neurs, who  operates  a  privately  run 
hypermarket  chain,  the  Home  World 
Group,  in  northern  China.  He  plans  to 
increase  the  number  of  stores  from  26 
today  to  150  in  the  next  four  years,  funnel- 
ing  $750  million,  in  part  from  a  planned 


 '  £=A^V^V^y' 

public  offering.  His  sales  are  accelerating  at 
the  pace  Wal-Mart's  did  in  the  U.S.  in  the 
1980s,  up  43%  in  2002. 

"Ten  years  from  now  the  retail  indus- 
try in  China  will  be  dominated  by  Chinese 
companies,"  says  Du.  Perhaps.  But  Wal- 
Mart  is  just  warming  up. 

— Russell  Flannery 


hain  with  $8.9 


Japan  is  Seiyu,  the 
;esV /grocer,  a  400-store 
illion  in  sales.  When  it 
greed  to  sell  Wal-Mart  a  6%  stake,  the 
ompany  was  nearly  bankrupt  and  had  lit- 
le  to  distinguish  itself  from  its  competitors, 
ays  Seiyu  President  Masao  Kikuchi.  Two 
ears  later  it  still  seems  to  be  struggling, 
levenue  fell  17%  as  it  posted  a  loss  of  $65 
nillion  in  2003.  Walk  around  a  Seiyu  store 
aid  you  will  be  hard-pressed  to  notice  any 
lifference  from  before. 

Look  closer,  though,  and  you  see  a  rev- 
olution in  the  works.  Fifty-three  Wal-Mar- 
pans  have  converged  to  move  Seiyu's  point- 
of-sale  and  inventory  tracking  systems  over 
o  the  standard  Wal-Mart  setup.  It  will  take 
hree  years  for  them  to  switch  over  all  400 
stores,  and  then  they'll  move  on  to  Seiyu's 
distribution  centers.  Store  managers  will 
•enow  how  many  items  of  each  individual 
)rand  were  sold,  how  many  are  on  the  shelf 
ind  how  many  are  in  the  warehouse. 
The  future  of  Japanese  shopping  as  Wal- 
art  sees  it  lies  in  the  Futamatagawa  store, 


near  Yokohama.  First,  the  com- 
pany moved  most  general  mer- 
chandise upstairs  and  put  all 
the  food  onto  the  first  floor. 
The  entrance  has  been  turned 

into  a  wide,  inviting  funnel 

j    vir    i  /•  .   The  newly  remodeled  Seiyu  store  in  Futamatagawa. 

crammed  with  fresh  fruits  and 


vegetables.  A  greeter  hands  out  baskets  to 
arriving  customers  and  answers  questions. 
Wal-Mart  has  made  the  elevators  to  the 
parking  lot  big  enough  to  hold  shopping 
carts  and  has  radically  increased  the  number 
of  cash  registers.  Sales  of  food  at  the  store  are 
up  50%  from  last  year. 

But  not  everything  is  going  according 
to  plan.  On  the  second  floor,  even  though 
clothing  prices  have  been  cut  by  20%  as 
generics  replaced  brand  items,  sales  have 
fallen  10%.  The  Japanese,  apparently,  like 
their  brands.  Still,  overall  revenue  at  the 
Futamatagawa  store  has  risen  17%  since 
Wal-Mart  made  its  changes. 

The  real  challenge  for  Wal-Mart  will  be 
dealing  with  the  convoluted  and  opaque 
Japanese  distribution  system.  Realizing  that 


here  in  the  World  Is  Wal-Mart? 

STORE  COUNTS 


many  manufacturers  will  sell  only  through 
their  traditional  wholesalers,  Wal-Mart  has 
decided  to  work  with  them  when  necessary 
and  help  educate  them  in  how  to  cut  their 
own  costs.  To  wean  suppliers  away  from 
middlemen,  Wal-Mart  holds  out  the  carrot 
of  access  to  its  5,000  outlets  around  the 
world.  At  the  same  time  it's  trying  to  en- 
courage Seiyu  buyers  to  turn  to  Wal-Mart's 
global  partners  like  Procter  &  Gamble, 
Nesde,  Johnson  &  Johnson  and  Kellogg. 

Wal-Mart  is  learning  from  Seiyu,  as 
well.  Its  systems  will  have  to  adapt  to  the 
rigor  of  Japanese  shoppers,  many  of 
whom  can  tell  just  by  tasting  a  piece  of  fish 
whether  it  has  ever  been  frozen;  prices  can 
drop  five  times  a  day  as  the  fish  ages. 

— Benjamin  Fulford 


SALES  GROWTH  BY  REGION 


Mexico 
Japan 
United  Kingdom 
Canada 
Germany 
Puerto  Rico 
China 
Brazil 


1640 


1404* 


267 


236 


|53 


1 34 

25 

South  Korea  J 15 
Argentina  |ll 

•Via  its  minority  stake  in  the  Seiyu,  Ltd.  Sources:  Wal-Mart;  Management  Ventures. 


TOTAL  SALES 
$256  (BIL) 


Sales 

Annualized 

2003 

growth 

($mil) 

2001-03 

Argentina 

$122 

2% 

Brazil 

388 

13 

Canada 

7,165 

15 

China 

673 

30 

Germany 

2,743 

-7 

Mexico 

10,659 

17 

Puerto  Rico 

2,413 

30 

South  Korea 

836 

30 

United  Kingdom 

21,740 

14 

USA 

209,509 

11 
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Getting  to  know  your 
company's  property  risks. 
It's  an  obsession. 


Call  us  crazy,  but  wouldn't  the  best  property  insurance  come 
from  a  company  that  really  gets  to  know  your  property?  Well, 
that's  where  we  come  in.  You  see  at  Liberty  Mutual  Property 
our  approach  is  to  get  to  know  your  business  firsthand. 
We'll  talk  to  your  people,  learn  your  operations,  even  tour 
your  facility.  And  since  our  underwriters,  loss  prevention 
engineers  and  claims  specialists  only  do  property,  you  can 
be  sure  we'll  recommend  the  right  coverage  and  service 
for  you.  And  at  a  competitive  price.  Sure,  our  obsession  with 
your  company's  property  may  seem  a  bit...  well,  strange. 
But  if  it  helps  us  better  understand  your  risks,  we  think  it's 
as  sensible  as  it  gets. 


For  more  information,  contact  your  broker  or  go  to 
www.  libertymutualproperty.  com 


Liberty 
Mutual 


©  2003  Liberty  Mutual  Group 
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ON  PAPto  THE  SHIPMENT/ WAS  HARMLESS  ENOUGH.  SIXTY-SIX 
Americans-made  spark  gaps-Z-high-speedeljifctrical  switches  used 
in  medioird^vices  toJpreaK  up  kidney  stpnes — traveled  from  the 
manufactui^4n_SalettffMass.  late  last/summer  to  a  buyer  in  Se- 
^caucus,  N.J.  From  there,  according  tj/the  export  declaration,  they 
ce^  to  be  shipped  to  their  ultimate destination  in  Cape  Town, 
}ut  these_spafk^apscan  also  be  used  to  detonate  nu- 
clear bomb"5~-  and  it  tnfned  out  that  the  goods  were  aimed  at  an 
end  user  in  Pakistan,  with  a  stopover  in  Dubai.  The  commercial 
capital  of  the  United  Arab  Emirates,  where  trading  activity  ac- 
counts for  the  biggest  single  chunk  ( 16.5%)  of  a  $20  billion  econ- 
omy, has  become  a  favorite  diversion  point  on  the  Persian  Gulf 
for  shady  cargo.  With  no  export  controls  and  hardly  any  bureau- 
cracy at  ports,  airports  and  free  zones,  this  entrepot  provides  stel- 
lar cover  for  smugglers  hoping  to  bypass  U.S.  embargoes. 

On  Oct.  3  U.S.  investigators  got  a  tip  from  a  South  African 
source.  The  shipment  was  headed  for  Islamabad  via  a  DHL 
freight- forwarding  service  on  Emirates  Airlines — Dubai's  gov- 
ernment carrier.  Hours  after  the  Emirates  Airbus  jet  landed  at 
Dubai  International  Airport  on  Oct.  20,  a  U.S.  special  agent  there 
tracked  down  the  spark  gaps  to  the  airline's  cargo  shed,  contacted 
its  director  of  security  and  demanded  to  inspect  the  box.  The 
response?  Not  a  chance,  according  to  the  UA.E.'s  director  of  cus- 
toms. The  next  day  the  goods,  valued  at  $30,000,  arrived  in  Pak- 
istan aboard  another  Emirates  flight. 

The  alleged  shipper,  an  Israeli  national  named  Asher  Kami, 
was  arrested  in  December  at  Denver  International  Airport.  He 
awaits  trial  in  the  U.S.  for  conspiring  to  export  goods  without  a  li- 
cense, a  crime  that  could  result  in  a  ten-year  sentence  and  $250,000 
fine  per  count.  Neither  Emirates  Airlines  nor  the  U.A.E.  has  been 
criticized  publicly — let  alone  blacklisted — by  U.S.  officials. 

That  is  particularly  odd  in  light  of  the  recent  revelations  of  the 
region's  pivotal  role  in  the  spread  of  weapons  of  mass  destruction. 
A  Dubai-based  computer  firm  arranged  for  Malaysian-  and  Euro  - 
pean-made gas  centrifuge  components,  used  to  enrich  uranium, 
to  be  sent  on  to  Libya.  The  firm  was  part  of  a  vast  network  devised 
by  Abdul  Qadeer  Khan,  Pakistan's  own  Edward  Teller. 

Hardly  a  revelation  to  the  U.S.  government.  "Dubai,  as  a 
major  shipping  hub  with  a  large  free-trade  zone,  is  in  close  prox- 
imity to  countries  of  concern,  and  that  poses  some  challenges," 
says  Kenneth  Juster,  an  undersecretary  at  the  Department  of 
Commerce.  Among  the  world's  top  five  sea-air  hubs,  Dubai  can 
accept  cargo  and  send  it  off  in  less  than  four  hours.  It's  only  100 
miles  to  the  southern  Iranian  port  of  Bandar  Abbas. 

No  matter  how  hard  the  U.S.  tries  to  keep  dual-use  com- 
modities like  gas  monitors,  software  and  nuclear  triggers  out  of 


transshipment  hubs  like  Dubai,  stuff  gets  through.  The  lure  is 
quick  profits.  Traders  easily  pocket  40%  markups  just  by  flipping 
goods,  illicit  and  otherwise.  "Businesspeople  [here]  are  like  cats," 
says  Abbas  Bolurfrushan,  chairman  of  the  Dubai-based  Iranian 
Business  Council.  "They  find  their  way  out  of  any  dilemma." 

The  open  secret  is  that  Dubai  buys  far  more  than  it  keeps. 
More  than  a  quarter  of  its  $23  billion  in  annual  nonoil  imports 
are  reexported,  and  Iran  gets  the  biggest  share.  Interviews  with 
private  businesspeople  and  U.S.  officials,  along  with  court  docu- 
ments, reveal  a  simple  scheme.  Companies  located  around  the 
world  sell  goods — from  cigarettes  to  medical  devices  and  PCs — to 
buyers  in  the  U.A.E.  Dubai  traders  repackage  the  items  and  send 
them  along  by  air  or  ship  to  agents  in,  say,  Tehran,  Pyongyang, 
Damascus  or  Islamabad. 

Smoking  out  the  offenders  is  tough.  Outside  of  free  zones  for- 
eigners are  not  permitted  to  own  a  majority  of  a  business  in 
Dubai,  and  local  partners  aren't  subject  to  export-control  laws. 
These  realities  leave  bureaucrats  in  Washington  pessimistic. 
"Whenever  there  are  third-party  transactions,  there  is  only  so 
much  you  can  do  to  follow  the  path  of  the  transaction,"  admits  a 
U.S.  Treasury  official. 

Smuggling  isn't  exactly  new  to  the  Persian  Gulf.  But  the  system 
really  took  off  around  1987,  when  the  U.S.  imposed  its  first  trade 
embargo  on  Iranian  goods  and  services  in  response  to  Tehran's 
sponsoring  of  terrorism  in  the  Middle  East.  By  the  time  the  1995 
oil  sanctions  took  effect,  it  was  a  well-greased  mechanism.  Virtu- 
ally all  trade  and  investment  with  Iran  was  prohibited  in  1997, 
though  the  ban  on  caviar,  nuts,  dried  fruits  and  carpets  was  lifted 
in  2000.  The  penalties — fines  of  up  to  $250,000  for  individuals 
and  ten  years  in  the  slammer — should  have  deterred  violators. 

Yet  it  didn't  take  long  for  U.S.  products  to  seep  through  the 
cracks.  As  long  as  a  decade  ago,  more  than  a  quarter  of  the 
roughly  $  1  billion  in  American  goods  exported  to  Dubai  ended 
up  in  Iran,  estimates  the  Wisconsin  Project  on  Nuclear  Arms 
Control,  a  nonproliferation  advocacy  group  in  Washington,  DC. 
Last  year  U.S.  companies  sold  $3.4  billion  worth  of  goods  to  the 
U.A.E.;  export  licenses  have  jumped  47%  over  the  last  five  years. 
"When  you  blow  off  the  dust,  the  Dubai  region  sometimes  means 
Iran  and  Libya,"  says  Paul  DeBenedictis,  chairman  of  the  Ameri- 
can Business  Council  of  the  Gulf  Countries. 

Today  American  companies  are  downright  brazen  about  dodg- 
ing the  sanctions.  And  why  not?  On  the  list  of  Specially  Designated 
Nationals  and  Blocked  Persons  maintained  by  the  Office  of  Foreign 
Asset  Control  at  the  U.S.  Department  of  Treasury  only  1%  of  3,032 
separate  entries  are  Dubai-based  individuals  and  entities  desig- 
nated under  the  Iraq,  Libya  and  Iran  terrorism  sanctions  programs. 
On  the  Commerce  Department's  current  list  of  55  foreign  end 
users  specifically  involved  in  proliferation  activities,  there  is  not 
one  U.A.E.  entity;  the  agency  dispatched  its  first  attache  to  Dubai 
only  15  months  ago.  Since  1999  the  government  has  turned  down 
just  2%  of  applications  to  export  to  the  U.A.E. — sometimes  snar- 
ing unsuspecting  entrepreneurs  (see  box,  p.  90).  Officials  do  point 
out  that  1 14  end-use  checks  were  conducted  in  the  region  between 
2000  and  2003,  up  from  63  checks  from  1996  to  1999. 

Still,  "companies  are  playing  fast  and  loose,"  says  Adam  Pener 
of  Conflict  Securities  Advisory  Group,  a  D.C.-based  consultancy 
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Fiduciary  Accountability.  Government  Regulation.  Data  Privacy. 

It's  a  fine  line  between  hoping  you're  protected  and  actually  being  protected. 

Take  control  of  your  information  risk  with  Internet  Security  Systems,  the  trusted  security 
expert  to  the  Forbes®  500s  and  world  governments.  Only  Internet  Security  Systems  can  reduce 
regulatory  and  business  risk  through  guaranteed  protection  services  and  products.  So 
before  you  sign,  know  you're  protected.  Call  Internet  Security  Systems  today.  800-776-2362. 
www.iss.net/ontheline. 
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Security 
Systems" 
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to  multinational  businesses.  Halliburton,  for  example,  manages 
to  do  business  with  Iran  obliquely.  Its  Dubai-based  affiliate,  Hal- 
liburton Products  &  Services  Ltd.,  allegedly  has  no  Americans  on 
staff;  the  Houston  oil  services  company  claims  it  has  no  direct 
ownership  of  the  operation.  Nevertheless,  FORBES  has  obtained 
documents  showing  how  Kala  Ltd.,  the  British  arm  of  the 
National  Iranian  Oil  Co.,  solicited  at  least  17  separate  bids  from 
the  affiliate  during  1997  and  1998  (when  Vice  President  Cheney 
was  Halliburton's  chief  executive).  A  few  bids  include  handwrit- 
ten notes  that  say  "FOB  [free  on  board]  Dubai  Airport"  or  "FOB 
Dubai  port" — meaning  that  the  U.A.E.  was  just  a  way  station 
between  Halliburton  and  Tehran.  Halliburton  would  not  com- 
ment on  the  bids.  In  any  event,  earlier  this  year  the  Treasury 
Department  reopened  a  2001  inquiry  into  Halliburton's  Iran 
operations  and  its  Dubai-based  partner. 

Halliburton  is  far  from  the  only  brand  that  shows  up  in 
Tehran.  Hewlett-Packard,  Dell  and  Microsoft,  among  many  other 
U.S.  companies,  keep  Dubai  offices  and  are  favorites  these  days 
among  Iranian  traders  in  Dubai.  Reason?  Strong  demand 
for  "anything  high-tech  for  military  or  oil  services,"  says 
Bolurfrushan  of  the  Iranian  Business  Council.  "In  compliance 
with  U.S.  trade  laws,  it  is  Microsoft's  policy  to  not  sell  products  to 
Iran  from  any  of  its  offices,"  says  a  spokeswoman  for  the  software 
colossus.  (Dell  says  it  follows  export  controls,  too.)  To  curtail  the 
proliferations,  the  Department  of  Commerce  is  strengthening  its 
regulation  that  punishes  U.S.  companies  that  send  goods  and 
know — or  have  reason  to  know — those  goods  could  contribute 
to  weapons  of  mass  destruction.  "U.S.  companies  cannot  disre- 
gard facts  showing  that  a  violation  will  occur,"  says  Commerce's 
Juster.  Good  luck  proving  that  one. 


Dubai,  for  its  part,  is  happy  to  wink  and  look  the  other  way. 
Last  month  the  emirate's  de  facto  ruler,  Sheikh  Mohammed  bin 
Rashid  Al  Maktoum,  met  with  Juster  about  the  possibility  of 
putting  export  controls  on  the  books.  The  process  would  take  at 
least  five  years  and  "would  require  drafting  laws  and  regulations, 
establishing  a  licensing  and  enforcement  process  and  training 
personnel,"  says  Juster. 

Baloney.  The  U.A.E.  has  acted  swiftly  in  the  past — when  it  has 
been  in  the  state's  interest  to  do  so.  After  a  Georgian -flagged  ship 
sank  off  Dubai's  coast  in  2001,  spilling  smuggled  Iraqi  oil  and 
forcing  the  closure  of  several  water  desalination  plants,  the  U.A.E. 
foreign  minister  swiftly  announced  it  would  punish  the  shipown- 
ers and  Dubai  companies  caught  transporting  illegal  oil.  Dubai 
authorities  have  squelched  counterfeiting,  another  common  prac- 
tice in  free  zones,  says  Timothy  Trainer,  president  of  the  Interna- 
tional AntiCounterfeiting  Coalition  in  Washington.  One  of  its 
members,  cigarette  maker  Philip  Morris,  worked  on  a  three- 
month-long  investigation  with  the  Dubai  police  and  in  January 
2002  seized  120  million  knock-off  cigarettes,  worth  $7.5  million. 
(None  of  the  smugglers,  however,  faced  jail  time.  Only  one  paid  a 
fine,  and  that  was  negligible,  Trainer  says.) 

So  what's  Uncle  Sam's  excuse  when  it  comes  to  cracking  down 
on  nuclear  proliferation?  Can't  we  persuade  the  United  Arab  Emi- 
rates to  police  their  middlemen?  Apparently  much  of  it  comes  down 
to  docking  privileges  for  U.S.  forces  and  American  arms  sales  ($8. 1 
billion  from  1995  to  2002)  to  the  U.A.E.  Forcing  the  issue  "would 
be  incredibly  stupid,"  says  a  source  at  the  U.S.  Embassy  in  the  UAE. 
"This  is  the  one  friend  we  have  in  the  Gulf,  except  Kuwait."  F 

Additional  reporting  by  Robert  Reigle. 


Oops 


It  didn't  take  much  to  put  Industrial  Scientific  Corp.  on  the  hot  seat.  In  1998  the  $60  million  (sales)  maker  of  oilfield  and  energy 
equipment  in  the  Pittsburgh  area  was  asked  by  a  North  Carolina  distributor  to  send  two  chlorine  gas  monitors  to  a  trade  show 
on  worker  safety  in  Dubai.  Since  those  monitors  are  subject  to  export  controls  and  sanctions  against  Iran,  specific  applications 
for  shipment  to  the  United  Arab  Emirates  are  required.  Industrial  Scientific  got  an  informal 
clearance  from  the  Department  of  Commerce,  says  Kent  McElhattan,  the  firm's  cofounder 
and  chief  executive. 

Not  good  enough.  Turns  out  many  buyers  at  the  show  were  from  Iran,  where  the  pair  of 
monitors  were  eventually  sent,  U.S.  authorities  discovered  in  early  2003.  McElhattan  was 
shocked— and  frustrated.  "The  DOC  seems  to  have  the  expectation  that  a  manufacturer 
should  [be  able  to]  control  distributors,"  he  says.  "You  can't  do  that." 

Industrial  Scientific  cooperated  in  the  investigation  and  settled  last  April  without  admit- 
ting guilt  for  shipping  the  equipment  without  proper  authorization  forms.  It  paid  a  $30,000 
fine  and  lost  another  $200,000  in  legal  bills  and  staff  time. 

Since  then  McElhattan  has  made  all  of  his  distributors  sign  an  annual 
agreement  stating  they  are  aware  of  all  countries  against  which  the  U.S. 
has  sanctions  and  agree  not  to  ship  to  them.  Last  summer  Industrial 
Scientific  bought  new  software  for  $6,000  a  year  that  constantly  checks 
direct  drop-shipments  against  government  blacklists.  And  it  has  a 
consultant  to  write  an  internal  newsletter  about  sanction  updates  and 
commerce  rule  changes. 

A  lot  of  trouble  for  a  pair  of  gas  monitors  worth  $600?  McElhattan  thinks  it 
was  worth  it.  "Today  the  government  is  one  of  our  best  customers."  —M.S. 


Landing  in  the 
hot  seat:  Kent 
McElhattan. 
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BUYING 
MORE  SERVER 
VS.  BUYING 
MORE  SERVERS. 


There's  a  smarter  alternative  to  adding  more  servers:  adding  servers  that  can  do  more.  Like  IBM  eServer™  xSeries® 
systems  —  powered  by  Intel®  Xeon™  processors.  Select  models  let  you  scale  up  (simply)  from  1  to  16  way.  Logical 
partitioning  with  optional  VMware"  software  lets  you  deploy  up  to  80  virtual  servers  and  handle  not  just  one,  but  multiple 
applications  at  once.1  Easily.  How  can  you  thrive  in  the  on  demand  world?  With  xSeries  systems  that  can  do  more.  So 
you  can  do  less.  For  more  info,  download  Why  X,  an  in-depth  guide  to  xSeries  systems  at  ibm.com/eserver/advantage 


5  reasons  more  and  more  businesses  are  turning  to  IBM  eServer  xSeries  systems. 


Scale  1-16  way  with  select 

IBM  Director  systems 

Linux-ready  through 

Mainframe-inspired 

24/7/365  optional  onsite 

models.  Pay  as  you  grow. 

management. 

the  entire  line. 

technologies. 

hardware  support.2 

  IBM  eServer  xSeries  systems  are  powered  by 

§  ^^"Y/^^I*  Intel  Xeon  processors.  (You  can  get  more  when 

— -  you  buy  less.) 


he  maximum  numbei  of  virtual  servers  that  can  be  deployed  will  depend  on  the  hardware  specifications  of  the  server.  Additional  charges  apply.  Standard  support  includes  next  business  day 
Bponse  in  some  countries.  IBM.  the  e-business  logo,  eServer,  the  eServer  logo  and  xSeries  are  trademarks  or  registered  trademarks  of  International  Business  Machines  Corporation  in  the 
hited  States  and/or  other  countries.  Intel,  Intel  Inside,  the  Intel  Inside  logo  and  Intel  Xeon  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States 
hd  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©  2004  IBM  Corporation.  All  rights  reserved 


Two  Cities 


From  techie  to  truck 
driver  in  Silicon  Valley. 

From  tea  broker  to 
techie  in  Bangalore.  The 
wave  of  jobs  heading 
offshore  causes 
wrenching  loss — and 
produces  enticing  gains. 
By  Kerry  A.  Dolan  and 
Robyn  Meredith 


R  RODE  THE  BUBBLE  AT  CISCO  SYSTEMS,  BUILDING  HER 
eb  producer  in  five  years  at  the  once-roaring  maker  of 
outers.  She  managed  to  lift  her  salary  to  $60,000  a  year  and 
ugh  cash  for  a  down  payment  on  a  new  condominium.  She 
osing  on  the  condo  last  April  when  Cisco  laid  her  off.  "I  pan- 
.  The  first  person  I  called  was  my  real  estate  agent."  Beaver, 
36,  moved  back  in  with  her  parents  in  Stanford,  Calif. 

While  she  was  moving,  a  contract  worker  for  Cisco,  toiling  8,700 
miles  away  in  Bangalore,  India,  was  busy  buying  his  own  house  at 
age  25 — and  a  home  for  his  parents,  too.  Now  29,  Stawan 
Kadepurkar  has  put  in  six  years  with  Infosys,  working  mosdy  on 
projects  for  Cisco — in  Dallas,  Pordand,  Ore.,  Hyannisport,  Mass. 
and  even  at  Cisco's  base  in  San  Jose,  Calif.  He  could  have  bumped 
into  Sarah  Beaver  in  the  hallways  there.  In  that  time  his  salary  has 
Laid  off  by  Cisco  but  determined  to  stay  in  tech:  Sarah  Beaver. 
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The  new  generation:  Offshore  work  for  Cisco  and  other  U.S.  tech  firms  helped  Stawan  Kadepurkar  buy  homes  for  himself  and  his  parents. 


risen  fourfold,  and  it  is  up  15-fold  since  he  took  his  first  job  out 
of  college  in  1995.  Despite  that  surge  and  his  role  overseeing  25 
workers  on  three  Cisco  projects,  he  earns  all  of  $20,000  a  year. 

Beaver  and  Kadepurkar  represent  two  sides  of  the  most  con- 
troversial and  divisive  issue  in  economics:  offshoring.  Crushed 
by  the  tech-spending  crash  that  began  in  2000,  many  of  Silicon 
Valley's  giants  and  dozens  of  companies  elsewhere  have  imposed 
layoffs  at  home  and  hired  cheaper  talent  in  India,  China  and  else- 
where. Suddenly  this  job  drain  is  a  central  issue  of  the  presiden- 


tial campaign,  prompting  calls  for  new  protectionism  and  pro- 
viding fodder  for  the  pulpits  of  cable  news  and  the  front  pages  of 
newspapers. 

America  is  at  war  with  itself.  Firms  here  need  the  latitude  to 
compress  costs  by  shipping  labor  and  production  to  ever-cheaper  \ 
markets  offshore.  Yet  American  workers  need  to  protect  their 
livelihoods.  Caught  in  the  middle — and  exploiting  the  hell  out  of 
it — are  outsourcing  firms  in  bootstrap  markets,  eager  to  serve  ; 
U.S.  companies  and  their  customers.  In  the  ensuing  outcry,  Sen- 
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ator  John  Kerry  calls  offshoring  U.S.  firms  "Benedict  Arnolds," 
while  CNN  anchor  Lou  Dobbs  hammers  job-exporting  "offend- 
ers" nightly.  Thirty-one  states  have  proposed  antioutsourcing 
legislation,  and  the  U.S.  Senate  has  voted  to  ban  the  practice  for 
federal  contracts. 

Whatever  the  economic  wisdom  of  such  legislation,  it  seems 
unlikely  to  stop  a  powerful  trend  that  makes  many  kinds  of  ser- 
vice jobs  as  readily  exportable  as  factory  work.  "What  we  are 
really  seeing  is  the  unintended  consequences  of  globalization," 
says  Nandan  Nilekani,  chief  executive  of  Infosys,  one  of  India's 
outsourcing  giants.  Some  benefits  are  clear-cut:  a  better  bottom 
line  for  businesses,  higher  returns  for  investors,  cheaper  services 
and  $80  DVD  players  for  Americans. 

Catherine  Mann  of  the  Institute  for  International  Econom- 
ics makes  the  case  in  favor  of  offshoring:  High-tech  hardware 
would  have  been  20%  more  expensive  in  the  1990s  if  not  for 
offshoring.  This  spurred  investment  in  more  high-tech  gear, 
boosting  productivity  and  freeing  up  cash  to  plow  into  still  more 
innovation.  Plus,  for  every  dollar  spent  on  offshoring,  the  U.S. 
gets  back  $1.12  (and  the  global  economy  reaps  another  33 
cents),  says  a  report  from  McKinsey  consultants.  Think  about  it: 
As  more  workers  in  India  land  higher-paying  jobs,  they  can  af- 
ford to  buy  more  U.S.  products,  from 
processor  chips  to  Hollywood  films.  By 
spreading  the  wealth,  offshoring  makes 
life  a  little  better  in  some  of  the  poorest 
regions  of  the  world. 

For  the  case  against,  listen  to  almost 
any  politician  talk  about  unemployment. 

To  examine  the  two  sides  of  the  coin, 
FORBES  tracked  down  a  dozen  Americans 
laid  off  in  the  Valley  because  of  offshoring, 
plus  a  like  number  of  workers  who  gamed 
some  of  those  jobs  in  Bangalore,  India's 
offshoring  hotspot. 

In  the  U.S.  some  casualties  of  the  off- 
shore wave  remain  bitter  and  financially 
devastated.  "I  could  understand  if  this  was 
benefiting  us,  but  people  are  losing  their 
homes,"  laments  Odell  Williams,  who  has 
applied  for  300  jobs,  unsuccessfully,  since 
EDS  laid  him  off  in  July  2002.  At  Milpitas, 
Calif. -based  PalmOne,  manager  Natasha 
Humphries  spent  two  weeks  in  India 
training  workers  in  software  testing — then 
got  laid  off  in  August,  replaced  by  one  of 
her  trainees.  (PalmOne  says  Humphries' 
work  is  still  being  done  in  Milpitas.) 
"They  used  us  and  then  discarded  us,"  she 
says  angrily. 

Some  people  have  given  up  on  tech. 
Patrick  Roney,  for  15  years  a  consultant  to 
Apple  manufacturing  sites,  got  laid  off  in 
late  2001,  displaced  by  Indian  contract 
workers,  he  says.  (Apple  won't  comment.) 
Last  year  he  took  to  the  road,  spending   Role  reversal:  Onetime 


three  months  as  a  truck  driver  ferrying  things  like  beef  from  Ne- 
braska to  New  York.  In  February  he  landed  a  temporary  software 
job.  Michael  Clapperton,  formerly  an  infotech  manager  at  Ca- 
dence Design  Systems  in  San  Jose,  saw  his  layoff  coming.  He  is 
now  selling  insurance  on  commission.  His  $10,000  monthly  pay- 
check has  shrunk  to  $2,500.  It  will  go  up,  he  says,  and  he  won't 
have  to  worry  about  being  laid  off  ever  again. 

But  other  fired  techies  are  steeled  by  adversity.  After  Cisco 
cut  her  Web-producer  job  last  April,  Sarah  Beaver  vowed  to  stick 
with  tech.  After  much  digging  she  landed  a  $4,500  federal  grant 
for  retraining  and  used  it  to  learn  Javascript  and  other  Web-de- 
sign skills.  "It  made  a  ton  of  difference,  at  the  very  least  in  my  own 
confidence."  She  has  landed  a  temporary  job  at  a  unit  of  Apple, 
earning  20%  higher  pay  and  hoping  it  becomes  permanent.  "I  feel 
like  I've  found  a  place  where  I  can  use  my  creativity,"  she  says. 

In  Bangalore  the  job-gainers  are  proud  of  their  upward  climb 
and  eager  to  keep  on  advancing,  echoing  sentiments  of  the  Amer- 
ican Dream.  Some  express  sympathy  for  the  Americans  whose 
jobs  they  took  and  say  the  U.S.  will  figure  out  how  to  navigate  this 
wave.  "The  U.S.  is  resilient  enough  to  get  out  of  this,"  says  Stawan 
Kadepurkar,  the  Cisco  contract  manager  in  Bangalore.  Biotech,  he 
says,  is  going  to  provide  millions  of  jobs  in  the  next  few  years. 


offshore  worker  Jesal  Mehta  now  oversees  Indians  from  the  Valley. 
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In  three  years  the  U.S.  has  lost  400,000 
service  and  1  million  manufacturing  jobs 
to  offshoring,  Goldman  Sachs  says.  Some 
3.3  million  white-collar  jobs  (and  $136  bil- 
lion in  wages)  will  flee  the  U.S.  in  the  next 
ten  years,  Forrester  Research  says.  All  told, 
up  to  1 4  million  U.S.  jobs  are  vulnerable  to 
offshoring,  say  researchers  at  the  Univer- 
sity of  California,  Berkeley.  Another  prob- 
lem: Even  when  American  employers 
don't  move  jobs  to  India,  they  have  virtu- 
ally stopped  creating  them  in  the  U.S. 
when  the  tasks  can  be  done  more  cheaply 
abroad.  The  U.S.  service  sector  is  6.2  mil- 
lion jobs  shy  of  the  hiring  that  typically 
accompanies  an  economic  recovery  at  this 
stage,  in  part  because  of  the  move  over- 
seas, says  Stephen  Roach,  chief  economist 
at  Morgan  Stanley. 

In  Silicon  Valley  200,000  workers  have 
lost  their  jobs  since  200 1 ,  albeit  only  6,000 
of  those  jobs  headed  overseas,  Stanford 
University  researcher  Rafiq  Dossani  esti- 
mates. But  that  number  will  grow,  he  says, 
as  the  offshoring  pace  accelerates  for  jobs 
in  software  programming  and  product  de- 
velopment. Already  150,000  engineers 
hack  away  in  Bangalore — 20,000  more 
than  in  Silicon  Valley,  the  Times  of  India 
reports.  Cisco  used  only  a  few  Infosys 
workers  in  Bangalore  six  years  ago;  now  it 
uses  almost  300  contract  staff,  plus  550 
full-fledged  employees  in  its  own  Banga- 
lore office.  In  two  years  PeopleSoft's  Ban- 
galore offshore  force  has  grown  to  200 
freelancers  and  350  full-timers. 


JESAL  M  EHTA  HA!  WORKED  BOTH  SIDES 
of  the  3  Tshore  si  rge.  Twelve  years  ago, 
fresh  out  of  university  in  Gujarat,  India, 
he  landed  a  programming  job  in  Bombay 
ving  U.S.-based  Tan- 
c em  Computer.^  worked  long  hours 
f)r  low  pay_ifrAmerican  terms  (about 
$100  a  m'ontn),  but  he  was  among  the 
highest-paid  graduates  in  his  class.  "It  was 
a  royal  time,"  he  recalls. 

In  1994  his  employer,  the  big  Indian 
contract  firm  Tata  Consultancy  Services, 
shipped  him  to  Cupertino,  Calif,  to  work 
for  three  years  at  Tandem  developing  soft- 
ware. He  went  back  to  India  for  18 
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Huge  leap  up:  Bangaiore-based  Sohraib  Italia  earns  five  times  what  his  father  did. 


months,  then  returned  to  Silicon  Valley  and  in  1999  began  work- 
ing— as  a  full-timer  on  staff — for  Novell  in  San  Jose.  Mehta  loved 
the  job,  the  people  he  worked  with  and  his  U.S.-scale  pay:  He  was 
making  $  1 1 2,000  a  year.  He  and  his  wife,  also  a  software  engineer, 
bought  a  house  in  San  Jose  and  had  a  baby  girl.  At  night  and  on 
weekends  he  earned  an  M.B.A.  at  Santa  Clara  University. 

Then  Novell  laid  him  off  last  June.  Colleagues  told  him  his 
job  was  moving  offshore — back  to  his  home  country  of  India. 
(Novell  won't  comment.)  A  day  later,  though,  Mehta  was  hired 
by  a  friend  to  work  at  his  U.S. -based  software  firm,  Cignex, 
which  in  turn  contracted  Mehta  out  to  a  Redwood  City,  Calif, 
software  company.  So  Jesal  Mehta  has  come  full  circle.  In  his 
current  duties  as  an  implementation  manager,  by  day  he  talks 
with  customers  who  want  to  purchase  the  firm's  legal-contract 
software,  trying  to  customize  the  software  to  meet  customers' 
needs.  Then,  sometime  after  9  p.m.,  he  calls  Bangalore  to  talk  to 
the  contract  developers  at  an  outsourcing  firm  called  VMoksha. 
Sometimes  they  call  him  in  the  middle  of  the  night  or  on  week- 
ends. "When  you  are  up  against  customer  deadlines,  you  can't 
tell  the  guys  in  India,  'Hey,  I  want  to  go  back  to  sleep,' "  he  says. 
Plus,  he  identifies  with  them,  given  his  own  start:  "I  feel  like  I'm 
one  of  them." 

Mehta  knows  he  was  lucky  to  land  a  new  job  so  quickly,  and 
he  empathizes  with  unemployed  Americans.  "People  who  are 


laid  off  are  never  going  to  be  happy,"  he  says. 
"  They  want  to  blame  somebody."  But  he  be- 
lieves that  if  his  adopted  nation — the  U.S. — 
opens  its  borders,  jobs  will  move  across  them 
in  both  directions.  And  over  all,  that's  good  for 
the  economy.  "There's  entreprencurship  in  this 
country  to  create  new  jobs,"  says  Mehta.  "The 
U.S.  can  withstand  this." 

At  VMoksha  in  Bangalore,  group  man- 
ager Sohraib  Italia,  41,  has  followed  Mehta's 
steep  climb  up  the  economic  ladder.  His 
father  was  the  chief  financial  officer  of  a  jute 
products  maker.  He  now  earns  five  times  as 
much  as  his  father  did  a  generation  ago.  As  a 
child  Italia  dreamed  of  going  to  America.  In 
1986,  when  he  graduated  with  an  accounting 
degree  from  a  school  in  Calcutta,  he  got  a  job 
paying  $800  a  year  at  a  big  tea  broker  in  the 
same  city.  India  was  still  a  tech  backwater 
then;  he  had  to  wait  1 8  months  to  get  his  first 
phone  installed.  Now  the  country  rings  with 
30  million  cell  phones,  with  2  million  more 
added  each  month.  In  the  early  1990s  Italia 
earned  $4,000  a  year  as  a  finance  manager  for 
what  is  now  GlaxoSmithKline.  His  pay  quin- 
tupled when  he  joined  Oracle  in  1997,  and  it 
nearly  doubled  again  three  years  later,  when 
U.S.  tech  company  I-Gate  hired  him  for  its 
Indian  operations.  That  job  fed  his  dream  of 
seeing  America,  placing  him  for  monthlong 
stints  in  Pleasanton,  Calif,  (for  PeopleSoft) 
and  in  Pittsburgh  (at  I-Gate's  base). 
When  VMoksha  started  in  2001  in  Bangalore,  Italia  was 
one  of  the  company's  first  hires.  His  colleagues  are  the  ones 
who  keep  Jesal  Mehta  on  the  phone  late  at  night  back  in  San 
Jose.  He  now  earns  $37,400  a  year,  which  makes  him  a  rich 
man  in  Bangalore,  where  a  luxury  three-bedroom  apartment 
rents  for  $500  a  month.  Full-time  housekeepers  and  cooks, 
earning  just  $55  a  month,  are  commonplace  among  the  middle 
class.  Cell  phone  service  starts  at  $5  a  month,  cheaper  than 
land  lines. 

Some  of  America's  cash  comes  right  back.  Middle-class 
Indians  now  munch  on  McDonald's  fries,  wear  Guess  and  Gap 
jeans  and  drive  Ford  sedans.  In  a  land  where  a  car  used  to  be  a 
luxury,  the  roads  are  now  clogged  with  traffic — much  of  it 
headed  to  parking  lots  at  India's  tech  giants  of  Infosys,  Wipro 
and  Tata,  and  to  the  offices  of  the  U.S.  companies  that  have  set 
up  shop  in  India. 

The  new  jobs  tend  to  employ  nearly  equal  numbers  of  men 
and  women,  altering  India's  social  dynamics.  "Before,  it  was  all 
arranged  marriages.  Now,  we  have  a  lot  of  office  romances," 
Italia  says. 

What's  next  for  Italia?  Under  a  VMoksha  contract  he  is 
supervising  a  pilot  project  for  another  U.S.  company,  Authoria, 
debugging  software.  Just  5  VMoksha  employees  work  on  it  now. 
In  six  months  that  offshore  staff  will  grow  to  20. 
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Years  of  sweat  went  into  them. 
Only  water  comes  out  of  them. 

It  began  with  Prius,  the  world's  first  mass-produced  gas/electric  hybrid  vehicle.  Then  evolved  into  Hybrid  Synergy  Drive",  the  revolutionary 
new  power  train  that  has  already  hit  the  roads  in  the  2004  Prius.  By  combining  gasoline  and  electricity,  Hybrid  Synergy  Drive  dramatically 
boosts  power  and  efficiency. 

The  next  breakthrough  in  hybrid  technology?  Hydrogen-powered  fuel-cell  vehicles.  Remarkably,  their  only  emission  is  water. 

Toyota's  fleet  of  fuel-cell  SUVs  has  recently  logged  more  than  1 25,000  miles.  And  our  fuel-cell  development  center  is  starting  to  apply  this 

technology  to  mass  transit  in  Japan,  potentially  providing  cleaner  transportation  for  thousands  of  commuters. 

We'll  continue  to  strive  for  the  ultimate  eco-car.  After  all,  when  it  comes  to  improving  the  environment,  you  only  get  out  what  you  put  in. 
toyota.com/tomorrow  ©2004 
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HlICHAEL  HlVSTON^dliRKD  HIS  IjOB  AT  Hp.  V LETT- PAC KA RD  IN 
( ]upertin(  i,  Calif,  was  safe.  Forse  n  n  years  h  t  had  worked  on  soft- 
ware for  t  i\\  servers,  complex  Stuff  for  which  few  people  had  the 
i  ight  skills ,  1  le\was  pulling  in/$i  10,  )00  a  yeai  e  nd  had  survived  two 
1  >ig  merge 's  (Tandem  got  swallov  k d  in  1 997  b  y  Compaq,  which  in 
t  ur  n  disap  p  ean?d\into  H  P  jty  200  >  i .  I  n  1 998  r  e  had  his  first  brush 

r  lonth  training  a  few 
programmers  visiting  from  India,  advising  them  on  spooling  soft- 
ware used  to  send  documents  to  printers.  His  team  had  completed 
development  but  not  testing,  and  that  task  moved  to  India  that 
same  year  (which  caused  no  layoffs). 

But  HP  wanted  to  squeeze  15,000  jobs  out  of  its  merger  with 
Compaq,  and  in  November  2002  Huston's  was  one.  He  was  59 
and  couldn't  afford  to  retire.  His  401  (k)  was  weighted  heavily  with 
tech  stocks  that  had  taken  a  plunge.  So  he  vowed  to  try  anything. 
He  took  the  test  to  become  a  substitute  school  teacher,  sought 
work  as  a  security  guard  and  applied  for  a  sales  job  at  a  new  Home 
Depot.  Home  Depot  told  him  he  was  overqualified. 

Four  months  after  his  layoff  he  spotted  a  small  ad  for  a  job  pro- 
gramming in  the  ancient  computer  language  Cobol  for  a  sporting 
goods  chain.  It  wasn't  nearly  as  challenging  as  his  HP  job  and  it 
pays  only  $60,000  a  year.  "Emotionally,  that  was  hard  to  accept,"  he 
says.  But  he  counts  himself  luckier  than  colleagues  who  are  still 
pounding  the  pavement.  "For  this  moment 
in  history,  [management]  has  gone  in  the  di- 
rection of  complete  business  decisions.  Em- 
ployees be  damned,"  he  says,  sighing  deeply. 

Ravi  Trivedi,  29,  is  one  of  the  workers 
from  India  who  were  summoned  to  HP 
headquarters  for  training  and  work.  Now 
he  is  back  working  full  time  for  HP  in  Ban- 
galore, in  a  modern  gray-and-white  build- 
ing with  a  fountain  in  front.  If  it  weren't  for 
the  occasional  flickering  of  lights  caused  by 
Bangalore's  erratic  electricity  supply,  this 
could  be  Silicon  Valley. 

Unlike  Michael  Huston,  Trivedi  thinks 
of  his  next  raise  rather  than  whether  he  is 
willing  to  take  a  pay  cut.  After  college,  he 
earned  a  master's  degree  in  computer  sci- 
ence at  the  Bangalore  campus  of  the 
famed  Indian  Institute  of  Science.  At  his 
first  job,  he  earned  $2,665  a  year.  Now  he 
earns  ten  times  that  as  a  software  analyst. 
His  most  recent  HP  project  was  writing 
Java  code  that  creates  B2B  yellow  pages. 

With  his  pay  rising  and  his  job  prospects 
ever  brighter,  Trivedi,  like  many  IT  Indians, 
is  on  a  spending  tear.  "You  have  a  lot  of  free- 
dom and  purchasing  power,"  he  says.  He 
owns  a  motorcycle,  is  saving  for  a  house  and 


has  become  a  bit  of  a  globetrotter.  He  has  worked  for  HP  in  the 
U.K.  and  is  planning  vacations  to  Malaysia  and  Thailand.  In  his 
time  in  the  U.S.  working  for  HP,  he  visited  Washington,  D.C., 
Philadelphia,  Phoenix,  Dallas  and  the  Cirand  Canyon.  "I  used  a 
lot  of  frequent-flier  miles,"  he  says  with  a  grin. 

But  only  hotshot  M.B.A.s  and  techies  earn  on  Trivedi's  scale. 
A  friend  with  a  government  job  earns  half  Trivedi's  salary  and 
struggles  to  pay  the  rent  on  a  small  apartment.  Though  both  of  his 
parents  are  professors  at  famous  universities,  Trivedi  earns  more 
than  their  paychecks  combined. 

More  Indians  are  joining  Trivedi's  ranks — and  more  Ameri- 
cans will  be  facing  Huston's  fate.  HP  began  its  offshore  operations 
in  India  in  1995,  and  its  head  count  there  has  rocketed  up  to 
10,000.  By  cutting  costs  the  company  is  landing  big  service  con- 
tracts, such  as  one  to  do  data  processing  for  Procter  &  Camble,  at 
$3  billion  over  ten  years.  Last  year,  despite  the  economic  slump 
into  which  Palo  Alto  has  sunk,  HP  increased  its  revenue  29%  to  $73 
billion  and  reported  $2.5  billion  in  profits  after  a  $900  million  loss 
in  2002. 


i,  AT  THRUMMING  OFFICES  OF  INFOSYS, 
ifvhere  Stawan  Kadepurka£j5ve/sees  three  Cisco  projects,  some 
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Booming  Bangalore 

Offshore  Work  is  fueling  prosperity  in 
India,  especially  in  Bangalore  . 

400,000  U.S.  service  sector 

jobs  lost  to  offshoring  last  year. 

14  million  U.S.  jobs  vulnerable 

to  offshoring  since  2001. 

$1.5  billion  India's  IT-enabled 

services  exports  in  2002. 

$17  billion  Forecast  for  India's 

IT-enabled  services  exports  in  2008. 

120,000  Number  of  engineers 

in  Silicon  Valley. 


150,000 

in  Bangalore. 


Number  of  engineers 


Sources:  Goldman  Sachs'  UC  Berkeley  Fisher  Center  for  Real 
Estate  and  Urban  Economics:  Nasscom:  the  Tunes  of  India. 


ble  irony:  that  American  inno- 
urting  America.  Back  in  1998 
Kadepurfcir  himself  was  the  first  Infosys 
worker  to/work  on-site  at  Cisco.  He  wrote 
to  allow  voice-over-IP,  a  key  In- 
based  advance  that  made  overseas 
phone  calls  so  cheap  that  corporate  Amer- 
ica could  serve  its  U.S.  customers  via  call 
centers  and  tech  labs  on  the  other  side  of 
the  world. 

And  now  India  has  to  watch  its  back. 
With  Indian  tech  salaries  on  the  rise,  says 
Infosys  Chief  Nilekani,  the  country  must 
build  on  its  reputation  for  quality,  not  just 
price,  to  keep  the  jobs  that  have  flooded  in 
from  the  U.S.  and  Europe.  Salaries  in 
China  are  lower  than  in  India,  and  Chi- 
nese companies  have  sent  teams  to  India  to 
learn  how  to  set  up  their  own  offshoring 
companies  to  serve  Western  clients. 

Meanwhile,  what  should  workers  in 
America  do?  Nilekani  recommends  pur- 
suing careers  in  specialties  that  cannot  be 
delivered  over  a  wire.  "If  someone  is  a  car- 
diac surgeon,  he  will  not  be  displaced.  But 
if  you  are  a  radiologist,  somebody  from 
Bangalore  is  liable  to  check  X  rays."  That 
is  cold  comfort  to  a  laid-off  engineer  in 
Silicon  Valley;  retraining  to  become  a  sur- 
geon would  take  another  nine  years.  F 
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MEDICAL   BRER K THROUGH: 
The  artificial  heart 


HEALTH  INSURANCE  BREAKTHROUGH: 
The  finger  cone  for  faster  claims  shuffling 


Medical  science  has  made  some  amazing  breakthroughs.  So  why  hasn't  health  insurance?  While  the  rest  or  the  industry  has 
been  mired  in  "short-term  fixes"  for  health  care,  UnitedHealth  Group  has  been  leading  the  way  in  making  fundamental  changes. 
We  were  the  first  to  eliminate  the  need  for  referrals  and  to  not  reguire  doctors  to  get  permission  to  treat  patients.  And  our 
innovation  continues  with  iPlan?  a  consumer-driven  health  solution  designed  to  curb  rising  health  care 
costs.  With  features  like  Treatment  Cost  Estimator,  iPlan  gives  employees  the  tools  to  make  smarter, 
more  responsible  health  care  choices.  For  more  information,  visit  myiplan.com. 

A  UnitedHealth  Group  Company 


i  Plan 
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Made  in 

America 

Millions  of  manufacturing  jobs  are  headed  overseas. 
So  how  is  it  that,  in  the  U.S.,  GE's  medical-gear 
factories  are  thriving?  By  Kerry  A.  Dolan 
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four  years,  including  a  million  jobs  that  moved  to  cheap-labor 
markets  overseas.  Some  experts  worry  the  U.S.  has  lost  its  man- 
ufacturing might. 

But  General  Electric's  medical-equipment  business  hasn't 
imposed  a  major  factory  layoff  in  five  years,  holding  the  manu- 
facturing payroll  steady  at  3,200  people.  These  workers  are  a 
crucial  part  of  GE  Healthcare's  success.  Annual  revenue  at  GE 
Healthcare,  one  of  the  fastest-growing  units  at  GE,  has  rocketed 
up  65%  to  $10  billion  in  four  years.  The  company  makes  its 
most  sophisticated  and  highest-priced  gear — CT  scanners,  MRI 
machines,  PET  scanners,  portable  X-ray  machines — at  1 5  facto- 
ries in  the  U.S.  GE  used  to  debut  just  one  new  CT  product  each 
year;  now  it  unveils  eight.  It  manufactures  here  because  the  U.S. 
has  the  highest-skilled  engineers,  designers  and  production 
workers  in  the  world.  "We  just  keep  getting  better  at  the 
process,"  says  Diane  (Dee)  Mellor,  GE  Healthcare's  supply-chain 
chief.  "It's  how  we  keep  ourselves  competitive." 

Thus  GE  Healthcare  offers  a  blueprint  for  the  U.S.  manufac- 


"We  just  keep  getting  better  at  the  process. 
If  s  how  we  keep  ourselves  competitive." 


turing  base  and  how  it  must  adapt  to  survive.  The  GE  business 
moves  up  the  food  chain  to  make  pricey,  complex  products  that 
are  beyond  the  ken  of  factories  overseas;  it  relendessly  pursues 
ways  to  innovate  in  both  features  and  production  methods  to 
stay  out  in  front.  It  uses  factory  clusters  to  tie  suppliers  more 
closely,  geographically,  to  GE  plants  for  instant  delivery.  And  GE 
continually  trains  and  retrains  workers  and,  even  after  a  new 
product  is  perfected,  forms  troubleshooting  committees  that 


scrutinize  how  all  of  it  might  be  done  better  next  time. 

"GE  tends  to  be  more  at  the  cutting  edge  when  it  comes  to 
global  business  models,"  says  Eric  Schwalm  of  consulting  firm 
Bain  &  Co.  "They're  a  good  company  to  look  at  to  see  where  the 
bulk  of  the  market  will  get  to  five  years  from  now." 

The  Waukesha  plant  produces  a  masterpiece  of  human  inven- 
tion. A  CT  scanner  takes  3-D  X-ray  images  by  spinning  thousands 
of  pounds  of  metal  and  microchips — including  a  detector  array, 
an  X-ray  tube  and  a  few  circuit  boards — around  a  prone  patient. 
Housed  inside  a  plastic  skin,  the  CT  rotates  at  up  to  150  revolu- 
tions in  60  seconds,  producing  more  G-forces  than  the  space 
shuttle  endures  while  in  orbit.  Worldwide,  CT  machines  are  used 
to  diagnose  25%  of  all  disease.  Annually,  100  million  scans  arc- 
done;  one  in  ten  people  will  get  one  at  some  point.  GE  scanners 
serve  more  hospitals  than  all  other  brands  combined. 

GE's  latest  "16  slice"  machines  take  cross-section  images  of 
the  body  that  are  as  thin  as  a  credit  card,  letting  doctors  spot 
problems  early  by  peering  inside  the  body  at  submillimeter 
levels  (smaller  than  the  head  of  a  pin). 
Starting  price:  $1  million.  These  magi- 
cal machines  attract  business  from  hos- 
pitals around  the  U.S.,  which  accounts 
for  half  of  GE's  market,  and  in  more  than 
100  countries  around  the  world.  To  be 
sure,  GE  has  30  plants  overseas,  mostly 
in  Asia  and  western  Europe,  for  older- 
generation  models  sold  in  nearby  mar- 
kets. But  at  the  high  end  the  U.S.  offers 
clear  advantages  in  the  constant  quest 
for  better  performance,  lower  cost  and 
easier  assembly. 

Working  here  at  home  offers  GE 
Healthcare  ready  access  to  top-quality 
production  workers  and  the  training  they 
need  for  them.  It  puts  GE  plants  close  to 
suppliers  of  much  of  the  new  technology 
in  its  products.  And  it  lets  GE  engineers 
work  alongside  its  production  teams.  The 
result?  U.S.  plants  turn  out  62%  of  GE 
Healthcare's  products,  in  dollar  terms,  but 
account  for  only  40%  of  its  factory  work- 
ers' applied  labor.  Productivity  at  the 
Waukesha  plant  is  up  25%  since  2001. 
The  U.S.  presence  also  lets  the  GE  unit 
maintain  close  links  to  hospitals,  doctors 
and  academics,  soliciting  their  advice  on 
new  product  features.  "You  want  to  be  in 
the  market  that  you're  serving,  so  you're 
close  to  the  customer  you  can  understand,"  explains  GE's  Mellor, 
who  oversees  6,000  workers  at  GE  Healthcare,  which  employs 
32,000  people  in  34  countries.  Doctors  in  the  U.S.  regularly 
traipse  into  GE  Healthcare  headquarters  just  outside  Milwaukee 
for  consults  and  factory-floor  visits. 

GE  Healthcare  works  with  local  technical  colleges  to  help  tai- 
lor curriculums  to  fit  its  workers'  needs.  Last  year  Mellor  asked 
the  president  of  a  two-year  technical  college  near  Milwaukee  for 
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Trust  Northern. 

And  ensure  your  legacy  lives  on. 

Believing  in  bedrock  values  has  kept  the  American  dream 
going  strong  for  the  James  family  for  four  generations  —  and 
counting.  It's  also  why  Chuck  has  put  his  trust  in  Northern. 
Our  renowned  personal  service  and  dedication  to  quality  form 
a  solid  foundation  for  lasting  relationships.  We've  been  helping 
families  build  businesses  and  structure  personal  finances  for 
more  than  a  century.  Just  as  we  can  help  preserve,  protect  and 
grow  capital  for  you,  your  family  and  your  interests. 

Call  William  Morrison,  President  —  Personal  Financial 
Services,  at  800-468-2352.  For  a  future  bright  with  the 
expectations  of  dreams  fulfilled. 


Northern  Trust 


Private  Banking  I  Investment  Management  I  Financial  Planning  I  Trust  Services  I  Estate  Planning  Services  1  Business  Banking 

www.  northerntrust.com 


Northern  Trust  Corporation       Member  FDIC 
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graduates  with  better  skills  in  software  and  electromechanical 
troubleshooting.  Once  a  grad  is  hired  at  GE,  he  gets  an  additional 
two  weeks  of  on-the-job  training  to  man  the  testing  stations  for 
things  like  computed  tomography  (CT)  scanners  and  magnetic 
resonance  imaging  (MRl)  machines.  Most  workers  on  the  as- 
sembly line  start  with  a  high  school  degree  and  two  weeks  of  new 
training.  All  workers  get  another  two  hours  a  month  of  training 
in  manufacturing  methods  and  environmental  health  and  safety. 
Pay  at  the  Waukesha  factory,  where  workers  are  unionized,  ranges 
from  $16  to  $25  an  hour.  These  jobs  breed  loyalty:  Average  tenure 
is  25  years,  and  the  turnover  rate  is  a  low  4%. 

To  reduce  factory  injuries  and  keep  productivity  up,  design 
teams  work  to  improve  the  ergonomics  of  assembly  each  time 
a  new  product  is  in  development. 
They  track  how  many  times  an 
assembly  worker  has  to  lift  something 
above  the  shoulders  or  below  the  hips, 
altering  the  design  to  reduce  the 
strain.  On  its  latest  CT  machine,  the 
LightSpeed  Pro,  such  lifting  was 
reduced  70% — helpful  when  one 
component  is  a  250-pound  X-ray 
tube.  As  a  result  of  moves  like  this  the 
number  of  injuries  at  GE  Healthcare's 
plants  dropped  40%  last  year.  So  far 
this  year  the  injury  rate  is  down  50% 
from  the  year-ago  period;  this  helps 
keep  productivity  improving. 

The  U.S.  is  still  a  fount  of  new 
technology,  and  GE  Healthcare  takes 
full  advantage  of  it.  Vendors  in  the 
U.S.  (and  GE's  own  U.S.  sites)  account 
for  65%  of  what  GE  Healthcare 
spends  on  tech  for  its  newest  prod- 
ucts. Of  the  150  suppliers  to  GE's 
mobile  "C-arm"  X-ray  plant  in  Salt 

Lake  City,  80%  are  domestic.  Even  some  foreign  suppliers 
have  set  up  here.  Barco,  a  Belgian-based  supplier  of  liquid 
crystal  display  (LCD)  screens  and  graphics  cards  used  in  GE 
machines,  produces  cards  at  a  small  facility  in  Beaverton,  Ore., 
where  it  also  houses  a  research  team. 

For  all  the  high-tech  wizardry  inside  the  machines,  GE  also 
uses  the  latest  inside  the  factory.  A  year  ago  the  Waukesha  plant 
started  using  e-tags,  sophisticated  radio-frequency  ID  tags  about 
the  size  of  your  index  finger.  The  e-tags  are  attached  to  carts  that 
transfer  parts  to  various  stations  along  the  assembly  line;  each 
tag  identifies  which  parts  are  on  board.  Antennas  relay  the  data 
to  GE  tracking  software  as  the  cart  leaves  an  off-site  warehouse 
and  as  it  enters  the  factory.  A  few  times  a  day  an  employee  drives 
a  cart  around  the  factory  to  refill  it  with  the  right  parts.  "Assem- 
blers can  spend  the  day  assembling  instead  of  looking  for,  or 
waiting  for,  parts,"  says  Stephen  Leonard,  a  GE  Healthcare  gen- 
eral manager.  "They're  much  more  efficient." 

To  better  align  design  and  assembly,  GE  Healthcare  has  the  top 
engineers  on  a  product  work  on-site  with  assembly  workers.  For 
each  new  product  GE  assembles  a  team  from  eight  departments, 


"Assemblers  can  spend 
the  day  assembling.  They're 
much  more  efficient." 


including  engineering,  manufacturing,  service,  marketing  and 
regulatory.  For  the  LightSpeed  16  CT  scanner,  86  people  came 
together,  85  of  them  based  in  the  Milwaukee  area.  The  team  fol- 
lowed a  450-step  process  that  included  answering  questions  to  en- 
sure the  new  model  not  only  delivered  the  right  features  but  also 
was  cheaper  to  build  and  service.  The  final  design  involved  300 
suppliers  and  800  unique  parts,  40%  fewer  parts  than  in  the  pre- 
vious model.  It  used  components  from  16  different  internal  GE 
"feeder  lines,"  such  as  an  X-ray  tube  from  GE's  Electric  Avenue  fa- 
cility in  Milwaukee,  a  circuit  board  from  another  GE  plant  nearby 
and  padded-plastic  patient  tables  from  GE  in  China. 

Two  years  ago  GE  Healthcare  adopted  "lean"  manufacturing, 
the  obsessively  efficient  approach  pioneered  by  Toyota  in  Japan 
that  encompasses  just-in-time  delivery, 
low  inventory  and  plants  that  churn 
out  several  different  products.  Previ- 
ously parts  were  stored  on  the  factory 
floor,  and  workers  would  go  find  what 
they  needed  when  they  needed  it.  Now 
the  parts  are  gathered  at  a  warehouse 
20  miles  from  the  Waukesha  factory 
and  put  into  production  "kits"  for  each 
of  the  six  stations  along  the  CT  assem- 
bly line.  The  kits  are  delivered  to  the 
Waukesha  plant  for  final  assembly  on 
an  as-needed  basis.  Signs  above  the  as- 
sembly stations  ("Power  Supply," 
"Drive  Handle")  make  it  obvious  what 
goes  where. 

When  lean  manufacturing  was 
introduced,  Leonard  says,  his  team 
erred  by  trying  to  make  the  assembly 
line  move  before  the  parts  delivery 
system  was  perfected.  "For  a  month 
the  line  was  physically  stopped  more 
than  it  was  moving,"  stalling  for  up  to 
three  hours,  he  says.  "We  were  losing  20%  to  30%  of  the  avail- 
able time  during  the  day.  The  fact  is,  we  were  losing  that  time 
before.  We  just  didn't  know  it."  One  benefit  of  lean,  he  says,  is 
that  it  highlights  the  inefficiencies.  After  a  month  the  assembly 
line  was  running  smoothly  again. 

Design  innovations  on  a  new  model  can  be  radical.  For  the 
latest  CT  machine,  workers  suggested  attaching  the  base  to  the 
4,000-pound  machine  at  the  beginning  of  assembly  rather  than 
at  the  end.  This  eliminated  the  need  for  a  15-foot  crane  to  flip 
the  doughnut-shaped  rotating  body  of  the  CT  machine  from  a 
horizontal  to  a  vertical  position  so  it  could  be  placed  on  the  base. 
That  freed  up  more  room  on  the  factory  floor:  The  new  line 
takes  up  half  the  footprint  of  the  old  one,  plus  35%  less  assem- 
bly time.  It  also  cuts  back  on  inventory:  The  new  CT  line  has 
only  5  chassis  on  the  floor,  down  from  12.  "Once  you  fix  this, 
productivity  improvements  start  to  happen  automatically," 
Leonard  says. 

An  entire  CT  is  assembled  in  two  days.  Then  it  endures  four 
days  of  around-the-clock  testing.  Before  the  plastic  cover  is  added, 
the  machine  is  loaded  inside  a  20-foot-tall  metal  cage  for  spinning 
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No  other  ED  treatment  is  proven  flow&l 
betler  the  -  first  toe*  thai*  UEMTiRA 


LEVITRA  is  a  treatment  for  erectile  dysfunction 
(ED)  that  consistently  improves  erection  quality 
for  most  men: 

•  LEVITRA  works  the  first  time,  time  and  again 
Some  men  may  require  additional  attempts 

•  LEVITRA  works  to  improve  the  quality  of 
erectile  function 

LEVITRA  improves  duration,  hardness,  and 
the  ability  to  attain  an  erection 

•  LEVITRA  works  fast 


It  doesn't  matter  if  the  challenge  is  on  the  field  or  off -  I  always  strive  to 
be  the  best.  For  ED,  I  found  Something  that  works  for  me,  LEVITRA- 


*  Among  orally  administered  ED  treatments. 
'  Individual  results  may  vary. 

Please  see  adjacent  Patient  Information  for  more  about 
LEVITRA  (2.5  mg,  5  mg,  10  mg,  and  20  mg)  tablets. 

LEVITRA  is  a  medicine  that  may  be  used  up  to  once  a  day  to  treat 
erectile  dysfunction  (ED).  LEVITRA  is  for  use  by  prescription  only. 
Wen  taking  nitrate  drugs,  often  used  to  control  chest  pain  (also 
<nown  as  angina),  should  not  take  LEVITRA.  Men  who  use 
alpha-blockers,  sometimes  prescribed  for  high  blood  pressure  or 
prostate  problems,  also  should  not  take  LEVITRA.  Such 
combinations  could  cause  blood  pressure  to  drop  to  an  unsafe 
evel.  The  most  commonly  reported  side  effects  are  headache, 
flushing,  and  stuffy  or  runny  nose.  Men  who  experience  an 
erection  for  more  than  four  hours  should  seek  immediate 
nedical  attention.  You  should  not  take  LEVITRA  if  your  doctor 
determines  that  sexual  activity  poses  a  health  risk  for  you. 
-EVITRA  does  not  protect  against  sexually  transmitted  diseases. 

Ask  your  doctor  if  a  free  sample 
of  LEVITRA  is  right  for  you. 

Alevitra 
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Read  the  Patient  Information  about  LEVITRA  before  you  start  taking  it 
and  again  each  time  you  get  a  refill.  There  may  be  new  information. 
You  may  also  find  it  helpful  to  share  this  information  with  your  partner 
This  leaflet  does  not  take  the  place  ot  talking  with  your  doctor.  You 
and  your  doctor  should  talk  about  LEVITRA  when  you  start  taking  it 
and  at  regular  checkups  If  you  do  not  understand  the  information,  or 
have  questions,  talk  with  your  doctor  or  pharmacist. 

WHAT  IMPORTANT  INFORMATION  SHOULD  YOU  KNOW  ABOUT 
LEVITRA? 

LEVITRA  can  cause  your  blood  pressure  to  drop  suddenly  to  an 
unsafe  level  il  il  is  taken  wilh  certain  other  medicines.  With  a  sudden 
drop  in  blood  pressure,  you  could  get  dizzy,  faint,  or  have  a  heart 
attack  or  stroke. 
Do  not  take  LEVITRA  il  you: 

•  take  any  medicines  called  "nitrates 

•  use  recreational  drugs  called  poppers"  like  amyl  nitrate  and 
butyl  nitrate. 

•  take  medicines  called  alpha-blockers. 
(See  "Who  Should  Not  Take  LEVITRA?") 

Tell  all  your  healthcare  providers  that  you  take  LEVITRA.  If  you 
need  emergency  medical  care  for  a  heart  problem,  it  will  be  important 
for  your  healthcare  provider  to  know  when  you  last  took  LEVITRA 

WHAT  IS  LEVITRA? 

LEVITRA  is  a  prescription  medicine  taken  by  mouth  for  the  treatment 
of  erectile  dysfunction  (ED)  in  men. 

ED  is  a  condition  where  the  penis  does  not  harden  and  expand  when 
a  man  is  sexually  excited,  or  when  he  cannot  keep  an  erection.  A  man 
who  has  trouble  getting  or  keeping  an  erection  should  see  his  doctor 
for  help  it  the  condition  bothers  him.  LEVITRA  may  help  a  man  with 
ED  get  and  keep  an  erection  when  he  is  sexually  excited. 

LEVITRA  does  not: 

•  cure  ED 

•  increase  a  man's  sexual  desire 

•  protect  a  man  or  his  partner  from  sexually  transmitted  diseases, 
including  HIV  Speak  to  your  doctor  about  ways  to  guard  against 
sexually  transmitted  diseases. 

•  serve  as  a  male  form  of  birth  control 

LEVITRA  is  only  for  men  with  ED.  LEVITRA  is  not  for  women  or 
children  LEVITRA  must  be  used  only  under  a  doctor's  care. 

HOW  DOES  LEVITRA  WORK? 

When  a  man  is  sexually  stimulated,  his  body's  normal  physical 
response  is  to  increase  blood  flow  to  his  penis.  This  results  in  an 
erection.  LEVITRA  helps  increase  blood  flow  to  the  penis  and  may 
help  men  with  ED  get  and  keep  an  erection  satisfactory  for  sexual 
activity.  Once  a  man  has  completed  sexual  activity,  blood  flow  to  his 
penis  decreases,  and  his  erection  goes  away. 

WHO  CAN  TAKE  LEVITRA? 

Talk  to  your  doctor  to  decide  if  LEVITRA  is  right  for  you. 
LEVITRA  has  been  shown  to  be  effective  in  men  over  the  age  of  18 
years  who  have  erectile  dysfunction,  including  men  with  diabetes  or 
who  have  undergone  prostatectomy. 

WHO  SHOULD  NOT  TAKE  LEVITRA? 
Oo  not  take  LEVITRA  if  you: 

•  lake  any  medicines  called  "nitrates"  (See  "What  important  infor- 
mation should  you  know  about  LEVITRA'").  Nitrates  are 
commonly  used  to  treat  angina.  Angina  is  a  symptom  of  heart  dis- 
ease and  can  cause  pain  in  your  chest.  |aw,  or  down  your  arm. 
Medicines  called  nitrates  include  nitroglycerin  that  is  found  in 
tablets,  sprays,  ointments,  pastes,  or  patches.  Nitrates  can  also  be 
found  in  other  medicines  such  as  isosorbide  dinitrate  or  isosorbide 
mononitrate  Some  recreational  drugs  called  "poppers"  also  contain 
nitrates,  such  as  amyl  nitrate  and  butyl  nitrate.  Do  not  use  LEVITRA 
if  you  are  using  these  drugs.  Ask  your  doctor  or  pharmacist  if  you 
are  not  sure  if  any  of  your  medicines  are  nitrates 

•  take  medicines  called  "alpha-blockers."  Alpha-blockers  are  some- 
times prescribed  for  prostate  problems  or  high  blood  pressure.  If 
LEVITRA  is  taken  with  alpha-blockers,  your  blood  pressure  could 
suddenly  drop  to  an  unsafe  level  You  could  get  dizzy  and  faint. 

•  you  have  been  told  by  your  healthcare  provider  to  not  have  sexual 
activity  because  ol  health  problems.  Sexual  activity  can  put  an 
extra  strain  on  your  heart,  especially  if  your  heart  is  already  weak 
from  a  heart  attack  or  heart  disease. 

•  are  allergic  to  LEVITRA  or  any  of  its  ingredients.  The  active  ingre- 
dient in  LEVITRA  is  called  vardenalil  See  the  end  ot  this  leaflet  tor  a 
complete  list  of  ingredients. 

WHAT  SHOULD  YOU  DISCUSS  WITH  YOUR  DOCTOR  BEFORE 
TAKING  LEVITRA? 

Before  taking  LEVITRA.  fell  your  doctor  about  all  your  medical 
problems,  including  if  you: 

•  have  heart  problems  such  as  angina,  heart  failure,  irregular  heart- 
beats, or  have  had  a  heart  attack.  Ask  your  doctor  it  it  is  safe  for  you 
to  have  sexual  activity. 

•  have  low  blood  pressure  or  have  high  blood  pressure  that  is  not 
controlled 

•  have  had  a  stroke 

•  or  any  family  members  have  a  rare  heart  condition  known  as 
prolongation  ol  the  OT  interval  (long  QT  syndrome) 

•  have  liver  problems 

•  have  kidney  problems  and  require  dialysis 

•  have  retinitis  pigmentosa,  a  rare  genetic  (runs  in  families)  eye  disease 

•  have  stomach  ulcers 

•  have  a  bleeding  problem 

•  have  a  deformed  penis  shape  or  Peyronie's  disease 

•  have  had  an  erection  that  lasted  more  than  4  hours 

•  have  blood  cell  problems  such  as  sickle  ceil  anemia,  multiple 
myeloma,  or  leukemia 

CAN  OTHER  MEDICATIONS  AFFECT  LEVITRA? 

Tell  your  doctor  about  all  the  medicines  you  take  including  presenption 
and  non-presenption  medicines,  vitamins,  and  herbal  supplements. 
LEVITRA  and  other  medicines  may  affect  each  other.  Always  check 
with  your  doctor  before  starting  or  stopping  any  medicines. 
Especially  tell  your  doctor  if  you  take  any  of  the  following: 
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•  medicines  called  nitrates  (See  "What  important  information  should 
you  know  about  LEVITRA?") 

•  medicines  called  alpha-blockers.  These  include  Hytrin5'  (terazosin 
HCI).  Flomax"  (tamsulosin  HCI).  Cardura^  (doxazosin  mesylate). 
Minipress?'  (prazosin  HCI)  or  Uroxatrar  (alfuzosin  HCI). 

•  medicines  that  treat  abnormal  heartbeat  These  include  quinigjne. 
procainamide,  amiodarone  and  sotalol. 

•  ritonavir  (Norvir*)  or  indinavir  sulfate  (Crixivarr15) 

•  ketoconazole  or  itraconazole  (such  as  Nizoral"  or  Sporanox®) 

•  erythromycin 

•  other  medicines  or  treatments  for  ED 
HOW  SHOULD  YOU  TAKE  LEVITRA? 

Take  LEVITRA  exactly  as  your  doctor  prescribes  LEVITRA  comes  in 
different  doses  (2.5  mg,  5  mg,  10  mg.  and  20  mg)  For  most  men. 
the  recommended  starting  dose  is  10  mg.  Take  LEVITRA  no  more 
than  once  a  day.  Doses  should  be  taken  at  least  24  hours  apart 
Some  men  can  only  take  a  low  dose  of  LEVITRA  because  of  medical 
conditions  or  medicines  they  take.  Your  doctor  will  prescribe  the 
dose  that  is  right  for  you. 

•  If  you  are  older  than  65  or  have  liver  problems,  your  doctor  may 
start  you  on  a  lower  dose  of  LEVITRA. 

•  If  you  are  taking  certain  other  medicines  your  doctor  may  prescribe 
a  lower  starting  dose  and  limit  you  to  one  dose  of  LEVITRA  in  a 
72-hour  (3  days)  period. 

Take  1  LEVITRA  tablet  about  1  hour  (60  minutes)  before  sexual  activity 
Some  form  of  sexual  stimulation  is  needed  for  an  erection  to  happen 
with  LEVITRA.  LEVITRA  may  be  taken  with  or  without  meals 
Do  not  change  your  dose  of  LEVITRA  without  talking  to  your  doctor. 
Your  doctor  may  lower  your  dose  or  raise  your  dose,  depending  on 
how  your  body  reacts  to  LEVITRA 

If  you  take  too  much  LEVITRA.  call  your  doctor  or  emergency  room 
right  away. 

WHAT  ARE  THE  POSSIBLE  SIDE  EFFECTS  OF  LEVITRA? 

The  most  common  side  effects  with  LEVITRA  are  headache,  flushing, 
stuffy  or  runny  nose,  indigestion,  upset  stomach,  or  dizziness  These 
side  effects  usually  go  away  after  a  tew  hours.  Call  your  doctor  if  you 
get  a  side  effect  that  bothers  you  or  one  that  will  not  go  away. 

LEVITRA  may  uncommonly  cause: 

•  an  erection  that  won't  go  away  (priapism).  If  you  get  an  erection 
that  lasts  more  than  4  hours,  get  medical  help  right  away  Pnapism 
must  be  treated  as  soon  as  possible  or  lasting  damage  can  happen 
to  your  penis  including  the  inability  to  have  erections. 

•  vision  changes,  such  as  seeing  a  blue  tinge  to  obiects  or  having 
difficulty  telling  the  difference  between  the  colors  blue  and  green 

These  are  not  all  the  side  effects  of  LEVITRA.  For  more  information, 
ask  your  doctor  or  pharmacist. 

HOW  SHOULD  LEVITRA  BE  STORED? 

•  Store  LEVITRA  at  room  temperature  between  59°  and  86°  F 
(15°  to  30°  C). 

•  Keep  LEVITRA  and  all  medicines  out  of  the  reach  ol  children. 

GENERAL  INFORMATION  ABOUT  LEVITRA. 

Medicines  are  sometimes  prescribed  for  conditions  other  than  those 
described  in  patient  information  leaflets  Do  not  use  LEVITRA  tor  a 
condition  for  which  it  was  not  prescribed.  Do  not  give  LEVITRA  to 
other  people,  even  if  they  have  the  same  symptoms  that  you  have.  It 
may  harm  them. 

This  leaflet  summanzes  the  most  important  information  about  LEVITRA 

If  you  would  like  more  information,  talk  with  your  healthcare 

provider.  You  can  ask  your  doctor  or  pharmacist  for  information 

about  LEVITRA  that  is  written  for  health  professionals. 

For  more  information  you  can  also  visit  www  LEVITRA  com,  or  call 

1-866-LEVITRA. 

WHAT  ARE  THE  INGREDIENTS  OF  LEVITRA? 

Active  Ingredient:  vardenafil  hydrochloride 

Inactive  Ingredients:  microcrystalline  cellulose,  crospovidone.  colloidal 

silicon  dioxide,  magnesium  stearate,  hypromellose.  polyethylene 

glycol,  titanium  dioxide,  yellow  ferric  oxide,  and  red  ferric  oxide. 

Norvir  (ritonavir)  is  a  trademark  of  Abbott  Laboratories 
Cnxivan  (indinavir  sulfate)  is  a  trademark  of  Merck  &  Co ,  Inc. 
Nizoral  (ketoconazole)  is  a  trademark  of  Johnson  &  Johnson 
Sporanox  (itraconazole)  is  a  trademark  ot  Johnson  &  Johnson 
Hytrin  (terazosin  HCI)  is  a  trademark  of  Abbott  Laboratories 
Flomax  (tamsulosin  HCI)  is  a  trademark  of  Yamanouchi 
Pharmaceutical  Co.,  Ltd. 

Cardura  (doxazosin  mesylate)  is  a  trademark  of  Pfizer  Inc. 
Minipress  (prazosin  HCI)  is  a  trademark  of  Pfizer  Inc. 
Uroxatral  (alfuzosin  HCI)  is  a  trademark  of  Sanofi-Synthelabo 
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and  balancing,  in  preparation  for  the  high- 
speed spinning  it  will  do  around  the  pa- 
tient's body.  From  there  the  unit  heads  to 
one  of  86  test  bays,  enclosed  cubicles  where 
employees  conduct  still  more  tests,  includ- 
ing simulating  a  patient  getting  a  scan. 

GE  Healthcare  has  made  similar  strides 
with  the  new  line  of  positron  emission  to- 
mography (PET)  machines.  Sales  volume 
grew  300%  from  the  first  to  the  fourth  quar- 
ter last  year,  fueled  by  a  new  mobile  format 
and  better  insurance  coverage.  A  popular 
combination  CT/PET  machine  sells  for  $2.6 
million  to  $3.3  million.  The  new  stand- 
alone PET  uses  one  circuit  board  instead  of 
ten,  and  half  the  parts  of  its  predecessor.  As- 
sembly time  has  been  cut  in  half,  so  the 
Waukesha  plant — the  sole  source  of  GE's 
PET  line — now  turns  out  one  unit  a  day. 

In  Salt  Lake  City  a  GE  Healthcare  divi- 
sion makes  mobile  X-ray  machines,  called 
C-arms,  for  orthopedic  and  cardiac  use. 
Innovations  on  these  contraptions,  which 
sell  for  up  to  $300,000,  include  motoriz- 
ing the  movement  of  a  previously  manual 
X-ray  arm  so  the  doctor,  rather  than  a 
technician,  can  control  it.  That  reduces 
staff  workload  and  lets  the  patient  spend 
less  time  exposed  to  radiation,  says  Lewis 
Dudley,  president  of  the  division.  The  fac- 
tory employs  160  production  workers,  up 
20%  since  1999 — yet  their  output  is  up 
57%  in  the  same  period,  to  2,000  units  a 
year.  Revenue  has  more  than  doubled  to 
$500  million  in  that  time. 

GE's  less  advanced  plants  overseas 
help  keep  costs  down  in  the  U.S.  In 
assembling  the  mobile  C-arm  X-ray 
machines  in  Salt  Lake,  mechanical  com- 
ponents come  from  GE's  plant  in  Monter- 
rey, Mexico,  generators  from  its  factory  in 
Bangalore,  India  and  displays  from  its  site 
in  Beijing.  "No  one  has  the  luxury  not  to 
play  in  the  global  marketplace,"  says  GE's 
Dee  Mellor.  "That  growth  has  allowed  us 
to  continue  to  invest  in  new  products." 

As  China  and  India  gain  more  exper- 
tise, they  could  threaten  high-end  manu- 
facturing in  the  U.S.,  but  GE  Healthcare 
aims  to  keep  accelerating  the  cycle  of 
innovation.  "It  isn't  just  a  labor-cost  play. 
This  is  about  speed  to  market,  the  right 
product  and  operational  efficiencies," 
Mellor  says.  "We  have  a  huge  market  here 
in  the  U.S.  that's  growing.  We're  going  to 
be  here  to  serve  it."  F 
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IMAGINE  THE  LOOK  ON  YOUR  MEETING  PLANNER  S  FACE 

WHEN  YOU  SUGGEST  LAS  VEGAS. 
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TELL  THEM  YOU  ALREADY  KNOW  THAT  MEETINGS  IN  LAS  VEGAS  ARE  OFTEN  BETTER  ATTENDED.  THAT  ALL  THE 
RESORTS  HAVE  PROFESSIONAL  STAFFS  TO  MAKE  SURE  EVERY  DETAIL  IS  COVERED.  THAT  YOUR  PEOPLE  ARE 
LIKELY  TO  WORK  EVEN  HARDER  WHEN  THEY  KNOW  THE  FUN  IS  GOING  TO  BE  THERE  FOR  THEM  ANY  TIME,  DAY  OR 
NIGHT.  THAT  'HARD  WORK"  AND  "LAS  VEGAS"  AREN'T  MUTUALLY  EXCLUSIVE  TERMS.  LET  THEM  KNOW  IT'S  OK  TO 
SUGGEST  LAS  VEGAS.  THEN  TELL  THEM  TO  VISIT  LVCVA.COM  OR  CALL  702-892-071 1 .  YOU'LL  BE  A  HERO  IN  THEIR  EYES. 
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Move  over,  heroin  pushers. 
Pharmaceutical  arbitrage  is  rapidly 
emerging  as  the  globe's  hottest 
drug-dealing  business. 

By  Richard  C.  Morais 


IN       UARY  A  TRUCK  PULLED  UP  TO  A  LOADING  DOCK  IN 
)  Lon  ion's  East  End  and  discharged  3,997  boxes  of  Nasonex, 
•  ^  Sch(  r:  ng-Plough's  prescription  nasal  spray  for  allergies.  Ear- 
i  Her  t  k  drugs  had  been  sold  by  Schering  in  France  at  around 
$11.81)  ?er  bottle,  a  price  determined  by  the  French  govern- 
ment. Ik  t  a  middleman  bought  the  product  and  shipped  it  to 
where  Nasonex  commands  $3  more  at  wholesale.  The 
East  End  buyer:  S55  million  (revenues)  Medihealth,  a  special- 
ist wholesaler. 

Medihealth  employees  logged  the  Nasonex  into  their  com- 
puter system  and  then  passed  the  cartons  over  to  East  End  women 
standing  at  tables  in  a  back  room.  The  women  shuffled  and 
repacked  the  boxes,  covering  the  original  French  packaging  with 
English-language  stickers  and  substituting  Schering's  U.K.-ap- 
proved  leaflet  for  the  French  insert.  The  3,997  boxes  were  soon 
legally  bound  for  pharmacies  across  Britain. 

"We  actively  trade  200  to  225  products,"  says  P.R.  Patel,  Medi- 
health's  chief  executive.  "Only  the  bestsellers." 

Medihealth  occupies  a  lucrative  corner  of  the  distribution 
world  made  possible  by  the  peculiar  pricing  of  prescription  drugs. 
It's  a  "parallel  trader"  or  "short-liner,"  an  arbitrager  buying  in 
low-price  markets  and  selling  in  high-price  markets. 

No  one  really  knows  the  size  of  this  drug  arbitrage  business, 
since  much  of  it  takes  place  in  the  shadows.  Where  it  is  legal,  few 
in  the  pharma  industry — neither  the  arbs  nor  the  manufacturers 
nor  big  wholesalers — want  to  talk  about  it  on  the  record.  But 
this  much  is  clear:  The  business  of  arbitraging  drugs  is  huge,  fast- 


growing  and  constantly  morphing  around  the  globe  according  to 
local  laws  and  customs. 

In  Europe  legal  arbitrage  of  pharmaceuticals  is  already  a 
$12  billion  or  so  business.  Paul  Saatsoglou  of  IMS  Health,  a  phar- 
maceutical consultant,  says  drug  arbitrage  along  the  Canadian- 
U.S.  border  was  worth  $1.1  billion  (in  U.S.  prices)  in  2003,  up 
70%  in  a  single  year.  Add  in  the  drugs  coming  up  from  Mexico, 
and  legal  pharmaceutical  arbitrage  in  Europe's  and  North  Amer- 
ica's free-trade  zones  is  probably  approaching  $15  billion.  In 
comparison,  United  Nations  statistics  suggest  the  globe's  entire 
heroin  production  is  theoretically  worth  $20  billion  at  U.S.  whole- 
sale prices. 

On  top  of  all  this  legal,  gray-market  activity  there  is  a  thriv- 
ing trade  in  illegally  remarketed  prescription  drugs,  a  business 
whose  dimensions  can  only  be  guessed  at  and  whose  markups 
dwarf  those  found  on  something  like  Nasonex.  A  single  HIV/ AIDS 
Combivir  pill,  priced  at  33  cents  for  the  African  market,  is  worth 
$10  if  it  can  be  illegally  diverted  to  the  U.S. 
or  Europe. 

The  U.S.  has  the  toughest  drug  reim- 
portation laws  in  support  of  manufacturers 
that  want  to  segment  markets  by  price:  They 
strictly  forbid  the  wholesale  importation  of 
drugs  intended  for  distribution  in  other 
countries.  The  purchase  of  a  90-day  supply 
of  drugs  for  personal  use  while  abroad  is 
legal;  overseas  purchases  via  the  Internet  are 
illegal,  but  the  law  is  rarely  enforced  (see  box, 
p.  1 14).  European  laws  are  more  lenient.  The 
trade  is  actively  encouraged  within  the  Eu- 
ropean Union,  but  illegal  for  drugs  coming 
from  outside  the  EU. 

Any  law  forbidding  consumers  from 
grabbing  bargains  across  the  border  is  going 
to  be  hard  to  enforce.  The  popular  mood  in 
the  U.S.,  as  reflected  in  politicians'  speeches 
and  many  sympathetic  press  accounts,  is  that 
drug  companies  are  overcharging  and  the 
right  legislation  would  save  consumers  a 
bundle.  Bills  working  their  way  through 
Congress  would,  in  effect,  bar  the  FDA  from 
blocking  Nafta- sourced  drug  imports  pro- 
duced at  previously  FDA-approved  manu- 
facturing sites.  The  flow  of  cheap  Canadian  or  Mexican  drugs  to 
the  U.S.  could  become  a  flood.  But  the  Philippines  has  taken  this 
populist  response  further  with  the  globe's  first  state-run  arbi- 
trage program,  reimporting  drugs  sold  more  cheaply  to  India 
and  other  Asian  countries. 

Governments  can  do  plenty  of  damage  to  drug  company  rev- 
enues just  by  looking  the  other  way  as  drugs  get  redirected  or 
shipped  across  their  borders.  Indonesia's  Health  Consumer  Em- 
powerment Foundation  released  a  2002  study  claiming  that  al- 
most half  of  all  subsidized  medicines  intended  for  the  poor  found 
their  way  into  the  marketplace,  including  foreign  government 
donations  officially  stamped  by  Indonesian  authorities.  An  ex- 
aggeration? No  one  knows  because  Indonesia's  health  officials, 


claimed  the  Jakarta  Post,  never  seriously  investigated  the  charge. 
Meanwhile,  according  to  the  World  Markets  Research  Centre, 
the  Chilean  Pharmaceutical  Chamber  estimated  illegal  cross- 
border  trade  represented  10%  and  20%,  respectively,  of  Chile's 
cancer  and  HIV/ AIDS  medicines  in  2002.  And  last  year  the  head  of 
Lebanon's  pharmacy  association  publicly  accused  90%  of  that 
country's  nonprofit  clinics  of  reaping  huge  financial  rewards  by 
trading  drugs  originally  given  by  donors;  health  authorities  are 
now  trying  to  better  secure  the  country's  distribution  system. 

Between  June  2001  and  July  2002,  GlaxoSmithKline  figured  a 
quarter  of  its  deeply  discounted  HIV/ AIDS  drugs  bound  for  Africa 
never  wound  up  at  their  intended  destinations.  In  the  summer  of 
2002  authorities  in  Belgium  intercepted  800  Africa-intended  pack- 
ages of  Glaxo's  Combivir.  A  Dutch  trader  was  allegedly  behind 
this  and  23  other  trades  involving  44,000  packs  of  Combivir,  Epivir 
and  Trizivir.  Illegally  diverted  from  five  African  countries,  some- 
times with  the  aid  of  government  officials,  $18  million  worth  of 
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One  evening  in  January  a  FORBES  reporter  flew  into  London's  Heathrow  airport, 
suffering  from  a  sinus  infection.  He  made  his  way  to  the  late-night  Bliss  Chemist 
on  Marble  Arch,  where  his  doctor  had  previously  called  in  a  scrip  for  625mg 
tablets  of  Augmentin,  an  antibiotic  made  by  GlaxoSmithKline.  The  pharmacist 

handed  over  a  box  of  21  pills.  The 
■555? S5S^**»  ^  ^   stickers  plastered  on  the  box  did 
.mm*  ^^^S^"  not  entirely  cover  the  Greek  let- 

tering  underneath. 

The  pills  left  Glaxo's  fac- 
tory in  Mayenne,  France  on 
Sept.  12,  2003  en  route  to 
Glaxo's  Greek  company 
and  a  local  wholesaler. 
It's  not  clear  if  the 
Greek  wholesaler  resold 
the  drugs  to  Britain  directly 
t  them  through  other  inter- 
mediaries, but  ultimately  they  wound  up  at 
O.P.D.  Laboratories  Ltd.,  a  Hertfordshire,  England 
parallel  trader.  The  licensed  U.K.  arbitrager  repackaged  the 
box  with  English  labels  and  inserts  and  sold  it  on  to  the  West  End  pharmacist. 

Price  in  London:  $48.  In  downtown  Philadelphia  the  antibiotic  would  have 
been  dispensed  in  500mg  doses,  with  21  pills  retailing  for  $119.  —R.C.M. 


drugs  were  laundered  through  a  number  of  routes  to  Brussels  and 
Paris,  then  through  Antwerp,  all  headed  for  ultimate  sale  in  EU 
member  states  and  Switzerland.  (The  civil  case  is  in  the  courts;  the 
Dutch  police's  criminal  investigation  is  still  in  progress.)  Manu- 
facturers are  now  color-coding  their  poor-nation  pills  and  creat- 
ing special  packaging  to  combat  this  illegal  diversion. 

On  a  risk-reward  basis,  trading  pharmaceuticals  is  a  far  more 
attractive  business  than  running  heroin,  confirms  Thomas  Kubic, 
executive  director  of  the  Pharmaceutical  Security  Institute,  a  drug 
industry  group  in  Vienna,  Va.  fighting  illegal  pharma  trade.  Kubic 
says  organized-crime  busts  frequently  uncover  drug  inventories 
made  up  of  a  mixture  of  stolen  drugs,  diverted  drugs  and  coun- 
terfeits. But  the  line  between  illegal  substances  and  pharmaceu- 
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tical  trade  is  blurring.  With  6  million  Americans  abusing  pre- 
scription opiates  and  other  pharma  highfliers,  prescription -drug 
abuse  is  second  only  to  marijuana  abuse  in  the  U.S.  The  White 
House  is  now  targeting  so-called  pill  mills  that  sell  diverted  or 
stolen  drugs  over  the  Internet  without  prescriptions. 

European  governments  have  largely  seen  fit  to  embrace  the 
arbitrage  game,  though  it  is  doubtful  they  or  their  consumers  are 
the  primary  gainers.  Within  the  F.U's  free-trade  zone  stand  gov- 
ernment-run national  health  services,  each  negotiating  its  own 
drug  prices  with  the  pharmaceutical  manufacturers:  The  wholesale 
price  (daily  dosage,  adjusted  for  pack  sizes)  of  fluoxetine,  better 
known  as  Prozac,  is  64  cents  in  Spain,  $1.40  in  Germany  and  $1.83 
in  Britain.  With  EU  courts  repeatedly  ruling  parallel  trade  is  legal, 
companies  like  Medihealth  have  morphed  into  government- 
licensed  repackagers.  Germany's  Kohlpharma  alone  booked  $1  bil- 


lion in  2002  revenue  from  drug  arbitrage. 

Britain  is  reimporting  $2.6  billion,  or  20%,  of  its  drugs.  The 
London  School  of  Economics  just  concluded,  in  a  study  of  1 9  pre- 
scription drugs  in  six  European  countries,  that  parallel  traders  got 
25%  of  branded  drug  sales  in  2002.  Low-price  Greece  was  con- 
versely exporting  22%  of  its  drug  supplies. 

Because  Europe's  national  health  services  are  cash-strapped, 
EU  governments  actively  protect  their  arbs,  using  pharma's 
murky  gray  market  as  a  means  of  lowering  health  care  costs.  Ger- 
man law  mandates  that  pharmacies  have  at  least  7%  of  their  stock 
coming  from  parallel  trade  or  face  penalties.  Britain,  meanwhile, 
financially  rewards  its  pharmacists  when  they  arbitrage. 

Moss  Pharmacy,  a  big  drugstore  chain,  has  shops  in  Shepper- 
ton,  England.  There,  when  a  customer  asks  pharmacist  Samir 
Beibars  for  Novartis'  Famvir  (famciclovir),  a  drug  for  shingles, 


Robin  Hood  on  10%  Commission 


In  April  2001  the  FDA  and  U.S.  Customs  studied  prescription 
drug  movement  at  seven  U.S. -Mexico  border  crossings.  They 
detected  586  people  bringing  in  1,120  drugs  over  four  hours; 
just  over  half  held  valid  U.S.  or  Mexican  prescriptions.  But 
crossing  the  border  for  bargains  is  such  an  inconvenience. 
Nowadays  the  most  popular  way  to  buy  is  over  the  Internet. 


And  for  customers  who  find  even  that  too  intimidating,  there  is 
yet  another  way  to  get  low  prices:  Go  to  a  middleman. 

Ameri-Can  Discount  Center.com,  just  outside  Philadelphia, 
is  such  a  go-between.  The  storefront,  run  by  Darryl  Stein,  a  for- 
mer IBM  system  engineer,  and  Ronald  Cerota,  a  security  sys- 
tems executive,  helps  customers  in  the  Philadelphia  area  get  in 
touch  with  CanAmerica  Drugs  of  Manitoba.  One  recent  day  in 
February  they  were  helping  an  elderly  Russian  emigre  with  her 
prescription  for  four  drugs,  including  Altace  and  Zocor.  They 


faxed  her  U.S.  prescription  to  Canada,  helped  her  fill  out  the 
exhaustive  questionnaire  that  a  Canadian  doctor  needs  in  order 
to  write  her  scrip  north  of  the  border  and  mailed  in  her  check 
for  $713.  The  pills  were  to  arrive  in  the  mail  in  about  two  weeks. 
The  two  men  will  follow  up  several  weeks  before  her  90-day 
supply  runs  out  with  a  reminder  to  reorder. 

"We're  like  Robin  Hood,"  says  the  40-year- 
old  Stein. 

Sort  of.  The  two  entrepreneurs  get  a  fee  of 
10%  of  all  sales  they  steer  to  the  Canadian  Web 
pharmacy  or  to  a  mail-order  provider  of  generics 
in  the  U.S.  (Generics  are  generally  more  expen- 
sive north  of  the  border.)  It's  not  easy,  they  claim. 
They  started  a  year  ago  with  $40,000  in  savings, 
but  have  since  taken  out  a  small  home-equity 
loan  as  they  approach  break-even:  700  cus- 
tomers are  generating  $6,000  to  $8,000  a 
month  in  commissions. 

It's  not  just  the  newly  self-employed  who  are 
interested  in  the  business.  Politicians  are  getting 
into  the  act.  Springfield,  Mass.  and  Montgomery, 
Ala.  openly  defy  the  Federal  Food,  Drug  & 
Cosmetic  Act  by  arbitraging  drugs  from  Canada 
on  behalf  of  municipal  employees.  Boston  Mayor 
Thomas  Menino  says  he  wants  to  start  reimport- 
ing Canadian  stocks  in  July.  If  a  band  of  like- 
minded  New  England  officials  gets  permission— 
they  are  waiting  to  hear  from  the  U.S.  Department  of  Health  & 
Human  Services— they  will  start  offering  bargains  to  100,000 
residents  on  a  trial  basis.  The  Boston  pilot  project  alone  should 
save  $1.5  million  a  year,  3%  of  the  city's  drug  spending. 

"It's  all  about  the  consumers,"  Mayor  Menino  thunders.  "If  we 
were  able  to  reimport  drugs  from  Canada,  which  would  give  us  a 
reduction  in  costs,  don't  you  think  the  American  drug  companies 
would  reduce  their  prices  for  drugs  and  follow  suit?"  —R.C.M. 
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Beibars  uses  his  computer  to  scan  his  wholesaler's  available  stock 
in  branded,  discounted,  generic  and  parallel-traded  drugs.  He  finds 
a  southern  European  import  of  famciclovir  for  SI  78;  the  National 
Health  Service's  listed  reimbursement  fee  is  $205. 

So  who  gets  the  spreads  in  Europe's  secondary  market?  "The 
patients  don't  benefit,''  says  Panos  Kanavos,  an  author  of  the  LSE 
study  and  a  lecturer  on  international  health  policy.  Rather,  he 
says,  it's  the  middlemen — the  parallel  trader,  wholesaler  and,  to 
a  much  lesser  extent,  the  pharmacist  and  govern-  ^^^^ 
ments — who  grab  the  differences.  • 

The  LSE's  six-country  study  figured  the  total  2002 


Waging  war  against  big  pharma; 
Traders  like  Taybi  Mohamedbhai  are 
highly  sophisticated  repackagers. 


ber  of  FORBES'  billionaires  list,  has  built  Europe's  second-largest 
wholesaler  and,  in  the  form  of  Moss  Pharmacy,  its  third-largest 
drugstore  chain. 

Alliance  UniChem  does  not  hold  any  parallel  trading  licenses 
itself  but  runs  lower-priced  stock  from  its  Spanish  and  Greek 
warehouses  through  licensed  parallel  traders  like  Medihealth  be- 
fore returning  the  drugs  to  its  northern  warehouses;  redirecting 
parallel  product  to  its  in-house  chain  of  1,100  pharmacies  also 
significantly  boosts  its  retail  margins. 
Big  wholesalers  pay  parallel  traders  65 
cents  to  90  cents  a  pack  for  repackag- 
ing services,  but  also  sell  5%  to  20% 
of  the  pass-through  to  the  traders  so 
they  can  trade  this  inventory  for  their 
own  accounts.  It's  a  license  to  print 
money.  Says  a  parallel  trader  who  in- 
sists on  anonymity:  "The  biggest 
problem  for  parallel  traders  is  getting 
our  hands  on  inventory." 
Alliance  UniChem  maintains  it  was  forced  into  the  business 
by  competition.  "Wholesalers  couldn't  ignore  it  anymore,"  ex- 
plains Geoffrey  Cooper,  deputy  chief  executive  at  Alliance 
UniChem.  "The  clanger  was,  if  we  didn't  supply  our  [pharmacist] 
customers  with  parallel  imports,  the  short-liners  could  come  in 
and  sell  them  the  imports  and  then  say,  'By  the  way,  we  also  have 
some  generic'  Manufacturers  hate  it,  and  we  don't  like  it,  either. 
Long  term  we  can  earn  better  margins  from  manufacturers." 

Of  course,  unlike  its  illegal  cousin,  Europe's  secondary  market 
does  not  hurt  the  poor,  but  hits  big  pharma  in  the  pocket.  But 
that  doesn't  mean  it's  only  some  bonus-happy  execs  and  share- 
holders who  pay  a  price. 

At  this  year's  World  Economic  Forum  in  Davos  there  was  a 
fierce  debate  about  Europe's  "free  ride"  on  America's  lab-coat- 
tails.  Europe  spends  60%  less  per  capita  on  pharmaceuticals 


wholesale  sales  to  pharmacists  (but  not  hospitals) 
equaled  $6.5  billion  for  the  19  drugs  in  question. 
The  parallel  traders  skimmed  off  S680  million  in 
trading  profits.  But  complex  government  pricing 
mechanisms  meant  that  national  health  insurance  funds  man- 
aged to  claw  back  only  S 1 20  million  of  savings. 

Studies  commissioned  by  parallel  traders  claim  governments 
are  the  big  winners,  but  the  LSE  study  (backed  by  Johnson  &  John- 
son) is  probably  closer  to  the  marlc  Consider  Medihealth's  Janu- 
ary trade  in  Nasonex.  Medihealth  bought  the  Schering  spray  from 
a  French  wholesaler  for  SI  1.80  a  bottle;  the  English-language 
repackaging  cost  it  another  37  cents.  But  N  ledihealth  was  able  to  sell 
the  spray  to  British  pharmacies  for  an  average  price  of  S16.51,  cap- 
turing a  S4.34  spread  per  bottle,  or  SI 7,347  for  the  in-and-out 
shipment.  With  the  drug  still  competitively  priced,  the  pharmacist 
then  grabbed  (after  a  government  levy)  a  Si. 48  trading  profit,  in 
addition  to  a  standard  dispensing  fee  allowed  on  the  medicine. 

On  such  backroom  shuffles  fortunes  are  made.  Milan-born 
Stefano  Pessina,  62,  is  the  chief  executive  and  major  shareholder 
of  publicly  traded  Alliance  UniChem,  a  pan-European  drug 
wholesaler  with  S17  billion  in  revenues.  Pessina,  a  new  mem- 


Legal  pharma  arbitrage  in  the  EU 
is  already  worth  $12  billion. 


than  the  U.S.;  FDA  Commissioner  Mark  McClellan  says  Ameri- 
cans, while  consuming  a  fraction  of  the  world's  output  of  pre- 
scription drugs,  are  unfairly  accounting  for  half  of  the  industry's 
revenues. 

So  drug  manufacturers — careful  not  to  look  like  they  are  out 
to  gouge  the  public — must  quietly  wage  a  guerrilla  war,  trying  to 
catch  parallel  traders  out  in  a  supply  squeeze. 

"They  are  very  clever,"  says  Taybi  Mohamedbhai,  principal 
buyer  at  Medihealth.  "A  U.K.  drug  company  will  approach  big 
parallel  traders  and  say,  'Why  are  you  importing  that  drug  from 
Greece?  We  will  give  you  the  drug  at  the  same  price  here  in  the 
U.K.'  They  will  do  this  for  six  or  seven  months  and  then  sud- 
denly cut  off  the  supply.  During  that  time  they  collect  the  data  on 
what  Greek  domestic  demand  is  and  what  demand  bound  for 
the  U.K.  parallel  import  market  is,  and  then  limit  Greek  supplies 
accordingly.  It  took  us  a  while  to  figure  this  out,  but  when  they 
approached  us  again,  we  said,  'We're  not  interested.' "  F 
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Climb  in  for  an  amazing  experience:  available  heated  and  cooled 
leather-trimmed  seats  and  dual-zone  electronic  temperature 
control.  Plus,  available  PowerFold™  3rd-row  seating  that 
flattens  into  the  floor  with  the  push  of  a  button.  Then  consider 
this:  Expedition  is  the  only  full-size  SUV  to  receive  the  highest 
government  frontal  crash  test  safety  rating  for  four  years  in  a  row 
(2001,  2002,  2003,  2004).  How's  that  for  inner  peace? 
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Success  can  be  a  fragile  thing  in  the  restaurant 
business.  Particularly  when  fluctuating  food  costs  can 
quickly  ruin  profit  margins.  Savvy  restaurants  have  turned 
to  Cargill  for  help.  We  use  our  knowledge  of  markets 
to  deliver  a  more  stable  price  for  egg  products.  We 
also  deliver  products  in  ways  that  help  them  cut 
handling  costs.  So  now  restaurants  can  have  better 
cost  control  and  more  stable  margins.  Not  to  mention  more 
appetizing  profits.  This  is  how  Cargill  works  with  customers. 
collaborate   >    create   >  succeed 
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The  world's  most  popular 
professional  sport  is  a  study 
in  financial  contrasts  and 
often  desperation. 

By  Michael  Freedman 


FOOTBALL  CLUB  IS  ALMOST  LITERALLY  IN  THE  SHADOW  OF  MAN- 
world's  wealthiest  sports  franchise.  Situated  just  a  few  miles  down  the 
road  from  Old  Trafford,  Man  U.'s  legendary  arena,  the  soccer  club  attracts  a  mere  6,500 
people  on  its  best  day,  pulling  in  just  $8.5  million  in  sales  a  year.  But  thousands  of  miles 
away,  in  Chinese  cities  like  Shenyang,  Wuhan  and  Beijing,  the  tiny  121-year-old  Stockport 
club  is  the  hottest  thing  going.  There  a  team  that  has  long  struggled  on  the  English  playing 
field  draws  25,000  people  to  matches.  This  May  Stockport  will  be  the  first  professional  soc- 
cer outfit  to  play  in  Urumqi,  Xinjiang  province,  the  city  said  to  be  farthest  in  the  world 
from  a  sea.  "People  will  travel  for  four  days  to  watch  us  in  China,"  says  Steve  D.  Bellis,  the 
team's  international  marketing  manager. 

Stockport  County's  Sino  success  shows  both  shrewd  marketing  and  a  willingness  to 
seek  out  new  revenue  sources.  But  it's  also  a  testament  to  the  global  nature  of  soccer,  a 
$12  billion  industry  that  spans  the  Earth  in  ways  more  dramatic  than  U.S.  sports  have  ever 
managed.The  Super  Bowl?  That's  nothing,  with  maybe  150  million  TV  viewers.  Soccer's 
World  Cup  drew  1.1  billion  for  the  Germany- versus-Brazil  final  in  2002. 

Professional  soccer  leagues  are  blossoming  in  once-unlikely  places  like  the  Baltic 
nations  and  China.  At  the  same  time  the  best  athletes  may  opt  to  pursue  the  game's  great 
paydays  with  clubs  half  a  world  away. 

Cash  and  celebrity  have  followed  global  popularity:  Billionaires  are  buying  a  grip  on 
major  franchises,  while  28-year-old  David  Beckham,  a  Brit  midfielder  now  playing  for  Real 
Madrid,  is  ogled  by  thousands — if  not  millions — of  women  worldwide.  Though  only 
lately  gaining  renown  in  the  U.S.,  Beckham  just  may  be  the  world's  most  famous  athlete; 
he  pulled  down  $30  million  last  year,  we  estimate  (see  box,  p.  126). 

But  in  much  of  soccer's  own  heartlands,  in  places  like  the  Stockport  County  pitch,  this 
global  game  is  fraught  with  financial  woe.  In  England  23  teams  have  been  at,  or  beyond, 
the  brink  of  insolvency  over  the  last  few  years.  Italy  suffers  from  what  analysts  at  Deloitte 
&  Touche  descriptively  label  the  "prune  juice  effect":  Everything  that  goes  in  comes  out. 
Aggregated  revenue  in  the  top  division  has  doubled  since  1998  to  $1.3  billion,  according  to 
a  study  by  the  accountancy  firm.  Yet  losses  have  just  gone  up. 

The  global  soccer  business  gets  at  least  80%  of  its  revenue  from  Europe,  a  region  with 
strong  social  welfare  traditions,  high  taxes  and  sometimes  maddening  regulatory  environ- 
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ments.  Yet  when  it  comes  to  soccer,  the  rich  are  free  to  get  richer. 
Attempts  to  rein  in  the  system,  including  proposals  for  NFL-style 
salary  caps  for  pro  leagues,  have  been  met  with  skepticism.  "This 
is  the  engine  of  our  industry,  of  Western  economy,"  says 
Thomas  Kurth,  general  manager  of  the  G-14,  a  trade  group  for 
such  soccer  teams  as  Germany's  Bayern  Munich  and  Spain's 
Barcelona.  "The  better  you  are — the  harder  you  work — the 
more  you  can  earn.  And  the  stronger  you  can  get." 

The  best  teams  from  each  European  league  also  play  in  the  lu- 
crative UEFA  Champions  League,  backed  by  Europe's  governing 
body  for  soccer.  Successful  teams  there  can  earn  between  $27  mil- 
lion and  $60  million  in  broadcasting  and  sponsorship  revenue. 

And  the  best  teams  can  use  money  like  that  to  get  still  more 
of  the  best  talent.  In  a  landmark  1995  decision  the  European 
Court  of  Justice  said  teams  could  carry  European  Union  nation- 
als on  their  rosters  without  limit.  The  ruling  widened  the  game's 
appeal  but  also  gave  players  (and  agents)  new  muscle  in  negoti- 
ations. Salaries  have  increased — up  18%  to  26%  per  year  since 
1995  in  the  top  five  European  leagues,  Deloitte  finds. 

For  some  the  freedom  to  overspend  has  been  devastating.  In 
the  late  1990s  the  then-head  of  English  squad  Leeds  United  per- 
suaded major  shareholders  like  Schroders,  UBS  Warburg  and 
Jupiter  Asset  Management  to  approve  a  25-year  bond  of 


$115  million  to  buy  new  players.  A  spending  spree  culminated  in 
a  2001  trip  to  the  Champions  League  semifinals.  But  the  team 
failed  to  make  it  in  2002,  leading  to  a  painful  descent.  The  club 
has  had  to  sell  off  players  to  reduce  expenses.  (It  still  ranks  as  a 
top  franchise,  because  we  do  not  deduct  team  debt  in  arriving  at 
our  valuations;  see  table,  p.  128). 

Weak  teams  get  demoted  to  lower  divisions  where  prospects 
for  making  money  are  lower  still.  If  Leeds  is  downshifted  from 
the  top  English  division,  it  will  lose  an  estimated  $20  million  in 
broadcasting  and  other  revenue,  even  with  small  payments  that 
cushion  the  financial  loss  from  demotion.  In  Italy  the  problem  is 
equally  acute:  Demotion  from  the  top  division,  Serie  A,  costs  a 
team  40%  of  revenue.  "The  big  problem  when  you  go  down  is 
that  you  have  a  load  of  players  that  you  suddenly  can't  afford," 
says  Stuart  Barnsdall,  a  partner  at  the  soccer  services  group  of 
PKF,  a  London  accountancy  firm. 

The  inevitable  trend  in  this  fierce  competition:  The  good  teams 
get  better  and  the  poor  teams  get  worse.  And  every  team  owner 
spends  himself  silly.  One  wonders  whether  those  Europeans  need 
a  good  dose  of  American-style  sports  socialism,  in  which  rich 
teams  subsidize  poor  ones,  to  make  the  play  more  interesting.  Or, 
if  not,  then  some  price  controls — salary  caps,  that  is. 

But  the  wealthiest  teams  argue  that  greater  regulation 


Billionaires  Needed 


Major  League  Soccer  in  the  U.S.  has  already  defied  expectations  by  entering  its  ninth  year  in  existence,  but 
only  after  hemorrhaging  a  reported  $350  million  over  the  previous  eight.  In  2002  the  league  shut  down 
two  teams,  including  the  Miami  franchise  that  was  supposed  to  be  a  beachhead  in  the  growing  Hispanic  | 
market.  The  number  of  team  owners  has  shrunk  to  four  from  the  original  six.  (Billionaire  Philip  Anschutz 
owns  five  teams.)  And  the  per-team  budgets  for  players'  salaries  have  risen  only  $400,000  since 
inception,  to  $1.8  million,  making  it  hard  for  the  league  to  hang  on  to  the  best  homegrown  talent.  Last 
year  Manchester  United  shelled  out  $4  million  for  the  contract  of  promising  New  York/New  Jersey 
Metrostars  goalkeeper  Tim  Howard. 

Meantime,  an  American  women's  league  folded  completely. 

But  MLS  officials  like  to  point  to  some  bright  spots.  The  men's  league  plans  on  expand- 
ing by  four  teams  by  2006,  and  the  fees  for  those  teams  will  be  $10  million,  double  what 
they  were  in  1996.  New  revenue-rich,  soccer-only  stadiums  have  been  built  since 
1999  in  Columbus,  Ohio  and  Los  Angeles,  and  three  new  stadiums  are  in  the 
works.  A  new  marketing  arm  is  gathering  U.S.  television  and  sponsorship 
rights  in  a  broader  soccer  universe,  including  the  World  Cup.  And  the 
league  has  structured  itself  to  avoid  salary  wars  by  essentially  running 
player  payroll  as  a  cooperative.  Nonetheless,  it  was  able  to  beat  out 
Man  U.,  among  others,  to  sign  Freddy  Adu,  a  14-year-old  soccer  wunderkind 
from  Potomac,  Md.,  to  a  six-year  pact  worth  $500,000  a  year. 

Still  MLS'  survival  depends  on  patient  owners  who  have  money  to  lose  and  can  accept 
the  idea  that  the  sport  won't  achieve  the  popularity  of,  say,  baseball  in  their  lifetimes.  "In 
the  biggest  leagues  in  the  U.S.  every  consumer  knows  that  they  are  watching  the  best 
baseball  or  basketball  being  played  at  that  time  in  the  world,"  says  University  of 
Michigan  professor  Andrei  S.  Markovits,  coauthor  of  Offside:  Soccer  and  American  J 
Exceptionalism.  "This  is  not  true  for  MLS."  But  MLS'  chief  operating  officer,  Mark 
Abbott,  notes  the  U.S.  National  Team  reached  the  World  Cup  quarter  finals  in 
2002  with  half  of  its  roster  made  up  of  MLS  players.  Says  he  of  his  European 
League  counterparts:   "In  quiet  moments  they   hear  footsteps."  _j 

—Monte  Burke 


With  further  Adu: 
14-year-old  phenom 
Freddy  Adu  signs  up. 
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echnology 


Cleaner  fuels.  Advanced  fuels.  Liquefied  natural  gas.  Converting  gas  fuels  into 
liquids.  3-D  seismic  technology  for  the  discovery  of  new  fuels.  Ultra-deepwater 
drilling  and  production  technology  to  access  once  unreachable  sources  of  fuels. 
Shall  we  go  on?  When  it  comes  to  energy  technologies,  our  answer  to  that 
question  is,  "yes  we  will."  Because  at  ConocoPhillips,  discovering  and  innovating 


new  technologies  is  just  another  way  we  elevate. 


Soccer 


could  hurt  the  game  overall.  In  1990  the 
French  government  established  a  body 
to  scrutinize  club  finances  and  prevent 
clubs  from  becoming  too  unprofitable.  It 
has  massive  power:  If  a  club  veers  into 
financial  trouble,  this  agency  can  stop  it 
from  buying  new  players,  strip  it  of  its 
professional  status  or  demote  it  to  a 
lower  division,  as  happened  to  Toulouse 
in  2001.  Not  surprisingly,  other  clubs  in 
France  are  more  financially  stable, 
according  to  Geoffrey  E.  Hare,  author  of 
Football  in  France:  A  Cultural  History. 
But  they  have  a  tough  time  competing 
with  teams  from  unregulated  Spain  or 
England. 

The  best  French  players,  like  26-year- 
old  star  Thierry  Henry,  leave  France  in 
search  of  deeper  pockets  abroad.  In  1999 
Henry  signed  with  Arsenal,  of  England; 
his  contract  is  reportedly  worth 
$8  million  a  year.  As  a  result,  wealthy 
French  clubs  like  Olympique  Lyonnais 
have  pushed  for  some  deregulation — to 
little  effect.  A  year  ago  Jean-Michel 
Aulas,  president  of  the  team  from  Lyon, 
tried  to  list  his  club  on  the  French  stock 
market;  the  French  government  would 
not  allow  it. 

The  easiest  way  to  bankroll  a  club,  of 
course,  is  to  find  a  sugar  daddy — a  Rus- 
sian oligarch  like  Roman  Abramovich, 
who  bought  English  club  Chelsea  last 
year,  erased  its  debt  and  bought  players 
with  ease.  Leeds — whose  debts  total 
$150  million — just  got  Gerald  Klasner,  a 
local  "insolvency  specialist." 

In  May  China  will  be  relaunching  its 
own  premier  national  league.  It  is  far 
too  early  to  say  if  the  Chinese  Super 
League  will  pay  off.  Yet  big  money  may 
be  coming,  from  such  sponsors  as  the 
German  Siemens  Mobile  and  Korean 
giant  LG. 

Such  an  awakening  market  is  good 
news  even  for  Europe's  also-ran  clubs. 
But  for  Stockport  County's  Steve  Bellis,  it 
still  means  a  slog.  In  over  three  years  he's 
made  19  trips  to  China.  His  club  now  gets 
10%  of  its  revenue  there. 

Bellis  says  he's  been  approached  for 
guidance  by  others  eager  for  Chinese  cus- 
tomers. "I  said,  'Listen.  If  you  want  to 
make  a  quick  buck,  forget  it,'"  he  says. 
There's  a  pot  of  money  in  international 
soccer,  but  there  is  no  easy  money.  F 
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soccer 


,  /  Goal, 

Man  U.! 


International  soccer's 
payoff  is  concentrated 
heavily  in  England, 
but  the  fanatics  in 
the  seats  are  only  part 
of  the  story. 
By  Cecily  Fluke  and 
Michael  K.  Ozanian 


Fueled  hv  (lit-  capture  of  eight  Premier  l  eague  championships  during  the  past  1 1  years,  England's  Manchester  United 
pulled  in  $2<!9  million  in  revenue  last  season.  That  figure  makes  the  team  worth,  we  estimate,  $1.2  billion  and  thus  the 
most  valuabllt  in  soccer.  By  comparison,  the  top  American  franchise,  football's  Washington  Redskins,  is  worth  but 


$yb2  million.  (For  a  fuller  breakdown  of  the  two,  go  to  www.forbes.com/extra.) 

Man  U.  was  also  first  in  operating  income  with  $9 1  million.  Says  Jgor  Licini,  research  specialist  with  FKG  Sports 
Consulting  in  Switzerland,  "Manchester  United  by  far  remains  the  wealthiest.  They  get  revenues  from  the  players  they 
sell — like  David  Beckham — and  they  have  been  able  to  maintain  success  on  the  field  as  well." 

Besides  its  dominance  of  the  Premier  League,  Man  U.  has  also  made  numerous  appearances  in  the  UEFA  (Europe- 
wide)  Champions  League  and  FA  Cup  competitions.  This  success  afforded  the  team  33  games  at  its  Old  Trafford  sta- 
dium in  2002-03,  providing  $116  million  in  revenues  from  tickets,  corporate  hospitality  and  concessions.  That's 
$30  million  more  than  its  closest  rival  on  this  score,  Spain's  Real  Madrid. 

Though  England  is  peerless  in  its  density  of  soccer  fanatics,  the  success  secret  of  Man  U.  is  its  ability  to  generate  a 
worldwide  following.  In  2002  Man  U.  leveraged  its  stellar  pitch  play  and  53  million  fans  into  a  13-year,  $470  million 
sponsorship  deal  with  Nike.  The  club  also  raked  in  $96  million  in  broadcasting  revenue. 

Media  rights  can  be  spotty  deals,  but  tend  to  be  key  for  English  soccer  teams  because  of  cable  and  satellite  television, 
which  have  bought  into  soccer  to  drive  subscription  fees  rather  than  advertising  revenue.  Case  in  point:  Rupert  Murdoch 
bought  up  the  live  rights  to  the  Premier  League  for  his  Sky  satellite  and  cable  properties. 

Says  Paul  Rawnsley,  a  consultant  with  the  sports  business  group  at  Deloitte  &  Touche:  "Soccer  has  become  much 
more  commercial  the  past  decade,  and  its  revenue  generation  has  maddeningly  increased  over  that  time.  Manchester 
United  came  to  prominence  at  the  right  time."  No  wonder  U.S.  billionaire  Malcolm  Glazer  increased  his  stake  in  pub- 
licly traded  Man  U.  to  16.7%.  He  is  vying  with  majority  shareholders  John  Magnier  and  J.P  McManus,  Irish  race- 
horse owners  who  co-own  28.9%,  for  the  biggest  piece  of  Man  U.'s  pie. 

All  20  of  soccer's  most  valuable  clubs  can  be  found  in  England,  France,  Germany,  Italy,  Scotland  and  Spain. 

Kicking  for  Cash 

With  an  estimated  $20  million  in  endorse- 
ments this  year,  British  icon  David  Beckham 
tops  our  list  of  the  world's  highest-paid  soccer 
players,  at  $30  million.  Though  teammates 
Zidane  and  Ronaldo  earn  more  in  salary  alone, 
Beckham's  off-the-field  popularity  with  the 
likes  of  Pepsi  and  Adidas  make  him  hard  to 
catch.  Salary,  bonuses  and  sponsorship  deals 
all  played  a  part  in  determining  player 
earnings  on  our  list.  —Lesley  Kump 
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Sources:  France  Football;  Forbes. 


Beckham  JHHBB 
Real  Madrid  million 


Ronaldo  Raul  Gonzalez  Blanco 

Real  Madrid  Real  Madrid 

For  a  complete  list  of  the  ten  highest-paid  players,  go  to  www.forbes.com/extra. 
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Champions  of  Wealth 


The  world's  20  most  valuable  soccer  clubs  are  worth  an  average  of  $443  million. 


RANK 


CLUB/country 

Manchester  United/England 


CURRENT 
VALUE1 
(SMIL) 

$1,186 


REVENUE 

(SMIL) 

$289 


OPERATING 
INCOME2 
(SMIL) 

$91.0 


DEBT3/ 
VALUE 

0% 


OWNER/MAJORITY  SHAREHOLDER 

John  Magnier  &  JP  McManus 


Juventus/ltaly 


828 


251 


24.0 


Agnelli  family 


AC  Milan/Italy 


759 


230 


-9.0 


NA 


Silvio  Berlusconi 


Real  Madrid/Spain 


751 


221 


22.0 


Club  members 


Bayern  Munich/Germany 


617 


187 


47.0 


NA 


Club  members 


Internazionale/ltaly 


558 


186 


6.0 


NA 


Massimo  Moratti 


Arsenal/England 


482 


172 


36.0 


Danny  Fiszman 


8 


Liverpool/England 


447 


172 


61.0 


David  Moores 


_9_ 
10 


Newcastle  United/England 


398 


159 


77.0 


26 


Freddy  Shepherd 


mn 


Borussia  Dortmund/Germany 


355 


142 


40.0 


10 


Norman  Rentrop 


Barcelona/Spain 


345 


142 


7.1 


50 


Club  members 


12 


Schalke  04/Germany 


340 


136 


34.0 


29 


Club  members 


13 


Chelsea/England 


339 


154 


-19.0 


Roman  Abramovich 


14 


AS  Roma/Italy 


304 


152 


-21.0 


17 


Sensi  family 


17 


Tottenham  Hotspur/England 
MM  Celtic/Scotland 


275 


110 


18.4 


10 


Daniel  Levy 


200 


100 


11.8 


15 


Dermot  Desmond 


Olympique  Lyonnais,  France 


194 


97 


4.9 


NA 


Jean-Michel  Aulas 


18 


Glasgow  Rangers/Scotland 


166 


81 


12.2 


51 


David  Murray 


SS  Lazio/ltaly 


162 


102 


-81.4 


49 


Capitalia 


20 


Leeds  United/England 


147 


106 


-41.5 


100 


Gerald  Krasner 


Revenues  and  operating  income  are  for  the  2002-03  season  and  converted  to  U.S.  dollars  based  on  June  30.  2003  exchange  rates.  'Value  of  team  based  on  current  stadium  deal  (unless  new 
stadium  is  pending)  without  deduction  for  debt  (other  than  stadium  debt).  Earnings  before  interest,  taxes,  depreciation  and  amortization.  'Includes  stadium  debt.  NA:  Not  available.  Rules  of 
the  pitch:  Team  values  are  Forbes  estimates  based  on  the  most  recent  transactions  and  the  enterprise  values  of  publicly  traded  teams.  Most  of  the  data  used  by  Forbes  to  calculate  team 
values  are  courtesy  of  Deloitte  &  Touche,  U.K.  Other  figures  were  provided  by  FKG  Sports  Consulting,  Switzerland  and  Worldscope  via  FactSet  Research  Systems. 


England  is  clearly  soccer's  epicenter  with  7  of  the  top  20  teams. 
Almost  every  English  Premier  League  stadium  has  been  rebuilt 
over  the  past  15  years,  largely  because  of  laws  passed  after  95 
people  died  when  an  antiquated  arena  in  Sheffield  collapsed  in 
1989.  The  best  English  teams  get  far  more  gate  revenue  per  game 
than  do  other  European  clubs. 

Italy's  Juventus,  2002-03  Champions  League  finalists — and 
the  top  Italian  club  of  the  five  on  our  list,  with  S251  million  in 
revenues — has  tapped  into  the  area  outside  its  stadium.  In  2003 
it  signed  a  99-year  lease  for  Stadio  Delle  Alpi  and  adjacent  areas, 
luventus  has  plans  not  only  to  refurbish  the  stadium  itself  but  also 
to  develop  the  surrounding  property  into  commercial  and 
entertainment  space.  As  a  result  of  expected  gains,  Juventus  sits 
happily  in  the  number  two  slot,  with  a  value  of  $828  million. 

Another  club  taking  advantage  of  its  fortunate  stadium  situ- 
ation is  thirteenth -ranked  Chelsea.  Russian  Roman  Abramovich, 
who  made  a  S  10.6  billion  fortune  in  oil,  bought  control  of  the 
Chelsea  team  for  S249  million.  (Ownership  also  includes 
Chelsea  Village,  the  company  that  controls  a  big  piece  of  prop- 
erty in  the  gentrified  district  upon  which  the  stadium  is  built. ) 
Abramovich  also  put  in  over  $200  million  to  add  good  players. 


Spain's  Real  Madrid  has  also  invested  millions  in  its  players. 
The  club,  ranked  number  four  on  our  list,  has  assembled  an  all- 
star  team  with  five  of  the  world's  best  players,  including  David 
Beckham,  Zinedine  Zidane  and  Ronaldo.  With  scores  of  trophies, 
including  29  Spanish  League  tides,  Real  is  the  only  team  to  have 
won  the  European  Cup  tide  five  times  in  a  row.  Real  Madrid  is 
well  known  around  the  world,  but,  says  Rawnsley,  "Though  they 
are  the  world's  number  one  glamour  club,  they  are  still  number 
four  in  revenue,  because  they  have  not  yet  figured  out  how  to 
turn  their  fan  base  into  a  customer  base." 

Players  in  the  Euro  leagues  come  from  all  around  the  world. 
Says  Kevin  Roberts,  editor  of  SportBusiness  International,  "The 
economic  difficulties  in  the  Latin  American  countries  have  made 
them  breeding  grounds  for  stars  who  eventually  transfer  to  teams 
in  England,  Spain,  Italy  and  Germany.  Latin  American  teams  are 
dependent  on  the  transfer  fees  they  get  from  those  trades  to 
finance  their  existence."  The  wealth  of  the  top  20  has  certainly 
boosted  their  players'  living  standards.  Because  David  Beckham's 
jersey  is  thought  of  as  his  intellectual  property,  he  strikes  his  own 
deal  with  Real  Madrid  over  how  the  revenues  from  sales  of  his  jer- 
sey will  be  shared.  Redskins  players — eat  your  hearts  out.  F 
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COMPANIES  THAT  WERE 
JUST  IDEAS  YESTERDAY 
RUN  SAP 


What  if  you're  onto  something  big,  but  aren't  big  yet?  Start  with  SAP'  solutions  for  small  and  midsize  companies. 
Solutions  designed  to  fit  any  size  business  -  and  any  size  budget.  And  because  they're  built  with  expansion  in 
mind,  they  won't  just  help  you  grow,  they  will  grow  with  you.  Visit  sap.com/ideas  or  call  800  880  1727,  because 
we  have  a  few  big  ideas  of  our  own. 


Bushra  Lateef  Skail,  41 
Al  Kut,  Iraq 

►  Skail  decided  to  help 
the  widows  of  the  Iran- 
Iraq  war (1980-88) 
by  revitalizing  a 
sewing  cooperative, 
selling  mostly  linens  to 
hospitals.  H«  business 
survived  the  first  Ciulf  war 
and  Saddam.  But  last 
spring,  during  the  invasion 
of  Iraq,  her  factory  was 
razed  and  looted;  almost 
all  of  the  sewing  machines 
and  looms  were  stolen. 
Today,  with  $55,000  in 
grants  from  Mercy  Corps, 
she  is  rebuilding.  She- 
employs  200  people  spread 
across  two  shifts.  Now  her 
biggest  threat  is 
competition  from  lower- 
cost  Chinese  producers.  , 


Naseer  Ahmad,  mid-30s 
Khuda  Ki  Basti,  Pakistan 

Peruvian  economist 
Hernando  de  Soto  has 
argued  that  the  secret  to 
loosening  the  bonds  of 
indigence  lies  in  private 
ownership.  Naseer 
Ahmad's  fortunes  turned 
after  he  took  an  innovative 
home  mortgage  loan  from 
a  Pakistani  affiliate  of  the 
Acumen  Fund:  For  a  $175 
down  payment  and 
monthly  repayments  of  $6 
to  $8  for  the  next  half- 
dozen  or  so  years,  he  got  to 
own  a  plot  of  land  and 
start  construction  of  a 
two-room  home — from 
which  he  launched  a 
weaving  business.  Ahmad 
is  pulling  in  $3.50  a  day  by 
making  saris  and  small 
rugs  and  selling  them  to 
wholesalers  in  the  cloth 
markets  of  Karachi.  It  is 
enough  to  support  him 
and  his  family. 


MlCrOClmUIJIUlieui  a 


Small 

Small 

Busin 


Poverty,  political  repression,  war, 
racial  and  religious  hatred— none 
ol"  these  can  prevent  enterprise 
from  taking  root  in  the  most 
parched  soil  in  every  corner  and 
crevice  on  earth.  On  these  pages 
are  a  handful  of  the  millions  of 
men  and  women  who  have  over- 
come severe  adversity  by  starting 
tiny  businesses.  They  often  began 
with  microloans  and  grants  of  as 
little  as  $50  from  nonprofit 
groups  like  the  Trickle  Up 
Program  (New  York  City),  the 
Foundation  for  International 
( immunity  Assistance  (Wash- 
ington, D.OjAccion  Interna- 
tional (Boston),  Mercy  Corps 
(Portland,  Ore.)  and  the  Acumen 
Fund  (New  York  City).  But  what 
they  have  made  of  this  seed 
capital  is  entirely  their  own. 
By  Tatiana  Serafin 
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Pierre  Fougere  Cherisme,  30 

Torbeck,  Haiti 

^  In  1997  Cherisme  opened  a 
crafts  .shop  in  Torbeck,  near 
the  southern  port  of  Les  Cayes, 
setting  objects  drawn  from 
Haiti's  rich  voodoo  culture. 
With  political  violence  grow- 
ing, tourists  stopped  coming. 
Aid  to  Artisans,  a  nonprofit  in 
Hartford,  Conn.,  stepped  in  as 
middleman.  With  that  hookup, 
Cherisme  sells  $50,000  a  year 
wOrth  of  crafts,  mostly  abroad, 
and  employs  25  full-time  and 
15  part-time  artists.  Last  year 
he  started  working  with  a 
California  importer.  This  year 
his  stuff  showed  up  at  the  New 
York  International  Gift  Fair. 

Sherida  Mkama,  early  40s 

Kamanga,  Tanzania 

■<-In  1995  Mkama  was  barely 
scratching  out  a  living  for 
herself,  her  husband  and  her 
ten  children  by  raising  and 
selling  tomatoes.  With  a  $50 
loan  from  the  Foundation  for 
International  Community 
Assistance,  she  bought  spare 
parts  for  her  bicycle  so  she 
could  get  to  the  ferry  that 
would  take  her  to  the  market 
in  nearby  Mwanza.  With 
subsequent  loans,  she  bought 
better  seed  and  fertilizer.  Now, 
on  a  good  day,  she  can  pull  in 
a  profit  of  $4. 

fi  - 
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Harriet  Mukoba,  40 

Kampala,  Uganda 

^  After  her  husband  died  of  AIDS,  Mukoba  supported  her  four  children, 
as  well  as  six  orphans  she  took  under  her  wing,  as  a  seamstress.  With  a  $100 
grant  from  Trickle  Up  she  replaced  two  dilapidated  sewing  machines.  After 
being  trained  by  AIDS  Widows  &  Orphans  Family  Support,  Mukoba  set  up 
shop  selling  baby  clothes.  Her  operation  has  grown  to  three  employees,  five 
sewing  machines  and  three  stores. 


Fatima  Syed  Zada,  38 

Kabul,  Afghanistan 

^  Once  the  Taliban  fell  and  women  could  work  again,  Zada  used  a  loan 
from  her  brother-in-law  to  buy  machinery  and  heel  molds  to  make  shoe 
heels.  After  a  U.S.  bomb  injured  her  husband  in  December  2001,  she  was 
forced  to  provide  for  him  and  their  five  children.  She  nets  S7  a  week. 
Applying  for  a  Mercy  Corps  business  loan,  Zada  hopes  to  buy  a  generator 
and  her  own  stall  at  the  Kabul  market. 


Jose  Arnulfo,  mid-40s 

Sonsonate,  Ei  Salvador 

V;  Arnulfo  made  baskets,  brooms  and  bassinets  from  1986  until  a  February 
2001  earthquake  destroyed  his  business.  With  the  help  of  a  series  of  loans, 
totaling  $700,  from  an  El  Salvador  affiliate  of  Accion,  Arnulfo  built  back  his 
enterprise.  Today  he  buys  his  wicker  in  bulk  and  travel's  two  hours  to  San 
Salvador  to  hawk  his  wares.  He  sells  S300  worth  a  week;  half  is  profit. 


ChaMa,48 

Mandalay,  Burma 

-<-  Reinvesting  the  profits  from  the  sale  of  two  pigs,  Ma  began  a  family 
business  making  slipper  soles  from  inner  tubes  her  sons  had  collected.  She 
first  sold  slippers  to  consumers,  then  found  a  wholesaler  to  buy  her  entire 
stock.  After  expenses  (including  paying  4  outside  workers),  her  family  of  1 1 
nets  $4  a  day.  Ma  has  used  some  of  her  profits  to  send  2  of  her  9  children  to 
school  and  to  start  construction  on  a  more  stable  house — one  that  can 
withstand  a  monsoon. 


WHAT  ARE  YOU  DOING  TO  HELP  PROTECT  YOUR  HEART? 


You  do  all  kinds  of  things  to  help  safeguard 
yourself.  And  yet,  if  you've  had  a  heart  attack  or 
stroke,  it's  important  to  ask  your  doctor  if  you're 
doing  enough  to  help  protect  your  heart.  The  Heart 
Protection  Study  by  Oxford  University,  funded  in 
part  by  Merck,  researched  ZOCOR. 

ZOCOR  is  the  first  and  only  cholesterol  medication 
proven  to  significantly  reduce  the  risk  of  heart 
attack  and  stroke  in  people  with  heart  disease. 
Regardless  of  cholesterol  level. 

Before  the  Heart  Protection  Study  was  complete, 
ZOCOR  was  a  time-tested,  cholesterol-lowering 
medication,  with  over  160  million  prescriptions 
filled  in  the  past  11  years. 

Ask  your  doctor  how  ZOCOR,  along  with  a  healthy  diet, 
can  help  protect  you.  Get  information  about  the  Heart  Protection 
Study  and  ZOCOR  at  zocor.com  or  call  1-800-MERCK-75. 
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To  find  out  if  you  qualify,  call  1-800-MERCK-75. 


Important  considerations:  ZOCOR  is  a  prescription 
medicine  and  isn't  right  for  everyone,  including 
women  who  are  nursing  or  pregnant  or  who  may 
become  pregnant,  anyone  with  liver  problems,  and 
people  who  are  allergic  to  any  ingredients  of  ZOCOR. 
Unexplained  muscle  pain  or  weakness  could  be  a 
sign  of  a  rare  but  serious  side  effect  and  should  be 
reported  to  your  doctor  right  away.  Your  doctor  may 
do  blood  tests  before  and  during  treatment  with 
ZOCOR  to  check  for  liver  problems.  To  avoid  serious 
side  effects,  discuss  with  your  doctor  medicine  or 
food  you  should  avoid  while  on  ZOCOR. 

YOUR  RESULTS  MAY  VARY. 

PLEASE  READ  THE  MORE  DETAILED  INFORMATION  ABOUT 
ZOCOR  IMMEDIATELY  FOLLOWING  THIS  AD. 


ASK  YOUR  DOCTOR  IF  ZOCOR  IS  RIGHT  FOR  YOU. 


ZOCOR.  It's  your  future.  Be  there. 


ZOCOR 

(SIMVASTATIN) 


PLEASE  READ  THIS  SUMMARY  CAREFULLY,  THEN  ASK  YOUR  DOCTOR  ABOUT  ZOCOR. 
NO  ADVERTISEMENT  CAN  PROVIDE  ALL  THE  INFORMATION  NEEDED  TO  PRESCRIBE  A 
DRUG.  THIS  ADVERTISEMENT  DOES  NOT  TAKE  THE  PLACE  OF  CAREFUL  DISCUSSIONS 
WITH  YOUR  DOCTOR.  ONLY  YOUR  DOCTOR  HAS  THE  TRAINING  TO  WEIGH  THE  RISKS 
AND  BENEFITS  OF  A  PRESCRIPTION  DRUG  FOR  YOU 


USES  OF  ZOCOR 

ZOCOR  is  a  prescription  drug  that  is  indicated  as  an  addition  lo  diet  lor  many  patients  with  high  cholesterol. 
For  patients  at  high  risk  ol  coronary  heart  disease  (CHD)  because  ot  existing  heart  disease,  diabetes,  vascular 
disease,  or  history  of  stroke,  ZOCOR  is  indicated  along  with  diet  to  reduce  the  risk  of  death  by  reducing  coro- 
nary death;  reduce  the  risk  ol  heart  attack  and  stroke;  and  reduce  the  need  tor  revascularization  procedures. 

WHEN  ZOCOR  SHOULD  NOT  BE  USED 

Some  people  should  not  take  ZOCOR.  Discuss  this  with  your  doctor. 

ZOCOR  should  not  be  used  by  patients  who  are  allergic  to  any  of  its  ingredients.  In  addition  to  the  active  ingre- 
dient simvastatin,  each  tablet  contains  the  following  inactive  ingredients:  cellulose,  lactose,  magnesium 
stearate.  iron  oxides,  talc,  titanium  dioxide,  and  starch  Butylated  hydroxyanisole  is  added  as  a  preservative. 
Patients  with  liver  problems:  ZOCOR  should  not  be  used  by  patients  with  active  liver  disease  or  repeated 
blood  test  results  indicating  possible  liver  problems.  (See  WARNINGS ) 

Women  who  are  or  may  become  pregnant:  Pregnant  women  should  not  take  ZOCOR  because  it  may 
harm  the  fetus  Women  of  childbearing  age  should  not  take  ZOCOR  unless  it  is  highly  unlikely 
that  they  will  become  pregnant.  If  a  woman  does  become  pregnant  while  on  ZOCOR,  she  should  slop 
taking  the  drug  and  talk  to  her  doctor  at  once. 
Women  who  are  breast-feeding  should  not  take  ZOCOR. 

WARNINGS 

Muscle:  Tell  your  doctor  right  away  if  you  experience  any  unexplained  muscle  pain,  tender- 
ness, or  weakness  at  any  time  during  treatment  with  ZOCOR  so  your  doctor  can  decide  if 
ZOCOR  should  be  stopped.  Some  patients  may  have  muscle  pain  or  weakness  while  taking 
ZOCOR.  Rarely,  this  can  include  muscle  breakdown  resulting  in  kidney  damage.  The  risk  of 
muscle  breakdown  is  greater  in  patients  taking  certain  other  drugs  along  with  ZOCOR: 

•  Cyclosporine,  itraconazole,  ketoconazole,  erythromycin,  clarithromycin,  HIV  protease 
inhibitors,  the  antidepressant  nefazodone,  or  large  quantities  ol  grapefruit  juice  (>1  quart 
daily),  particularly  with  higher  doses  of  ZOCOR. 

•  Gemfibiozil  particularly  with  higher  doses  of  ZOCOR. 

•  Other  lipid  lowering  drugs  (other  fibrates  or  1  g/day  of  niacin)  that  can  cause  myopathy 
when  given  alone. 

•  Amiodarone  or  verapamil  with  higher  doses  of  ZOCOR. 

The  risk  of  muscle  breakdown  is  greater  at  higher  doses  ot  simvastatin. 

Because  the  risk  of  muscle  side  eflects  is  greater  when  ZOCOR  is  used  with  the  products 

listed  above,  the  combined  use  of  these  products  should  be  avoided  unless  your  doctor 

determines  the  benefits  are  likely  to  outweigh  the  increased  risks. 

The  dose  of  ZOCOR  should  not  exceed  10  mg  daily  in  patients  receiving  gemfibrozil.  The 

combined  use  of  ZOCOR  and  gemfibrozil  should  be  avoided,  unless  your  doctor  determines 

that  the  benefits  outweigh  the  increased  risks  of  muscle  problems.  Caution  should  be  used 

when  using  ZOCOR  with  other  fibrates  or  niacin  because  these  can  cause  muscle  problems 

when  taken  alone. 

No  more  than  10  mg/day  of  ZOCOR  should  be  taken  with  cyclosporine. 

The  combined  use  of  verapamil  or  amiodarone  with  doses  above  ZOCOR  20  mg  should  be 

avoided  unless  your  doctor  determines  the  benefits  outweigh  the  increased  risk  of  muscle 

breakdown. 

Your  doctor  should  also  carefully  monitor  for  any  muscle  pain,  tenderness,  or  weakness, 
particularly  during  the  initial  months  of  therapy  and  if  the  dose  of  either  drug  is  increased. 
Your  doctor  also  may  monitor  the  level  of  certain  muscle  enzymes  in  your  body,  but  there  is 
no  assurance  that  such  monitoring  will  prevent  the  occurrence  of  severe  muscle  disease. 
The  risk  of  muscle  breakdown  is  greater  in  patients  with  kidney  problems  or  diabetes. 
If  you  have  conditions  that  can  increase  your  risk  of  muscle  breakdown,  which  in  turn  can 
cause  kidney  damage,  your  doctor  should  temporarily  withhold  or  stop  ZOCOR.  Also,  since 
there  are  no  known  adverse  consequences  of  briefly  stopping  therapy  with  ZOCOR,  treatment 
should  be  stopped  a  few  days  before  elective  major  surgery  and  when  any  major  acute 
medical  or  surgical  condition  occurs.  Discuss  this  with  your  doctor,  who  can  explain  these 
conditions  to  you. 

Liver:  About  1%  of  patients  who  took  ZOCOR  in  clinical  trials  developed  elevated  levels  of 
some  liver  enzymes.  Patients  who  had  these  increases  usually  had  no  symptoms.  Elevated  liver  enzymes 
usually  returned  to  normal  levels  when  therapy  with  ZOCOR  was  stopped 

In  the  ZOCOR  Survival  Study,  the  number  ol  patients  with  more  than  1  liver  enzyme  level  elevation  to  greater 
than  3  times  the  normal  upper  limit  was  no  different  between  the  ZOCOR  and  placebo  groups.  Only  8  patients 
on  ZOCOR  and  5  on  placebo  discontinued  therapy  due  to  elevated  liver  enzyme  levels  Patients  were  started 
on  20  mg  ol  ZOCOR,  and  one  third  had  their  dose  raised  to  40  mg. 

Your  doctor  should  perform  routine  blood  tests  to  check  these  enzymes  before  you  start  treat- 
ment with  ZOCOR  and  thereafter  when  clinically  indicated.  Patients  titrated  to  the  80-mg  dose 
should  receive  an  additional  test  at  3  months  and  periodically  thereafter  (eg,  semiannually) 
for  the  first  year  of  treatment.  It  your  enzyme  levels  increase,  your  doctor  should  order  more  frequent 
tests.  If  your  liver  enzyme  levels  remain  unusually  high,  your  doctor  should  discontinue  your  medication. 
Tell  your  doctor  about  any  liver  disease  you  may  have  had  in  the  past  and  about  how  much  alcohol  you 
consume.  ZOCOR  should  be  used  with  caution  in  patients  who  consume  large  amounts  ol  alcohol. 

PRECAUTIONS 

Drug  Interactions:  Because  ol  possible  serious  drug  interactions,  it  is  important  to  tell  your  doctor  what 
other  drugs  you  are  taking,  including  those  obtained  without  a  prescription.  You  should  also  tell  other  doctors 


who  are  prescribing  a  new  medicine  for  you  that  you  are  taking  ZOCOR*  (simvastatin)  ZOCOR  can  interact  with 

the  following: 

•  Itraconazole 

•  Ketoconazole 

•  Erythromycin 

•  Clarithromycin 

•  HIV  protease  inhibitors 

•  Nefazodone 

•  Cyclosporine 

•  Large  quantities  of  grapefruit  juice  (>1  quart  daily) 

The  risk  of  myopathy  is  also  increased  by  gemfibrozil  and  to  a  lesser  extent  other  librates  and  niacin  (nicotinic 
acid) (>1  g/day) 

The  risk  ol  muscle  breakdown  is  increased  with  other  drugs: 

•  Amiodarone 

•  Verapamil 

Some  patients  taking  lipid-lowering  agents  similar  to  ZOCOR  and  coumarin  anticoagulants  (a  type  ol  blood 
thinner)  have  experienced  bleeding  and/or  increased  blood  clotting  time  Patients  taking  these  medicines 
should  have  Iheir  blood  tested  before  starting  therapy  with  ZOCOR  and  should  continue  to  be  monitored. 

Central  Nervous  System  Toxicity;  Cancer,  Mutations,  Impairment  of  Fertility:  Like  most  prescrip- 
tion drugs,  ZOCOR  was  required  to  be  tested  on  animals  before  it  was  marketed  for  human  use  Often  these 
tests  were  designed  lo  achieve  higher  drug  concentrations  than  humans  achieve  at  recommended  dosing  In 
some  tests,  the  animals  had  damage  to  the  nerves  in  the  cential  nervous  system.  In  studies  ol  mice  with  high 
doses  of  ZOCOR,  the  likelihood  of  certain  types  of  cancerous  tumors  increased  No  evidence  ol  mutations  of 
or  damage  to  genetic  material  has  been  seen  In  1  study  with  ZOCOR,  there  was  decreased  fertility  in  male  rats 

Pregnancy:  Pregnant  women  should  not  take  ZOCOR  because  it  may  harm  the  fetus. 

Salely  in  pregnancy  has  not  been  established  In  studies  with  lipid-lowering  agents  similar  to  ZOCOR,  there 
have  been  rare  reports  of  birth  defects  of  the  skeleton  and  digestive  system  Therefore,  women  of  childbearing 
age  should  not  take  ZOCOR  unless  it  is  highly  unlikely  they  will  become  pregnant  If  a  woman  does  become 
pregnant  while  taking  ZOCOR,  she  should  stop  taking  the  drug  and  talk  to  her  doctor  at  once  The  active 
ingredient  of  ZOCOR  did  not  cause  birth  delects  in  rats  at  3  times  the  human  dose  or  in  rabbits  at  3  times  the 
human  dose. 

Nursing  Mothers:  Drugs  taken  by  nursing  mothers  may  be  present  in  their  breast  milk.  Because  of  the 
potential  for  serious  adverse  reactions  in  nursing  infants,  a  woman  taking  ZOCOR  should  not  breast-feed  (See 
WHEN  ZOCOR  SHOULD  NOT  BE  USED.) 

Pediatric  Use:  ZOCOR  is  not  recommended  for  children  or  patients  under  10  years  of  age. 

Geriatric  Use:  Higher  blood  levels  ol  active  drug  were  seen  in  elderly  patients  (70-78  years  of  age)  com- 
pared with  younger  patients  (18-30  years  of  age)  in  1  study.  In  other  studies,  the  cholesterol-lowering  effects 
of  ZOCOR  were  at  least  as  great  in  elderly  patients  as  in  younger  patients,  and  there  were  no  overall  differ- 
ences in  safety  between  elderly  and  younger  patients  over  the  20-80  mg/day  dosage  range  Of  the  7  cases 
ol  myopathy/rhabdomyolysis  among  10,269  patients  on  ZOCOR  in  another  study,  4  were  aged  65  or  more 
(at  baseline),  1  of  whom  was  over  75. 

SIDE  EFFECTS 

Most  patients  tolerate  treatment  with  ZOCOR  well;  however,  like  all  prescription  drugs,  ZOCOR  can  cause  side 
effects,  and  some  of  them  can  be  serious.  Side  eflects  that  do  occur  are  usually  mild  and  short-lived  Only 
your  doctor  can  weigh  Ihe  risks  versus  the  benefits  of  any  prescription  drug  In  clinical  studies  with  ZOCOR, 
less  than  1.5%  of  patients  dropped  out  of  the  studies  because  of  side  effects  In  2  large.  5-year  studies, 
patients  taking  ZOCOR  experienced  similar  side  eflects  to  those  patients  taking  placebo  (sugar  pills)  Some  of 
the  side  effects  that  have  been  reported  with  ZOCOR  or  related  drugs  are  listed  below  This  list  is  not  complete. 
Be  sure  lo  ask  your  doctor  about  side  eflects  before  taking  ZOCOR  and  to  discuss  any  side  eflects  that  occur. 

Digestive  System:  Constipation,  diarrhea,  upset  stomach,  gas,  heartburn,  stomach  pain/cramps,  anorexia, 
loss  of  appetite,  nausea,  inflammation  of  the  pancreas,  hepatitis,  jaundice,  fatty  changes  in  the  liver,  and. 
rarely,  severe  liver  damage  and  failure,  cirrhosis,  and  liver  cancer 

Muscle,  Skeletal:  Muscle  cramps,  aches,  pain,  and  weakness;  joint  pain,  muscle  breakdown 

Nervous  System:  Dizziness,  headache,  insomnia,  tingling,  memory  loss,  damage  to  nerves  causing  weak- 
ness and/or  loss  of  sensation  and/or  abnormal  sensations,  anxiety,  depression,  tremor,  loss  of  balance, 
psychic  disturbances. 

Skin:  Rash,  itching,  hair  loss,  dryness,  nodules,  discoloration 

Eye/Senses:  Blurred  vision,  altered  taste  sensation,  progression  of  cataracts,  eye  muscle  weakness. 

Hypersensitivity  (Allergic)  Reactions:  On  rare  occasions,  a  wide  variety  of  symptoms  have  been 
reported  to  occur  either  alone  or  together  in  groups  (referred  to  as  a  syndrome)  that  appeared  to  be  based  on 
allergic-type  reactions,  which  may  rarely  be  fatal  These  have  included  1  or  more  of  the  following  a  severe 
generalized  reaction  that  may  include  shortness  of  breath,  wheezing,  digestive  symptoms,  and  low  blood  pres- 
sure and  even  shock,  an  allergic  reaction  with  swelling  of  the  tace,  lips,  tongue,  and/or  throat  with  difficulty 
swallowing  or  breathing,  symptoms  mimicking  lupus  (a  disorder  in  which  a  person's  immune  system  may 
attack  parts  ol  his  or  her  own  body),  severe  muscle  and  blood  vessel  inflammation,  sometimes  including  rash, 
bruises;  various  disorders  ol  blood  cells  (that  could  result  in  anemia,  infection,  or  blood  clotting  problems) 
or  abnormal  blood  tests;  inflamed  or  painful  joints;  hives,  fatigue  and  weakness;  sensitivity  to  sunlight;  lever, 
chills;  flushing,  difficulty  breathing;  and  severe  skin  disorders  that  vary  from  rash  to  a  serious  burn-like 
shedding  of  skin  all  over  the  body,  including  mucous  membranes  such  as  the  lining  of  the  mouth 

Other:  Loss  of  sexual  desire,  breast  enlargement,  impotence. 

Laboratory  Tests:  Liver  lunction  test  abnormalities  including  elevated  alkaline  phosphatase  and  bilirubin; 
thyroid  function  abnormalities. 

NOTE:  This  summary  provides  important  information  about  ZOCOR.  If  you  would  like  more 
information,  ask  your  doctor  or  pharmacist  to  let  you  read  the  prescribing  information  and 
then  discuss  it  with  them. 
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F  HUGH  GRANT  WEREN'  T  A  PRAGMATIST,  HE  WOULD 
never  last.  The  third  chief  executive  of  Monsanto 
since  2000,  Grant  has  ducked  the  confrontations  with 
an  angry  public  that  plagued  his  predecessors  and 
helped  send  the  St.  Louis-based  agricultural  products 
giant  into  a  deep  funk.  At  the  same  time  he  must  qui- 
etly promote  the  most  promising  side  of  the  busi- 
ness— the  one  that  started  the  ruckus:  a  killer  lineup 
of  genetically  modified  (GM)  seeds  that  increase 
yields,  help  crops  fight  off  bugs  and  weeds,  and  lower 
the  need  for  tilling  and/or  irrigation. 
Seeds  and  genomics,  as  the  division  is  called,  still  represent 
Monsanto's  great  hope.  It  turned  profitable  in  2003,  earning 
$421  million  (before  interest,  taxes,  depreciation  and  amortiza- 
tion) on  sales  of  $1.9  billion,  mostly  in  the  U.S.  Gross  margins 
run  59%,  compared  with  40%  for  the  company's  trademark 
product,  Roundup,  which  went  off  patent  four  years  ago  but  still 
pulled  in  sales  of  $1.8  billion  last  year. 

Raking  in  profits  in  the  U.S.  is  easy.  Elsewhere  it  takes  diplo- 
macy and  creativity.  Public  policy  in  much  of  the  world,  especially 
Europe,  India  and  Brazil,  regards  GM  as  the  work  of  the  devil.  Yet 
farmers  in  those  places  love  GM  because  it  raises  their  yields  and 
lowers  their  costs.  So  some  have  gotten  in  the  habit  of  just  stealing 
the  technology.  They  grow  unauthorized  copies  of  the  high-tech 
seeds  or  simply  swipe  them.  Monsanto's  response  is  to  win  legal- 
ization of  its  biotech  and  then  find  imaginative  ways  to  collect, 
for  example  by  enlisting  grain  elevator  operators  as  enforcers. 

GM's  acceptance  worldwide  is  still  a  chapter  waiting  to  be 
written.  At  least  the  noisy  protests  over  in  Europe — the  picketing 
of  stores,  charges  of  bioterrorism  and  colonialism,  and  the  result- 
ing ban  against  altered  foods — have  abated.  So,  too,  has  the  save- 
the-world  mission  of  Robert  B.  Shapiro,  Monsanto's  former  chief, 
who  once  proclaimed,  "Biology  is  the  best  tool  we  have,"  and 
ended  up  driving  his  company  into  the  arms  of  Pharmacia  (now 
owned  by  Pfizer)  and  himself  out  of  a  job.  Monsanto,  which 
achieved  its  independence  again  in  2002,  has  turned  inward.  "We 
decided  that,  near  term,  our  biggest  block  should  be  the  Ameri- 
cas, where  the  majority  of  the  crops  are  grown,"  says  Grant,  46. 
"I'd  love  to  see  our  seeds  being  planted  in  Europe,  but  that  won't 


So  many  genetically  modified 
seeds,  so  much  resistance— or 
thievery— outside  the  U.S.:  The 
potential  market  around  the 
globe  for  GM  cotton,  soybeans 
and  corn  is  vast.  But  how  to 
blanket  the  world  and  still 
collect  decent  royalties? 


be  happening  for  a  long,  long  time." 

At  least,  not  officially.  These  days  ambitions  of  propagating  its 
seed  abroad  now  consist  mainly  in  trying  to  control  a  thriving 
black  market  outside  the  U.S.  Farmers  in  Brazil,  India  and  a  host 
of  other  developing  nations  have  been  scooping  up  Monsanto 
seed  for  years,  despite  prohibitions  on  planting  in  those  countries. 
Crops  from  those  seeds  then  show  up  in  Europe  or  Asia,  where 
they're  sold  mostly  to  farmers  as  feed.  (The  European  Union's 
schizophrenic  policy  allows  Roundup  Ready  soybeans  to  be  im- 
ported, but  bans  growing  crops  with  them.)  Some  GM  products 
make  it  in  the  back  door.  Soybeans  from  the  U.S.,  Brazil  and  Ar- 
gentina, for  example,  find  their  way  to  China  as  feed  for  livestock 
and  for  human  consumption;  China,  in  turn,  exports  $100  million 
in  sheep  and  hog  intestines  to  the  EU,  where  they  are  used  in 
sausage  casings.  The  dirty  little  secret  is  that  the  majority  of  the 
meat  and  dairy  products  in  Europe,  where  the  outcry  against  GM 
crops  is  greatest,  are  derived  from  animals  fed  genetically  modified 
grains.  Maybe  the  opponents  will  relent  someday.  In  March  the 
U.K.  approved  the  planting  of  one  GM  corn  trait  owned  by  Bayer 
to  be  used  as  animal  feed. 

Controlling  piracy  has  been  a  nightmare  for  Monsanto.  "The 
challenge,"  says  Grant,  "is  how  do  you  harness  those  users  and  get 
them  to  pay  for  stolen  technology?"  Worst  problem:  Roundup 
Ready  soybeans,  genetically  altered  to  resist  Monsanto  brand 
weed  killer.  In  Argentina,  second  only  to  the  U.S.  in  acreage 
planted  with  GM  crops,  the  company  was  losing  millions  of  dol- 
lars a  year  in  potential  revenue  because  farmers  were  harvesting 
seeds  from  the  offspring  and  replanting.  Monsanto  stopped  sell- 
ing its  GM  soybean  seeds  last  year.  Worse,  increasing  numbers  of 
those  seeds  were  showing  up  in  neighboring  Brazil. 

No  small  problem.  About  20%  of  last  year's  Brazilian  crop 
was  pirated,  says  the  government  there.  That's  a  big  number: 
Brazil  is  now  the  world's  second-largest  producer  of  soybeans, 
with  an  estimated  crop  this  year  of  50  million  metric  tons  or  so; 
it  could  well  surpass  the  U.S.  by  2006.  The  largest  area  of  concern 
was  once  in  the  Rio  Grande  do  Sul  region,  a  temperate  area  in 
southern  Brazil  bounded  by  Uruguay  and  Argentina,  where  up  to 
80%  of  all  plantings  come  from  Roundup  Ready  seeds,  which 
trick  the  soybean  plant  into  producing  excessive  quantities  of  a 


20%  of  last  year's  crop  in  Brazil — the  world's  second-largest 
producer  or  soybeans — came  from  stolen  seeds.  ^^^J 
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The  real  shock  will  come  when — and  if — Monsanto  works 
up  the  nerve  to  push  its  products  into  Europe  again. 


single  protein  so  it  isn't  harmed  by  Roundup  herbicides. 

Monsanto  received  approval  to  sell  seeds  in  Brazil  back  in  1 998. 
But  environmental  groups,  claiming  harmful  (if  unproved)  ef- 
fects, brought  a  suit  that  halted  sales  pending  a  series  of  legal  chal- 
lenges. The  government  gave  conditional  approval  to  planting  GM 
soybeans  last  year — but  not  because  of  anything  Monsanto  did. 
China,  the  world's  largest  importer  of  soybeans,  got  the  ball  rolling 
when  it  asked  the  Brazilian  government  to  certify  that  its  soybeans 
were  GM  free.  Naturally,  it  couldn't;  Brazil  could  only  offer  Mon- 
santo's  claim  that  its  GM  soybeans  posed  no  known  health  risk,  a 
requirement  for  Chinese  imports.  As  a  result  the  Brazilian  gov- 
ernment granted  farmers  conditional  approval  for  planting  GM 
soybeans.  GM  seeds  are  still  prohibited  for  other  crops. 

At  that  point  Monsanto,  and  its  practical  chief,  stepped  in.  He 
cut  a  deal  with  Brazil's  grain  elevator  operators — Cargill  and  Archer 
Daniels  Midland  among  them:  They  agreed  to  test  the  soybeans 
to  see  if  they're  Roundup  Ready;  if  so,  they  collect  a  royalty  from 
farmers  of  $7  per  metric  ton,  splitting  the  fees  50-50  with  Mon- 
santo. Next  year,  say  analysts,  the  company's  take  could  be  $4.40  a 
metric  ton,  generating  $50  million  in  revenue  and  aftertax  profit  of 
$18.5  million.  Given  Brazil's  explosive  growth  in  acreage,  that  could 
amount  to  18%  of  Monsanto's  earnings  by  2008,  estimates  Kevin 
W.  McCarthy,  an  analyst  with  Banc  of  America  Securities.  Since 
the  Brazilian  deal,  Argentina,  the  world's  number  three  soybean 
producer,  has  said  it  may  impose  a  tax  on  soybeans  to  compensate 
GM  seed  companies. 

Monsanto's  other  headache  is  clear 
across  the  globe  in  India,  where  black-mar- 
ket copies  of  its  BT  cotton  seeds  were  sold 
to  farmers  as  non-GM  products  as  far  back 
as  2001.  BT  (for  Bacillus  thuringiensis,  a  soil 
bacterium)  proved  effective  in  zapping  the 
bollworm,  a  major  pest  in  India,  where 
farmers  often  lose  half  their  crop — 23  mil- 
lion acres  of  cotton — to  insects.  In  1999 
Monsanto  formed  a  50-50  joint  venture 
with  Maharashtra  Hybrid  Seed  called 
Mayhco  Monsanto  Biotech  India  to  market 
BT  and  seek  government  approval.  Mean- 
while bootlegged  cotton  was  being  grown 
on  farms  in  the  western  state  of  Gujarat. 
Mayhco  alerted  the  government,  which  tried 
to  confiscate  the  crops.  "The  government 
wanted  to  burn  the  illegal  cotton,"  says  C.  S. 
Prakash,  professor  of  plant  molecular  ge- 
netics at  Tuskegee  University  in  Alabama. 
"Farmers  said,  'Over  our  dead  bodies.'" 


By  the  Numbers 


Room  for  Growth 

The  market  for  genetically  modified 
crops  of  all  kinds  is  potentially  vast. 

840  million  People  world- 
wide suffer  from  malnutrition. 

$4.8  billion  Worth  of 

genetically  modified  crops  were 
produced  globally  last  year. 

98%  Of  all  corn  farmers  are  in 
the  developing  world. 


CJm  Countries  plant  GM  crops. 

Sources:  International  Service  for  the  Acquisition  of 
Agri-Biotech  Applications;  Bioscience  Securities;  Forbes. 


The  controversy  spurred  the  government  to  act,  legalizing 
three  strains  of  GM  cotton  in  March  2002,  resolving  Monsanto's 
piracy  problems.  In  the  last  year  or  so,  Indian  farmers  have 
planted  250,000  acres  with  Mayhco  Monsanto  seeds.  For  that 
privilege  they  pay  a  price  premium,  though  it  is  a  pittance  so 
far — some  $6.5  million,  estimates  Bioscience  Securities.  Piracy 
persists  in  neighboring  Pakistan,  says  Prakash. 

Some  farmers  in  northern  India  complain  that  the  fibers  of  GM 
cotton  are  much  shorter  than  those  of  the  naturally  grown  crop. 
The  seeds  were  not  designed  for  that  climate,  and  Monsanto  says 
it  is  working  to  insert  its  BT  gene  in  hybrids  tolerant  of  colder  tem- 
peratures with  shorter  growing  seasons.  State  government  reports 
from  Andhra  Pradesh  in  2002  complained  of  low  yields,  but  ne- 
glected to  mention  drought  and  inefficient  methods  of  cultiva- 
tion. Nevertheless,  up  to  25%  of  India's  cotton  crop  could  contain 
BT  seeds  by  2005,  says  the  International  Service  for  the  Acquisition 
of  Agri-Biotech  Applications,  a  charity  backed  by  the  Rockefeller 
and  Hitachi  foundations  devoted  to  helping  small  farmers. 

In  theory,  the  world  should  be  Monsanto's  oyster.  Today  sales 
of  seeds  and  genomics  outside  the  Americas  account  for  a  mere 
1 8%  of  total  revenues.  But  the  long  potential  is  huge.  Since  1 996, 
when  GM  crops  first  appeared,  worldwide  cultivation  of  them  has 
grown  from  zip  to  167  million  acres,  reports  the  ISAAA.  U.S.  farm- 
ers plant  63%  of  the  world's  GM  crops,  including  soybeans  (80% 
are  biotech),  corn  (40%)  and  cotton  (70%).  Americans  simply 
don't  share  Europe's  aversion  to  GM  foods  and  fibers. 

Change  will  happen  gradually — and 
unpredictably.  Monsanto  is  part  of 
Bioteknikcentrum,  the  Swedish  arm  of  the 
pan-European  trade  group  Agricultural 
Biotechnology.  Bioteknikcentrum  backed 
Sweden's  first  GM  microbrew,  Kenth, 
unleashed  in  January.  A  light  lager,  it  is 
made  with  modified  corn. 

Unlike  its  neighbors,  Spain  embraced 
the  ag  revolution  early.  Last  year  its  farmers 
grew  80,000  acres  of  BT  corn,  up  31%  from 
2002,  most  of  it  non-Monsanto  seed.  Don't 
be  surprised  to  see  some  corn  seed  migrate 
to  countries  like  France  or  even  Germany, 
which  have  branded  them  as  poisons.  The 
real  shock  will  come  when — and  if — Mon- 
santo works  up  the  nerve  to  push  its  prod- 
ucts into  those  markets  again.  F 


Additional  reporting  by  Michael  Freedman 
and  Evan  Hessel. 
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Survival  of  the 


"THINGS  MUST  CHANGE  IF  TffE  {  ARE  TO  REMAIN  THE  SAME." 
That  famous  line  from  Giuseppe  di  Lampedusa's  novel  The 
La  pi  rd  sprang  o  mind  as  my  eye  ran  down  the  Forbes  2000. 

Ji  st  a  few  yea  s ;  igo  people  talked  as  if  the  world  of  the  21st  cen- 
tury would  bear  lit  le  relation  to  the  world  of  a  century  ago.  The 
inf  )ri nation  revolution  was  transforming  all  the  economic  rules. 
Hi:  to  -y  was  bun  c. '  Today's  startups  would  be  tomorrow's  titans. 

Yet  the  Forbes  2000  list  tells  a  very  different  story.  It  turns 
ou  that — at  lea  it  where  big  business  is  concerned — the  world 
ecc  n(  imy  of  200 1  i ;  not  very  different  from  the  world  economy 
of  19)4.  A  remark  ably  high  proportion  of  the  world's  biggest 
bu:  in  esses  toda)  were  in  existence  a  century  ago.  Moreover,  the 
mc  st  concentra  ec  sectors  of  the  world  economy  today  were 
arrong  the  most  concentrated  a  century  ago.  And  that  is 
because,  contrary  fro  the  New  Economy  talk  of  the  late  1990s, 
this  age  of  globalization  is  not  so  different  from  the  last  age  of 
globalization,  the  one  that  began  with  the  transatlantic  cable 
and  ended  with  World  War  I.  In  short,  if  J.  Pierpont  Morgan 
were  alive  today  and  got  his  hands  on  a  copy  of  this  magazine, 
he  would  scarcely  raise  an  eyebrow. 

Consider  the  top  ten  companies  on  the  gatefold.  Only  one 
can  be  said  to  have  originated  in  recent  times:  Wal-Mart, 
founded  in  1962  (which  still  makes  it  older  than  I).  Sure,  Citi- 
group was  established  by  a  merger  just  six  years  ago.  But  the 
City  Bank  of  New  York,  from  which  this 
giant  is  directly  descended,  was  set  up 
in  1812.  Not  much  younger  is  its 
rival  HSBC,  founded  as  Hongkong 
&  Shanghai  Banking  Corp.  in  ^ 
1865.  The  baby  among  the  M 
world's  megabanks  is  Bank  of 
America.  But  its  founders 
were  already  running  their 
Bank  of  Italy  in  San  Francisco 
in  the  early  1900s. 

General  Electric,  ranked 
number  two  today,  can  trace 
its  origins  to  1 892.  As  early  as 
1917  it  was  already  one  of  the 
biggest  businesses  in  the  U.S. 
Less  well  known  is  the  fact  that 
the  ancestor  company  of  today's 
American  International  Insurance 
Group  was  founded,  as  American 
Asiatic  Underwriters,  just  a  little 
after  World  War  I. 

Morgan  might  be  a  little  disap- 


Biggest 

Despite  some  spectacular 
collapses  of  giants  like  Enron, 
the  fact  remains  that  size 
confers  a  certain  Darwinian 
advantage  in  business. 
By  Niall  Ferguson 

pointed  to  find  the  company  that  bears  his  name  relegated  to 
number  15  in  the  FORBES  rankings.  But  he  would  crack  a  win- 
try smile  when  he  realized  that  the  fourth  and  fifth  places  are 
taken  by  two  of  the  big  oil  companies  of  his  day:  ExxonMobil, 
the  heir  of  Standard  Oil,  and  BP,  the  offspring  of  the  Anglo- 
Persian  Oil  Co.  Apart  from  Wal-Mart,  the  only  names  you 
would  really  have  to  explain  to  him  would  be  Toyota  (founded 
in  1937)  and  Fannie  Mae  (1938). 

Of  course,  Morgan  would  be  amazed  to  find  that  railroads 
and  steel  companies — his  biggest  clients — no  longer  figure  in 
the  top  100.  His  British  counterpart  Lord  Rothschild  would 
look  in  vain  for  the  big  British  textile  companies.  Yet  these  two 
differences  are  less  striking  to  my  mind  than  the  similarities. 

A  century  ago  it  was  already  clear  that  the  U.S.  had  the 
world's  biggest  economy  and  that  American  firms  were  pio- 
neers of  corporate  organization.  Plus  ca  change:  Of  the  world's 
top  50  companies  today  28  are  American.  But  note  that  "old" 
Europe  is  not  far  behind,  with  16  out  of  50.  Much  has  been 
written  about  Asian  miracles,  but  only  4  of  the  world's  50 
biggest  companies  today  are  Asian. 

A  century  ago  progressives  worried  about  business 
giants  and  urged  politicians  to  bust  the  big  trusts.  They 
certainly  tried.  But  big  business  is  alive  and  well  a 
century  later.  The  sales  of  the  100  biggest  firms  in  Amer- 
ica currently  add  up  to  $4  trillion,  or  about  20%  of  the 
$19  trillion  total  for  the  list  of  2000. 

Despite  all  the  upheavals  and  dislocations  caused 
by  two  world  wars  and  a  Great  Depression,  globaliza- 
tion today  is  not  terribly  different  from  globalization  a 
century  ago.  lust  as  was  true  in  the  days  of  J.P.  Morgan, 
the  biggest  players,  in  the  world  economy  are  the 
providers  of  financial  services  and  energy,  partly  because 
credit  and  power  are  the  indispensable  factors  for  any 
kind  of  economic  activity  and  pardy  because  economies  of 
scale  are  so  compelling  in  those  sectors.  Big  business  isn't  just 
big.  It  turns  out  to  have  longevity  going  for  it,  too.  F 


Niall  Ferguson  is  Herzog  Professor  of  Financial  History  at  New  York 
University's  Stern  School  of  Business;  Senior  Fellow  of  the  Hoover 
Institution.  Stanford;  and  author  of  Colossus:  The  Price  of  America's  Empire. 
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Forbes 


THE  WORLD'S  LEADING  COMPANIES 


>rbes2000 


THESE  50  U.S.  AND  FOREIGN 
FIRMS,  WITH  THE  BIGGEST 
SALES,  COLLECTIVELY 
HAULED  IN  $4.8  TRILLION. 


WORLD'S  50 
MOST  PROFITABLE 
COMPANIES  EARNED 
$342  BILLION,  WHICH 
IS  EQUAL  TO  45%  OF 
THE  $760  BILLION 
EARNED  BY  THE 
FORBES  2000. 


mm 


THE  WORLD'S  50  BIGGEST 
ASSET  HOLDERS,  MOSTLY 
FINANCIAL  OUTFITS, 
COLLECTIVELY  HAVE 
$29  TRILLION  ON  THEIR 
BALANCE  SHEETS. 


U.S.  AND  U.K.  NAMES 
DOMINATE  THIS  LIST  OF 
THE  WORLD'S  50  MOST 
VALUABLE  COMPANIES. 
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259  CARNIVAL 

Tonight  175,000  travelers  will  bunk  down 
in  a  Carnival  cabin. 
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IsdllllVdl 

5  Q95 

J,  JC  J 

i  iRn 

99  9Q7 

CO,  Ool 

37.9581 

PA 

!15 

uroupe  uanunc 

1  R  51  R 

1,UDD 

1  R  971 
10, c/ 1 

99  97/f 
Co,  0/4 

33  260 

DdUK  UT  ireidfiu 

5  4R4 

J.4U4 

qi  n 

31U 

Q74R1 

O/.401 

14,015 

IR 

!16 

Firot  Plot's 
r  irST  Udld 

R  191 
O.Ocl 

1  9Rn 

9R  9Q1 

9Q  fltifl 

L3,U30 

B3  261 

wullngld  rUUUo 

1Q  R1Q 

13,003 

R4n 

14  599 

1*1,300 

14,045 

US 

'17 

uwesi  uoiuinunicciTiuns 

1 4  5nci 

A  44R 
4,440 

If!  4R9 
JU,40c 

R  AK9 

IB!  262 

jveyuor  u 

5  7in 

Qm 

R4  4R7 

13,182 

US 

18 

IVIcTrO  HU 

54  1  94 
04,lc4 

4RR 
4DD 

99  Q4fl 

1  A  977 
14,07  / 

E3  263 
3  264 
I  265 

Mnnto  Hoi  Docf^hi 

munie  uei  rdatni 

fl  091 

R11 

Oil 

194  4R4 

10,106 

IT 

19 

Douygues  uruup 

91 1RQ 

7nn 
/uu 

95  1  91 

1  9  T5D 
1c,0jU 

Qrhli  imhorcfpr 

oct  iiuiiiuer  gci 

1 1  ftfll 

10,030 

000 

1Q  Q9R 

1 3, 30U 

37,486 

NE 

.20 

Emerson  Electric 

1 4  119 
14, 00c 

1  1 1  c 

i,iiu 

1  5  707 
10,/  VI 

9R  R7Q 

ucciuetudi  "eiruieuiii 

R  Q41 

0,341 

1  ^Ti 
1,  J0U 

17  7nR 
l/,/U0 

17,215 

US 

!21 

A li ioH  1  rich  Ronkc 
MlllcU  lllbll  DdllKo 

R  70.5 

i  nQR 

1,U30 

RQ  Q45 

03,343 

l  J,U00 

|  266 

Jtn-VnL  a  Hn 
I1U  lUKaUU 

L  O.O  1  J 

384 

20,966 

14,464 

JA 

!22 

rTinctpdl  rllldncidl 

Q  91Q 

7Q9 

mi  77n 

1U0,/  /  u 

1 1  RQ9 
J  1,030 

!3  267 

Islglld 

1R  RRR 

10,000 

qn  173 

3U.1  /  0 

7,453 

US 

!23 

ovensKa  nanaeibudnKeri 

7171 

1,01 1 

R9Q 
003 

1471 57 
14/,13/ 

1 9  RR9 
10,00c 

E3  268 

OLD  OHdIIU  LiloKIIUd 

7419 

U10 

142.767 

10,208 

sw 

!24 

uostco  wnoiesaie 

41  PAR 
4  0,000 

79R 
/  00 

14  19R 
.1 4 ,  o  L  a 

17  99R 
i  I. ceo 

31  269 

CD}  Pfniin 

Q  RR5 

3,003 

R77 
0/  / 

L  3,1  J  J 

11,890 

US 

!25 

1 1 1  QR9 
111,30c 

9R4 
c04 

54  RRfl 
34.0OU 

1 9  inn 

ICfOUU 

E3  270 

RiirlinCtnn  Canta  Pp 
uu!  iisigtun  odiiict  rc 

Q  ?R5. 

777 

26,939 

12,028 

us 

.26 

Takeda  Chemical  Inds 

0,00U 

9  9QQ 
c,caa 

1 7 174 
I/,0/4 

97QRn 

o  /,yuu 

|  271 

Qt  Daul  Prvc 

OT  rdui  uub 

P  474 

0,4/  4 

0/  J 

4n  9R9 
4U,000 

9,861 

us 

!27 

unucD 

1  n  QAQ 

7Q9 
(00 

ip  noi 
oo.uyi 

1  9  9R7 

10X0/ 

|  272 

Alcan 

14  5Q1 

14,331 

91  n 

OIL) 

91  94Q 

01,c43 

16,774 

CA 

!28 

Veolia  Environnement 

15  Q75 

030 

AA  I™I4 1 
44,U41 

1 9  non 

E3  273 

Oil  SL  Natural  f^ac 
\JII  oc  ndluidl  Odd 

7nnR 

/  ,uuo 

9  9n4 

1  R  751 
13,/  Jl 

23,255 

IN 

.29 

Bear  Stearns  Cos 

R  QflP 

1  DTO 

90Q  RQ1 

cuy.oy  j 

1  9  1  R4 

9  274 

1  liUiIloUIl  ourp 

fl  1 1R 

0,100 

oU0 

1R  RRn 

21,066 

CA 

!30 

Banca  Intesa 

1  q  9nn 
ly.cuu 

91  n 
ciu 

9Q1  RQR 

cyi.oyo 

9R  9RR 

2  275 
3  276 

Posco 

1 9  mi 

Ic.lUl 

Q1R 

310 

1R09R 

L0.U  00 

13,225 

KO 

!31 

reatx 

99  QP9 

R4R 
D4D 

1 R  91 4 
10, £14 

9n  IiR9 

Arrhor  DanitplG 

Ml  UIICI  UdlllClO 

Oi.,/  Ol 

too 

17,686 

10,929 

US 

!32 

Central  Japan  Railway 

1 1  511 
11,001 

41  ^ 
41D 

4R  D4R 
40.U40 

9n  RRQ 

|  277 

lUitcni  Qiimitnmn  Inc 
IVIIIoUl  OtllllllUHIU  Ills 

1 5  PR4 

13,304 

97R 

CIO 

5nn 

12,490 

JA 

!33 

Texas  Instruments 

S,o04 

1  1  Q7 
1,19/ 

1  5  51  n 
1 3,D1U 

R9  9R1 

iTI  278 

odiiuTJ  oynineiduu 

in  1  91 

1U,  ICO 

9  R1 R 
£,010 

fl  779 
0,/  /  0 

51,879 

FR 

!34 

Japan  Tobacco 

1  C  >15R 
10,43b 

R97 
DO/ 

94  47R 
c4,4/0 

14  R97 
14,00/ 

|  279 

IVlLIVcbbUIl 

RR  451 

00,430 

R1 9 
010 

1 R  Q^R 

1  J.33  J 

-  8,327 

US 

!35 

Deere  &  Co 

1  A  m  A 
14.U14 

R49 
040 

9R  95P 

LO.L  JO 

1  <i  7R4 
ID,/  04 

1  280 
IS]  281 

UV9 

9fi  5flfl 

CO, 300 

R47 

in  R49 

1U,  J40 

14,810 

US 

!36 

IV  1 

1 1  P9n 

10,ocU 

1  R/11 
1,041 

94  1 1 4 

1U,3  /  3 

Tnhnl/u  Flor'trir'  Pnu/or 
IUIIUKU  CiCLIIlL  ruwci 

1 1  4R4 

10,404 

OCH 

94  4RR 

04,H00 

8,672 

JA 

!37 

Sara  Lee 

1  R  RR4 

I0,004 

1 1D7 

1  iU  / 

14  QDR 

14,3U0 

i7nR? 

1  /,UOL 

j  282 

Fn  rtnm 

■  Ul  1  Ulll 

14 

XH.0  0U 

967 

20,833 

8,782 

Fl 

!38 

Oracle 

Q  7flR 

9  4RP 

11  777 
11./  /  / 

79  nflR 

J  283 

ndy  1 1  lt,Ul  1 

ir  inQ 

10,  l  UJ 

00  J 

99  4nfl 

CO,  1UO 

13,219 

US 

!39 

PNC  Financial  Service 

c  npc 

QRQ 

79  9R4 

1  "i  R9ci 

3  284 

VV  b  y  t-l  1  IdUUoc! 

1Q  P71 

13,0/  0 

9RR 
coo 

9R  inq 

c0,lUo 

13,949 

us 

!40 

weiirotnT  neann 

on  IRfi 
cU.ouU 

Q95 

you 

1  4  7RQ 
14,/  03 

1R  1R? 
10,10c 

3  285 

LlviichiG  Pltoptrip  Pnui^r 
rvyuoitu  dicuniu  ruvvci 

1?  09d 

R44 

34  fiQ3 

8,479 

JA 

!41 

General  Dynamics 

15,720 

882 

1  5  RRfl 
13,00U 

1R  QQ9 

10,330 

j  286 

Al/7i>  Mnh^l  f^rni in 

HRtU  llUUcI  Ul  Ulip 

IR  41 R 

i  n?n 

14  043 

11,156 

NE 

!42 

Marsh  &  McLennan 

11,110 

1,477 

14,489 

25,961 

3  287 

Johnson  Controls 

23,847 

707 

13,671 

11,136 

US 

!43 

Indian  Oil 

25,255 

1,386 

13,737 

12,934 

1  288 

SUM 

3,908 

1,404 

64,611 

18,208 

US 

!44 

Lafarge 

17,179 

479 

27,982 

14,051 

[3  289 

Devon  Energy 

5,892 

1,731 

27,162 

12,507 

US 

545 

Centrica 

23,052 1  770 

13,965 

17,213 

im  290 

Albertsons 

35,896 

631 

15,247 

8,738 

US 

See  page  212  for  country  codes.  See  page  224  for  footnotes 


FORBES     2000  -  April  12,  2004  161 


RANK 

COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 

(SMIL) 

291 

Alltel 

8,111 

1,315 

16,451 

15,837 

I 

SI 

292 

Illinois  Tool  Works 

10,036 

1,024 

11,193 

24,292 

I 

s 

293 

Ricoh 

14,707 

613 

15,107 

13,504 

1 

A 

294 

Surgutneftegas  Oil 

6,290 

1557 

16.566 

21,364 

F 

U 

295 

Aeon 

26,143 

434 

16,752 

11,310 

K. 

A 

296 

Gap 

15,618 

923 

10,185 

18,096 

1 

S 

297 

Gillette 

9,252 

1,385 

9,955 

37,484 

I 

S 

298 

Progress  Energy 

8,734 

803 

24,143 

11,193 

I 

s 

299 

Anthem 

16,771 

774 

13,439 

11,643 

I 

s 

300 

CIC  Group 

12,756 

399 

170,764 

6,642 

F 

R 

301 

Xerox 

15,701 

360 

24,591 

11,948 

I 

S 

302 

Golden  West  Financial 

3,842 

1,106 

82,550 

16,278 

L 

S 

303 

Reliance  Industries 

9,568 

843 

13,486 

18,404 

1 

N 

304 

Edison  International 

11,947 

609 

35,622 

7,112 

L 

S 

305 

Sysco 

27,538 

842 

7,306 

24,280 

■ 

I 

s 

306 

Gannett 

6,615 

1,200 

14,401 

23,956 

L 

s 

UPM-Kymmene 

12.513 

463 

18,260 

10,158 

Colgate-Palmolive 

9.903 

1.421 

7,479 

29.564 

1  Federated  Dept  Strs 

15.228 

574 

14  750 

8.922 

Anadarko  Petroleum 

5,122 

1,245 

20,546 

12.924 

Schering-Plough 

8,823 

402 

14,338 

27.052 

Compass  Group 

18.646 

306 

14.113 

14.910 

Petro-Canada 

9.420 

1,288 

11,258 

11.817 

JC  Penney 

32,340 

343 

18,604 

7,713 

Marks  &  Spencer 

12,760 

759 

10.670 

11.730 

Nippon  Oil 

26,437 

273 

28,025 

7.501 

Omnicom  Group 

8,234 

656 

12,681 

15,789 

International  Paper 

25,002 

134 

34,638 

20,852 

Old  Mutual 

14,895 

253 

78,438 

6,729 

EMC 

6,237 

496 

14,093 

33,492 

Allianz  Worldwide 

96,882 

-1,226 

851,237 

48,071 

CRH 

11,047 

655 

11,088 

11,425 

318  SINGAPORE  TELECOMMUNICATIONS 
Despite  a  high  penetration  of  cell  phones  in 
Singapore,  this  firm  still  operates  1 6,000 
pay  phones. 


307 

Baxter  International 

8,916 

898 

13,779 

18,730 

US 

352 

Kingfisher 

i  7.6  70 

*  280 

"  "15124 

T2ll06 

I 

308 

Scottish  Power 

8,289 

750 

21,893 

12,305 

UK 

353 

Kellogg 

8,812 

787 

10,231 

15,769 

309 

Mitsubishi  Heavy  Inds 

21,944 

290 

30,595 

9,824 

JA 

354 

Vodafone 

47,986 

-15,512 

256,281 

174,611 

I 

310 

EnCana 

6,368 

792 

19,925 

19,099 

CA 

3 

55 

Medco  Health  Solution 

34,265 

426 

10,263 

9,447 

I 

311 

Bridgestone 

18.926 

382 

17,071 

12,863 

JA 

356 

NIKE 

11,248 

811 

7,377 

19,029 

t 

312 

Cathay  Financial 

6,401 

378 

60,088 

14,648 

TA 

357 

Tribune 

5,555 

747 

14,272 

17,068 

I 

313 

Best  Buy 

23.087 

547 

10,083 

17,419 

US 

358 

Telenor 

7,928 

684 

13,043 

12,302 

t 

314 

Sumitomo 

78,082 

239 

40.691 

7.778 

JA 

359 

Standard  Bank  Group 

5,139 

583 

45.449 

8  099 

< 

315 

Eurohypo 

12,650 

307 

237,412 

7,154 

GE 

360 

Chunghwa  Telecom 

5,082 

1,247 

13,444 

15,885 

316 

Deutsche  Lufthansa 

17.827 

753 

19.886 

7,070 

GE 

361 

SCA-Svenska  Cellulosa 

10,142 

656 

12,579 

9,518 

c 

317 

Vinci  Group 

22,767 

502 

20,939 

7,675 

FR 

362 

Michelin  Group 

19,333 

400 

17,090 

6,923 

318 

Singapore  Telecom 

5,816 

794 

18,547 

23.852 

SI 

363 

Erste  Bank 

7,503 

268 

126,930 

8,118 

/ 

319 

Power  Corp  of  Canada 

12.097 

410 

44,360 

7,756 

CA 

364 

Deutsche  Telekom 

56,396 

-25,827 

132,012 

84,182 

( 

320 

Swisscom 

10.518 

597 

11,983 

22,629 

SZ 

DBS  Group 

3,359 

586 

86,023 

13,432 

321 

Banco  do  Brasil 

12.093 

573 

57.796 

5,774 

BR 

SAP 

8,836 

1,358 

5,624 

54,101 

( 

322 

Nortel  Networks 

10,491 

414 

13,716 

34,081 

CA 

367 

GUS 

11,289 

397 

11414 

14,168 

I 

323 

Schneider  Electric 

11,044 

545 

14,374 

15,392 

_FJL 

Fm 

Holcim 

9,421 

366 

18,618 

10,272 

c 

324 

Forenings  Sparbanken 

6.239 

426 

108,469 

10.415 

SW 

Tokyo  Gas 

9,540 

501 

13,805 

10,302 

325 

Aire  Liquide  Group 

10,553 

739 

11,512 

17.546 

FR 

3 

rjl 

Ingersoll-Rand 

9,876 

645 

10,665 

11,559 

t 

326 

BOC  Hong  Kong 

3,377 

856 

94,297 

21,223 

HK 

3 

AmerisourceBergen 

50,578 

457 

11.810 

6,353 

L 

327 

XL  Capital 

8,017 

412 

40  764 

10,611 

BU 

3 

Credit  Suisse  Group 

38.006 

-2,396 

683.437 

44,125 

c 

328 

Masco 

10,561 

909 

12.201 

12.708 

US 

3 

FirstEnergy 

12,413 

180 

33,495 

12,372 

I 

329 

Toshiba 

47,848 

157 

39,732 

13.274 

JA 

3 

France  Telecom 

57,987 

-21,782 

107,861 

64,364 

1 

330 

Aon 

9,575 

591 

26,210 

8,088 

US 

3 

Cemex 

7,189 

631 

15,879 

9.930 

\ 

331 

Cadbury  Schweppes 

8,531 

882 

12,304 

16;882 

UK 

3 

May  Dept  Stores 

13,343 

434 

12,039 

10,043 

I 

332 

Sharp 

16,947 

276 

16.654 

18.206 

JA 

3 

Firstrand 

4,693 

615 

52,812 

7,623 

c 

333 

Valero  Energy 

34.505 

579 

15.249 

6,698 

US 

3 

Accenture 

13,644 

546 

6,703 

22,042 

E 

334 

Consolidated  Edison 

9.826 

536 

20.966 

9,771 

US 

3 

Banco  Popular  Espanol 

3,316 

665 

44,011 

14,384 

c 

335 

Mellon  Finl 

4,550 

708 

33.983 

14,246 

us 

George  Weston 

17,459 

439 

10,572 

9,776 

( 

See  page  212  for  country  codes.  See  page  224  for  foofnoi 
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381 

Sberbank  of  Russia 

5,632 

974 

34,200 

5,946 

RUj 

382 

Generali  Group 

57.901 

-793 

239,214 

35.114 

IT 

383 

China  Unicom 

4.902 

552 

17.926 

15.668 

HK 

384 

JFE  Holdings 

20,531 

135 

31,498 

14,425 

JA 

385 

Christian  Dior 

15.(386 

187 

27,480 

10.920 

FR  j 

386 

Henkel  Group 

11.869 

667 

8,600 

'11,714 

0E 

387 

Lincoln  National 

4,804 

381 

100,826 

8,301 

US 

388 

Kyocera 

9.050 

367 

13,832 

13.268 

JA 

389 

Shin-Etsu  Chemical 

6,747 

618 

10.980 

16.315 

JA 

390 

Woori  Finance  Holding 

7,220 

499 

96,455 

4,934 

K0 

391 

Mitsubishi  Estate 

5,767 

305 

25.434 

14,836 

JA 

392 

Georgia-Pacific 

20,255 

226 

24,405 

7,636 

US 

393 

Centex 

10,436 

738 

15,580 

6.173 

US 

394 

Areva  Group 

8,682 

252 

30,843 

9,895 

FR 

395 

TPG 

12,250 

629 

8.290 

11,515 

NE  j 

396 

Sumitomo  Mitsui  Finl 

29,169 

-3,937 

868,424 

31,869 

JA  j 

397 

E.ON 

37,947 

-731 

115,570 

43,956 

GE 

398 

Mitsubishi  Tokyo  Finl 

20,645 

-1,366 

827,481 

49,922 

JA 

399 

West  Japan  Railway 

9,861 

352 

20,061 

7,908 

JA  1 

400 

Taiwan  Semiconductor 

4,684 

624 

10,989 

39,107 

TA 

401 

Alliance  &  Leicester 

4,080 

547 

66,423 

8,011 

UK 

402 

Aviva 

52,462 

-860 

287,577 

22,958 

UK 

403 

Mizuho  Financial 

24,405 

-20,111 

1,115,895 

30,869 

JA 

404 

Computer  Sciences 

13,857 

492 

11,107 

8.038 

US 

405 

Zurich  Financial  Svcs 

47,455 

-3,960 

263,849 

21,832 

SZ 

406 

Diageo 

11,250 

126 

26,273 

41.298 

UK 

407 

HJ  Heinz 

8,284 

660 

9,410 

12,755 

US 

408 

SouthTrust 

3,110 

705 

51,925 

11,385 

US 

409 

Telefonica 

29,844 

-5,858 

60,646 

86,387 

SP 

410 

Stora  Enso  . 

15,311 

184 

22,553 

11,019 

Fl  1 

411 

Imperial  Tobacco 

5.324 

701 

11,527 

15,419 

UK  j 

412 

Telecom  Italia 

32,992 

-812 

85,034 

46,572 

IT 

413 

Kohl's 

9,905 

623 

7,140 

16,542 

US  1 

414 

Degussa 

12,358 

356 

15,532 

7,587 

415 

Matsushita  Elec  Indstrl 

62,619 

-165 

60,458 

33,018 

JA  j 

416 

Comerica 

3,299 

661 

52,592 

10,077 

US  j 

417 

Sasol 

8,637 

1,046 

9,361 

9,334 

SA 

418 

Interbrew 

7,345 

491 

11,498 

12.896 

BE 

419 

Amerada  Hess 

14,311 

635 

13,983 

5,423 

US 

420 

Regions  Financial 

3,725 

644 

48,794 

8,227 

US 

421 

Sempra  Energy 

7,493 

577 

13,054 

7.016 

US 

422 

TDC  Group 

7,233 

642 

12,810 

8.917 

0E 

423 

Itochu 

88,505 

170 

37,197 

5,460 

JA 

424 

Norfolk  Southern 

6,468 

421 

20,596 

8,706 

US 

425 

STMicroelectronics 

7,975 

279 

11,976 

24,108 

SZ 

PPL 

5,573 

728 

17,125 

8,012 

Suez  Group 

48,414 

-906 

88,392 

22.351 

Constellation  Energy 

9,703 

476 

15,801 

6,677 

Sun  Hung  Kai  Props 

2,942 

844 

20,657 

24,020 

[Unocal 

6.395 

726 

11.798 

9,576 

HVB-HypoVereinsbank 

40,516 

-871 

705,356 

14,486 

Magna  International 

12,939 

516 

9.966 

7,651 

Qualcomm 

4,116 

938 

9.033 

46,447 

Electrolux  Group 

15,338 

587 

9,495 

6.927 

Vivendi  Universal 

32,053 

-5.104 

72,789 

29,121 

CIT  Group 

3,730 

572 

46  343 

8.063 

DTE  Energy 

7.033 

522 

19,936 

6,596 

Swiss  Re  Group 

27,532 

-66 

112,196 

23,437 

United  Overseas  Bank 

2,681 

613 

61,919 

12,768 

Chugoku  Electric  Pwr 

8,538 

373 

23,357 

6,413 

Apache 

4,199 

1,095 

12,416 

12.821 

Portugal  Telecom 

5,865 

411 

12,635 

14.245 

Eastman  Kodak 

13,317 

265 

14,759 

8,319 

UFJ  Holdings 

17.155 

-5,151 

665,673 

23,713 

M&T  Bank 

2,958 

574 

49.826 

11.349 

Northern  Rock 

4,296 

490 

66,357 

6,123 

Wolseley 

13,238 

481 

7,811 

9,079 

Paccar 

8,195 

527 

9,942 

9.617 

EDP-Elec  de  Portugal 

6,709 

352 

18.466 

8.392 

Mitsui  Fudosan 

9.157 

216 

24.361 

8,520 

Depfa  Bank 

6,849 

248 

153,201 

5,611 

Suzuki  Motor 

17,050 

262 

12,349 

8,039 

Charles  Schwab 

3,836 

245 

43,760 

17.093 

Itausa 

9,220 

434 

32,387 

4,195 

BG  Group 

4,203 

660 

10,884 

18.394 

Staples 

12,835 

443 

6.325 

12,636 

Pepsi  Bottling  Group 

10,265 

422 

11,544 

7,334 

SABMiller 

6,932 

301 

12,868 

13,368 

Accor 

8,589 

380 

11.843 

8.993 

Philips  Group 

33,424 

-3,368 

32.707 

41,581 

PTT  Public  Company 

9,270 

568 

6.826 

12,375 

ABB  Group 

20,410 

108 

29,533 

12,125 

Gas  Natural  SDG 

5,534 

847 

9,254 

11,2771 

Dai  Nippon  Printing 

11,074 

243 

11,861 

11,158 

Burlington  Resources 

4,072 

1,030 

12,577 

11,124  j 

Hartford  Finl  Service 

17,730 

-287 

211.365 

18,563 

Marriott  Intl 

9,014 

502 

8,177 

10,297 

TransCanada 

4,133 

663 

15,852 

9,858 

Inter  ActiveCorp 

6,328 

167 

21,587 

22,715 1 

Legal  &  General  Group 

36,095 

-290 

167,940 

12,216 1 

452  SUZUKI  MOTOR 

Suzuki's  motorcycles  racked  up  35  global 
racing  championship  titles  in  2003,  but  its 
cars  got  only  0.4%  of  the  U.S.  market. 
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1 


Its  Cayenne 


boosting  sales, 


its  classic  911  recently 


celebrated  its  40th  birthday. 


RANK 

COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 
(SMIL) 

Wi 

471 

Tyson  Foods 

25,252 

355 

10,419 

5,775 

US 

473 

Aitadis 

9,450 

457 

8,663 

9,481 

SP 

474 

PPG  Industries 

8,756 

500 

8,424 

10,026 

US 

475 

Shinhan  Financial 

3,971 

508 

56,199 

5,808 

K0 

476 

AmSouth  Bancorp 

2,938 

623 

44,343 

'8,825 

US 

477 

Equity  Office  Prop 

3.107 

655 

24,189 

11,349 

US 

478 

Sibneft 

4.702 

1,143 

7,548 

15,883 

RU 

479 

Limited  Brands 

8.669 

681 

7276 

9.796 

US 

480 

Solvay  Group 

9,503 

541 

9,500 

7,119 

BE 

481 

Takefuji 

3,570 

805 

16,329 

10,323 

JA 

482 

EADS 

31,409 

-314 

47.818 

18,173 

NE 

BCP-Bco  Com  Port 

4,119 

286 

64,970 

7.957 

P0 

484 

Kirin  Brewery 

9,070 

274 

14,198 

8,663 

JA 

485 

Singapore  Airlines 

5,961 

604 

10,875 

8,584 

SI 

486 

Textron 

9,859 

272 

15,090 

7,603 

US 

COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 

(SMIL)  V 

Assoc  British  Foods 

7.731 

523 

7,417 

8,796 

St  George  Bank 

2.942 

448 

42.664 

8,068 

Porsche 

6.279 

635 

7,183 

10.066 

Ameren 

4,593 

506 

14,323 

7,526 

Marshall  &  llsley 

2,752 

528 

33,749 

8,781 

Yum  Brands 

8.380 

618 

5,620 

10,387 

ABSA  Group 

4,991 

430 

34,059 

4,455 

Finmeccanica 

8.167 

209 

17,520 

7,702 

Fujitsu 

39,065 

-1.033 

33,773 

12,316 

Eaton 

3.061 

386 

8,223 

9,050 

Fortune  Brands 

5,913 

579 

7445 

10,342 

Cheung  Kong 

313 

1.138 

25,796 

22,054 

Toppan  Printing 

10.589 

246 

10,906 

7,812 

Ahold 

70.566 

-1.269 

25,505 

13,298 

Union  Fenosa 

6,125 

363 

15,712 

6,352 

Danaher 

5,294 

537 

6,890 

14,206 

PORSCHE 


Marubeni 

74,391 

256 

35,229 

3,003 

JA 

Duke  Energy 

21,577 

-1,161 

54,987 

19,413 

US 

Eletrobras 

5,463 

311 

33,937 

6,344 

BR 

Acorn 

3,702 

635 

18,437 

9,561 

JA 

Nomura  Holdings 

7,585 

86 

178,143 

31.058 

JA 

Mitsubishi  Motors 

32,868 

316 

19,862 

3,462 

JA 

Nationwide  Financial 

3,907 

392 

105,377 

5,839 

US 

Abbey  National 

15,279 

-1,929 

331,205 

15,467 

UK 

Scottish  &  Southern 

6,422 

705 

7,758 

•  10,629 

UK 

Jefferson-Pilot 

3,650 

492 

32,696 

7,552 

US 

Vale  do  Rio  Doce 

4,146 

577 

9,454 

20,963 

BR 

Husky  Energy 

5,909 

1,019 

9,091 

7,864 

CA 

Orix 

5,191 

212 

50,028 

7,890 

JA 

Commerzbank 

22,428 

-313 

437,860 

11.003 

GE 

Air  Prods  &  Chems 

6,535 

403 

9,787 

11,434 

US 

Southwest  Airlines 

5,835 

443 

9,878 

11,486 

US 

Charter  One  Finl 

2,811 

631 

42,628 

8,251 

US 

Aiful 

3.802 

507 

19,166 

8,953 

JA 

BPVN  Group 

3,541 

451 

50,484 

6,610 

IT 

Praxair 

5,613 

585 

8,305 

11,609 

US 

Campbell  Soup 

6,882 

645 

6,743 

11,366 

US 

Natl  Bank  of  Canada 

3.466 

472 

62,236 

6,018 

CA 

Carso  Global  Telecom 

10,885 

284 

16,717 

5,469 

MX 

Sunpor  Energy 

4,866 

844 

7,950 

11,552 

CA 

Hannover  Re 

9,366 

281 

27,445 

4,612 

GE 

DR  Horton 

9,188 

"Too1 

7169 

7,074 

US 

Reckitt  Benckiser 

5,686 

657 

5,644 

17,954 

UK 

TJX  Cos 

12,728 

574 

4,448 

11,616 

US 

Malayan  Banking 

2,507 

526 

42.076 

9,758 

MA 

Nintendo 

4,265 

569 

9  059 

12,797 

Cepsa 

8,854 

484 

6,314 

9,291 

Kao 

7,320 

528 

5,869 

11,860 

Loews 

16,099 

-718 

77,794 

11.9762 

Newmont  Mining 

3,214 

510 

11,050 

19.733 

Sekisui  House 

10,844 

288 

10,191 

6,875 

NEC 

39,720 

-208 

29,932 

12,220 

AutoNation 

18,203 

494 

8,223 

4,489 

Adecco 

18,165 

256 

6,126 

10,222 

Northern  Trust 

2,620 

372 

40,744 

10.779T 

Brascan 

5,067 

436 

16,315 

6,009 

Heineken  Holding 

9,465 

418 

8,173 

6,879 

Mitsubishi  Chemical 

15,968 

181 

17.128 

5,713 

LM  Ericsson 

16,792 

-2,190 

21,164 

44,065 

DnB  Holding 

4,298 

337 

55.513 

4,854 

Boots 

8,413 

477 

5,688 

10,985 

Richemont 

3.946 

787 

7,719 

13,984 

Pulte  Homes 

9,049 

625 

8,074 

5,709 

Lennar 

8.657 

693 

6,222 

7,380 

Nippon  Steel 

23.259 

-437 

31,141 

13,379 

Fiat  Group 

58,222 

-4,147 

96,920 

6,918 

EnBW-Energie  Baden 

9,095 

161 

22,189 

7,349 

Fubon  Financial 

3.968 

272 

33,378 

7,560 

KeySpan 

6,853 

398 

13,000 

5,788 

CSX 

7,793 

189 

21,745 

6,763 

Fidelity  National 

7,264 

841 

7,397 

6,367 

Novo-Nordisk 

4,485 

821 

5.813 

15,750 

Natexis  Banques 

10,080 

113 

140,126 

5,776 

Linde 

9,166 

252 

12,670 

6,611 
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Introducing  the  Legacy 

$1,368,750  (1/1 6th  share) 

Purchase  now  and  fly  at 
the  Hawker  800XP  hourly  rate 
($1,990/hr)*  during  the  first 
24  months  of  ownership. 

*Legacy  Fuel  Adjustment  Factor  and 
Federal  Excise  Tax  (FET)  apply. 


The  newest  member  of  the  Flight  Options  family  is 
the  13-passenger  Legacy.  It  offers  the  spaciousness 
of  a  large-cabin  aircraft  with  the  occupied  hourly  rate 
of  a  mid-size  model.  And  you'll  only  find  it  here.  To 
find  out  more  about  the  terms  and  conditions  of  our 
purchase  options,  call  us  at  877.703.2348  or  visit  us 
at  www.flightoptions.com. 


Fractional  shares  available  on  the  following  models:  Legacy,  Challenger  601 ,  Citation  X, 
Hawker  800XP,  Citation  650,  Citation  V,  Hawker  400XP,  Beechjet  400A,  CitationJet  and 
King  Air  B200.  Flight  Options,  LLC  is  an  affiliate  of  Raytheon  Company. 


PLEASE  TURN  THE  PAGE  FOR  THE  FORBES  2000  BIG  PICTURE  GATEFO 


|  Alcatel 

17,381 

-4,984 

25,583 

20,435 

FR  1 

606 
607 
608 

Grupo  Ferrovial 

5.294 

479 

11.775 

5.110 

j  Sumitomo  Chemical 

9,400 

263 

12.361 

6.306 

ja| 

Osaka  Gas 

8,020 

251 

9.906 

6.711 

Resona  Holdings 

8,967 

-7,086 

358,441 

13,414 

JA  1 

Banca  -Anton  veneta 

3,709 

227 

51,821 

5,733 

BAA 

3,005 

591 

14,771 

10.688 

UK  J 

609 
610 
611 

Williams  Cos 

17.802 

104 

30,302 

5,254 

Bunge 

22,165 

411 

9,884 

3,685 

BU  1 

Becton  Dickinson 

4,528 

547 

5,572 

12,350 

Tiirkiye  Is  Bankasi 

4,225 

311 

23,731 

•  6,675 

TU  1 

Popular 

2,655 

445 

35,777 

5.992 

Canadian  National 

3,887 

363 

12.038 

11,735 

CA  I 

612 

Atlas  Copco 

6,198 

455 

6,371 

7,794 

American  Electric 

15,576 

-158 

36,079 

13,213 

US 

613 
614 
615 
616 
617 
618 

Baoshan  Iron  &  Steel 

4,070 

516 

7,428 

10,340 

Pitney  Bowes 

4,577 

498 

8.891 

9,622 

us 

Sovereign  Bancorp 

2,452 

402 

43,505 

6,686 

Daiei 

18,613 

1,147 

19,009 

936 

JA 

Thales 

11,665 

117 

19,127 

6,682 

Aisin  SHki 

11.912 

406 

10,162 

4,412 

JA 

Nippon  Express 

14,187 

197 

9,974 

5.584 

Vattenfall  Europe 

9,307 

201 

17.546 

5,776 

GE 

Boston  Scientific 

3,476 

472 

5,699 

34.896 

CNOOC 

3,186 

1.115 

7.380 

16,964 

HK 

Hellenic  Telecom 

4,526 

406 

9,302 

7,692 

Nan  Ya  Plastic 

4,962 

398 

9,470 

9,272 

m 

619 

Hanson 

5.827 

302 

10,931 

6,000 

Cinergy 

4,416 

447 

13,627 

6,850 

m 

620 

Jardine  Matheson 

7,398 

352 

8,237 

5,908 

McGraw-Hill  Cos 

4,832 

663 

5,253 

14,631 

E3 

621 

Sompo  Japan  Insurance 

14,405 

-248 

43,233 

8,086 

The  world's  largest 
supplier  of  nickel  and 
palladium  accounts 
for  more  than  4% 
of  Russia's  exports. 


!5i  1 


587 


NORILSK  NICK 


Royal  KPN 

12,382 

-10,023 

26,358 

20,645 

NE 

622 

Hughes  Electronics 

10,121 

-297 

18,954 

23.559 

5 

7£ 

Natl  Bank  of  Greece 

3,472 

224 

56,646 

7,509 

GR 

623 

Cablevision  NY  Group 

3,999 

427 

10,824 

7,370 

5 

7£ 

Rohm  and  Haas 

6,421 

288 

9,446 

8,820 

US 

624 

British  Airways 

12,145 

114 

20,330 

6,358 

5 

8C 

Coles  Myer 

17,521 

328 

5,323 

7.336 

AU 

625 

CenterPoint  Energy 

9,358 

288 

20,059 

3,159 

5 

83 

BOC  Group 

6,187 

365 

8,031 

8,682 

UK 

626 

Oversea-Chinese  Bank 

1,993 

384 

48,404 

9,658 

5 

82 

Promise 

3,474 

514 

15,632 

7,399 

JA 

627 

Pernod  Ricard 

4,445 

434 

7,917 

8,437: 

5 

83 

WPP 

6,294 

142 

15,534 

13,574 

UK 

628 

Chinatrust  Financial 

3,044 

308 

27,010 

6,670 1 

5 

84 

Schering  Group 

6.073 

557 

5,664 

9,950 

GE 

629 

DSM 

7,610 

293 

11,824 

4,6441 

5 

8E 

Harley-Davidson 

4,624 

761 

4,923 

16,069 

US 

630 

Scottish  &  Newcastle 

5,525 

224 

13.420 

6.714 

8C 

Mitsubishi  Electric 

30,787 

-100 

26,243 

10,283 

JA 

631 

Indstrl  Bank  of  Korea 

4,830 

490 

56,063 

2,550 

87 
8£ 

Norilsk  Nickel 

3,077 

581 

9,687 

632 

Imperial  Chemical  Ind 

9,863 

288 

8,802 

5,043 

Toyota  Industries 

9,046 

186 

13,938 

7,083 

JA 

633 

Merck 

7,850 

213 

7,687 

9,062 

8£ 
9C 

Formosa  Petrochemical 

4,889 

330 

8,820 

11,103 

TA 

634 

Ajinomoto 

8,356 

281 

7,019 

7,420 

Lear 

15,747 

381 

8,571 

4,347 

US 

635 

Matsushita  Elec  Work 

11,258 

186 

9,366 

6.542 

91 

Tenaga  Nasional 

4.332 

293 

15,782 

7,740 

MA 

636 

Mazda  Motor 

20,004 

204 

13.800 

3,440 

92 
9c 
94 
9E 
96 
97 
9£ 
9£ 
OC 
01 
02 

o; 

CLP  Holdings 

3,351 

908 

7,794 

11.992 

CN 

637 

Sunoco 

15,867 

312 

6,928 

4,511 

Syngenta 

7,082 

289 

9,860 

7,320 

SZ 

638 

MBIA 

1,467 

614 

30,268 

9,354 ! 

J; 

Woolworths 

17,737 

438 

3,850 

9,145 

AU 

639 

Starwood  Hotels 

3,936 

309 

11.894 

7800  ■ 

Arcelor 

25,770 

-195 

25,539 

10.226 

CO 

640 

Enbridge 

3,746 

541 

10,518 

6,623 

Delhaize  Group 

23,657 

187 

11,370 

4,911 

BE 

641 

Cathay  Pacific  Airway 

4,242 

511 

9,183 

6,528 

China  Life  Insurance 

8,589 

-272 

37,903 

19,458 

CN 

642 

Sanyo  Electric 

19,237 

-616 

21,649 

9,434 1 

Banche  Popolari  Unite 

4,017 

205 

66.122 

5,728 

IT 

643 

MAN  Group 

18,868 

142 

11,815 

5.352 

*  4 

Whirlpool 

12,176 

415 

7,361 

4,995 

US 

644 

Continental 

11,984 

237 

8,505 

5,221  j 

Yamanouchi  Pharm 

4.286 

506 

7,322 

11,025 

JA 

645 

Dean  Foods 

9,185 

356 

6,993 

5,335 

H&M 

6.390 

846 

3,401 

22,294 

sw 

646 

Safeway 

35,553 

-170 

15,122 

9,921 

Assurant 

6,921 

324 

22,873 

3,514 

us 

647 

Electronic  Data  Systems 

21,476 

-266 

18,280 

9,977 1 

American  Standard 

8,568 

405 

5,888 

7,700 

us 

648 

BAE  Systems 

13,005 

-1,105 

24,939 

10,110 

0' 

Allied  Domecq 

4,313 

535 

7,783 

8,984 

UK 

649 

Fuji  Heavy  Inds 

11,610 

283 

11,088 

3,552 

OE 

Safeway  Pic3 

13,647 

266 

7,808 

5,789 

UK 

650 

Halliburton 

16,271 

-812 

15,471 

13,860 

See  page  212  for  country  codes.  See  page  224  for  footnc 
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XL  Capital  is  proud  to  sponsor 
this  segment  of  the  2004  Forbes  2000  list. 


Mz  CAPITAL 


THE  WORLD'S  LEADING  COMPANIES 


Retailing 
Banking 
Consumer  durables 
Transportation 
Food  markets 
Business  svcs  &  supplies 
Food,  drink  &  tobacco 
Telecom  services 
Oil  &  gas  operations 
Hotels  &  restaurants 
Materials 
Conglomerates 
Capital  goods 
Utilities 
Construction 
IT  hardware  &  equipment 
Insurance 
Media 

Diversified  financials 
Household  /  personal  prods 
Health  care  equip  &  svcs 
Chemicals 
Drugs  &  biotech 
Aerospace  &  defense 
Software  &  services 
Semiconductors 
Trading  companies 


THE  BIG 
PICTURE 

THE  FORBES  2000  SPANS  51  COUNTRIES  AND  27  DIFFERENT 
INDUSTRIES  AND  ACCOUNTS  FOR  A  STAGGERING  PROPORTIOl 
OF  THE  WORLD'S  GOODS,  SERVICES,  MARKET  CAPITALIZATIo| 
AND  EMPLOYMENT  OPPORTUNITIES. 


1 8  S.  AFRICA 


11.75 
11.74 
11.67 
11.40 

-  EMPLOYi 

U.S.,  EUROPE  AND  ASIA, 
1117     (M|L)  ROUND  THE  GLOBE. 

,0.74  '        THE  5.6  MILLION  FORf*  THE  F0RBES  200°) 
■  0.41  RETAILING  EMPLOYEE) 

10.35  WORK  FOR  88  COMPA 


THEY  ARE 


DENMARK 


8  NORWAY 

26  SWEDEN 


ITIVE  EDGE 


YET  OFFER  GREAT  OPPORTUNITY. 


1 1  FINLAND 

12  RUSSIA 
1  POLAND 


et- 
ire 

\p- 
B9 
nt, 
e- 

en 


49  SOUThir 
he 


65  GERMANY 
8  AUSTRIA 


2  CZECH  REPUBLIC 
-2  HUNGARY 
12  TURKEY 
-  8  ISRAEL 


1  JORDAN 
12  GREECE 


41  ITALY 
WITZERLAND 


27  INDIA 
1  PAKISTAN 


gathering  efforts  IMD's  staff  of  seven  works  with 
54  local  partners,  as  well  as  with  organizations  like  the 
World  Bank,  PricewaterhouseCoopers  and  the  Orga- 
nization for  Economic  Cooperation  &  Development. 

The  latest  version  of  the  yearbook  shows  how 
51  countries  stack  up  across  321  factors.  Approximately 
two-thirds  of  these  factors  are  hard-data  items,  such  as 
ownership  of  computers.  The  remaining  statistics  come 
from  impressionistic  surveys  of  4,200  executives  around 
the  world. 

Links  to  more  details  can  be  found  at  forbes.com/extra. 

—Jody  Yen 

COMPUTERS  PER  1,000  PEOPLE 


United  States 
Sweden 
Finland 
Denmark 
Norway 

Jordan 
China 
Philippines 
Indonesia 
India 


■1739 

1687 


.662  BEST 

(658 
1657 


■  33 

■  27 
125 

113 
19 


WORST 


ADEQUACY  OF  STOCK  MARKET1 


16  SINGAPORE 


40  AUSTR/ 


United  States 
Hong  Kong 
Australia 
Sweden 
Finland 


|8.0 
|80 


17.8 


BEST 


■  7.5 

17.2 


WORST 


Russia 
Brazil 
Portugal 
Czech  Republic   HB2  3 
Venezuela  ■■H2.0 
>vides  adequate  financing  to  companies.  Scores  run  from  0  (lowest)  to  10  (highest). 
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W   >X<L  CAPITAL 

FUNDAMENTAL  STRENGTH  -  CAPITAL  AND  PEOPLE 


XL  STRENGTH  AND  EXPERTISE 


XL  CAPITAL 

XL  Capital  delivers,  through  our  operating  subsidiaries, 
an  extensive  yet  specialized  range  of  risk  products  and 
services.  Each  XL  business  unit  features:  an  outstanding 
balance  sheet,  a  unique  appetite  for  risk,  a  recognized 
depth  of  professional  experience  and  locations  in 
25  countries. 

XL  Capital  Ltd  Gross  Premiums  Written1 


XL  INSURANCE 

XL's  group  of  insurance  companies  offers  a  broad  com- 
plement of  specialty  products  and  services  for  a  truly 
integrated  approach  to  managing  and  transferring  risk, 
including  primary  and  excess  insurance,  London  market 
specialty  expertise,  integrated  and  enterprise  risk  solu- 
tions, and  loss-sensitive  and  finite  programs.  To  better 
serve  our  clients,  our  insurance  operations  are  aligned 
globally  by  expertise  into  the  following  business  units: 


Insurance 


51%  35% 


Reinsurance 


Life 

Financial  Products 
&  Services 


XL  Capital  Ltd  Business  Mix1 

(based  on  Net  Premiums  Earned) 


Casualty 


Property 


For  the  year  ended  December  31.  2002 


Life 

Marine, 
Aviation 
&  Satellite 

Other 

Accident 
&  Health 

Financial 
Products  &  Services 


Aerospace  I  Design  Professional  I  Environmental  I 
Equine  I  Financial  Solutions  I  Fine  Art  and  Specie  I 
Global  Risk  I  Property  and  Casualty  I  Marine  and 
Offshore  Energy  I  Professional  Liability  I  Programs  I 
Political  Risk  I  Surety 


XL  RE 

XL  Re  is  ranked  amongst  the  world's  leading  reinsurers 
offering  A+  (AM  Best)  financial  quality  rating.  Insurance 
companies  and  reinsurance  buyers  trust  the  security  and 
expertise  embodied  by  XL  Re,  and  benefit  from  the 
group's  highly  respected  underwriting  talent.  The  XL  Re 
companies  offer  one  of  the  broadest  ranges  of  treaty  and 
facultative  products  in  the  industry,  including: 

Aviation  and  Satellite  I  Casualty  I  Financial  Products  I 
Life  and  Health  I  Marine  I  Nuclear  I  Property  I  Surety  I 
Political  Risk /Credit 


XL  FINANCIAL 

XL's  financial  products  and  services  companies  are  a 
source  of  new  financial  capacity.  Whether  your  goals 
are  credit  enhancement,  asset  accumulation,  capital 
markets  hedging,  weather  and  energy  risk  management 
or  other  financial  service  alternatives  to  risk  man- 
agement, we  will  find  the  right  strategies  to  help  you 
reach  your  business  objectives  and  to  strengthen  your 
balance  sheet.  Our  products  include: 


www.xlcapital.com 

Listed  on  the  New  York  Stock  Exchange 
under  the  ticker  symbol  "XL". 


AAA  rated  Financial  Guarantee  I  Institutional  Life  and 
Investment  Products  I  Risk  and  Asset  Financing  I 
Weather  and  Energy  Risk  Management 


FUNDAMENTAL  STRENGTH  -  CAPITAL  AND  PEOPLE 


Rankings  651-740 


Office  Depot 

12,359 

302 

6,145 

5,417 

US 

PG&E 

9,912 

-1,800 

27,760 

11,456 

US 

Royal  &  Sun  Alliance 

20,610 

-1,514 

86,556 

5,204 

UK 

r :  : 

Secom 

4,427 

301 

8,901 

8,605 

JA 

Hon  Hai  Precision  Ind 

7,439 

487 

3,811 

11,643 

TA 

Hana  Bank 

3,282 

271 

63,856 

4,493 

K0 

Union  Planters 

2,396 

498 

31,911 

5,669 

US 

Public  Power 

3,593 

504 

10,870 

6,492 

GR 

Autostrade 

2,463 

556 

8,125 

20.614 

IT 

Yamato  Transport 

8,224 

410 

5,373 

6,654 

JA 

Avon  Products 

6,555 

597 

3,363 

15,990 

US 

First  Tennessee  Natl 

2,693 

473 

24,470 

5,674 

US 

Japan  Airlines  Sys 

17,626 

99 

18,026 

5,993 

JA 

Dixons  Group 

9,217 

332 

6,526 

5,491 

UK 

Sandvik 

5,610 

396 

5,652 

8,362 

SW 

Sabanci  Group 

5,224 

228 

18,588 

4,857 

TU 

Simon  Property  Group 

2,192 

482 

15,685 

10,790 

US 

Seagate  Technology 

6,673 

736 

4,040 

7,904 

CI 

Qantas  Airways 

7,665 

231 

11,416 

4,919 

AU 

Sankyo 

4,822 

286 

7,500 

9,231 

JA 

Capitalia 

9,606 

-302 

146,674 

6,365 

IT 

Franklin  Resources 

2,753 

561 

7,417 

14,540 

US 

Sumitomo  Metal  Inds 

10,360 

144 

17,439 

4,602 

JA 

TeliaSonera  Group 

6,852 

-929 

21,970 

22,508 

SW 

Royal  Caribbean 

3,784 

281 

11,323 

8,089 

LI 

Synovus  Finl 

2,414 

391 

21,023 

7,549 

US 

1  Sprint  PCS 

12,690 

-661 

21.846 

9,543 

US 

ITT  Industries 

5,627 

404 

5,950 

7,099 

US 

1 SK  Corp 

36,585 

-2,021 

34,910 

4,990 

K0 

Everest  Re  Group 

4,107 

426 

12,683 

4,817 

BU 

Scania 

5,447 

316 

7,559 

6,578 

SW 

MlI  * 

Suncorp-Metway 

3,443 

259 

25,792 

5,296 

AU 

TXU 

10,765 

-4,091 

30,769 

7.890 

US 

HeidelbergCement 

6,901 

261 

11,545 

4,385 

GE 

Banca  Naz  del  Lavoro 

5,744 

95 

86,492 

5,899 

IT 

Bombardier 

15.549 

-404 

18,606 

8,677 

CA 

'M  i 

Mm02 

7,700 

-16,032 

21,122 

14,692 

UK 

Bank  Mandiri 

3,751 

402 

27,754 

3,332 

ID 

Celesio 

19,310 

248 

5,748 

4,676 

GE 

£  ' 

Sun  Microsystems 

11,196 

-1,446 

12,224 

18,505 

US 

Cox  Communications 

5,665 

-138 

24,418 

20,478 

US 

£  • 

Rohm 

2,963 

448 

6,757 

13,522 

JA 

Sodexho  Alliance 

12,843 

178 

8,812 

5,084 

FR 

£  * 

Cincinnati  Financial 

3,063 

301 

14,958 

6,952 

US 

[  Lucent  Technologies 

8,654 

-168 

15,419 

18,360 

US 

COMPANY 

SALES 
($MIL) 

PROFITS 
($MIL) 

ASSETS 
(SMIL) 

VALUE  I 
(SMIL)  * 

1 

Samsung  SDI 

5,592 

497 

4,826 

6,893 

Kfl 

Mattel 

4,960 

538 

4,511 

8,069 

uo 

Murata  Manufacturing 

3,341 

334 

6,967 

13,072 

IA 

Delphi 

28,096 

-56 

20,904 

5,934 

uo 

Swiss  Life  Holding 

15,750 

-1,227 

113,344 

4,256 

Air  France  Group 

13,820 

131 

13,607 

4,416 

FR 

Huntington  Bancshares 

2,405 

363 

30,095 

5,260 

US 

Supervalu 

19,779 

248 

6,117 

3,930 

US 

Conseco 

4,747 

529 

29,860 

2,259 

US 

Swire  Pacific 

1,951 

693 

12,457 

9,941 

CN 

H&R  Block 

3,662 

649 

4,461 

10.643 

US 

ASFA-Autoroutes 

2,816 

279 

13,777 

8,233 

FR 

Guidant 

3,699 

330 

4,640 

19,509 

US 

Ambac  Financial  Group 

1,272 

619 

16,747 

8,146 

US 

Asahi  Glass 

10,956 

-33 

14,731 

10,745 

JA 

VNU 

4,491 

178 

11,100 

7,680 

NE 

Ciba  Specialty  Chems 

5,360 

277 

8,406 

5,463 

SZ 

Oji  Paper 

10,263 

103 

13,519 

6,353 

JA 

Torchmark 

2,882 

428 

13,217 

5,664 

US 

Pepco  Holdings 

7,366 

217 

13,111 

3,594 

US 

Hilton  Group 

8,823 

157 

8,169 

6,482 

UK 

Toys  "R"  Us 

11,498 

222 

10,695 

3,185 

US 

United  Utilities 

2,968 

439 

13,256 

5,163 

UK 

Taisei 

13.914 

127 

15.410 

3,656 

JA 

OMV  Group 

7,436 

335 

6,298 

4,450 

AS 

Quest  Diagnostics 

4,738 

437 

4,301 

8,506 

US 

Skandia  Insurance 

10,531 

-495 

55,203 

4,870 

SW 

British  Sky  Broadcast 

5,275 

315 

3,032 

27,257 

UK 

White  Mountains  Ins 

3,807 

302 

14,971 

4,245 

BU 

Seiko  Epson 

11,188 

106 

10,048 

7,060 

JA 

Unibanco  Group 

5,303 

265 

21,293 

2,765 

BR 

MGM  Mirage 

3,909 

244 

10,710 

6,153 

US 

Shikoku  Electric  Power 

4,947 

217 

11,956 

4.646 

JA 

Valeo 

11,610 

228 

7,537 

3,655 

FR 

Ebay 

2,165 

447 

5,820 

44,315 

uo 

AutoZone 

5,521 

534 

3,720 

7,753 

US 

New  York  Community 

913 

323 

23,441 

8,348 

us 

Wesfarmers 

5,004 

363 

4,269 

8.334 

AU 

Mitsui  Chemicals 

8,910 

172 

10,039 

4,290 

JA 

FCC  Group 

5,774 

287 

7,140 

4,991 

or 

Nippon  Yusen 

10,569 

121 

10.811 

5.216 

JA 

Bradford  &  Bingley 

2,709 

276 

40,811 

3,919 

UK 

Gallaher  Group 

3,799 

411 

5,469 

7,751 

UK 

China  Steel 

3,128 

486 

5,791 

8,596 

TA 

Tokyu 

11,721 

29 

20,864 

6,157 

JA 

717  TOYS  "R"  us  m& 
This  struggling  toy  retailer  recently 

closed  its  Imaginarium  stores  and  is 

phasing  out  its  1 4-6  Kids  "R"  Us  apparel  outlets. 


page  2I2  lot  country  codes.  See  page  224  for  footnotes. 
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RANK  COMPANY 


MARKET 

SALES  PROFITS  ASSETS  VALUE 
(SMIL)      (SMIL)      ($MIL)  (SMIL) 


Genuine  Parts 

8,358 

357 

4,052 

5,899 

US 

1  AdvancePCS 

15,017 

202 

3,760 

6,01-1 

742 

Brambles  Group 

5.335 

222 

6,314 

7,086" 

AU 

787 

1  Sumitomo  Electric 

12.596 

-168 

13,463 

6,38  J 

743 

Parker  Hannifin 

6,515 

210 

5,800 

6.842 

US 

Banco  de  Sabadell 

1.994 

295 

38,379 

4,77l| 

744 

Grupo  Modelo 

3,495 

408 

5,605 

8,288 

MX 

Ml  ' 

Rolls-Royce 

9.320 

85 

11,614 

6.69C  J 

745 

Amcor 

7,217 

243 

6,309 

5,198 

AU 

KarstadtQuelle 

16,612 

170 

10,720 

2.6181 

Yapi  ve  Kredi 

4,476 

902 

19,831 

1,856 

TU 

Telekom  Indonesia 

2.397 

935 

4,740 

9,1771 

Beiersdorf 

5,878 

377 

3,441 

9,938 

GE 

Teva  Pharmaceutical 

2.518 

410 

4,627 

17,16H  . 

748 

China  Merchants  Bank 

1,441 

223 

44,006 

8,108 

CN 

Telkom 

4,764 

207 

6,641 

6.103 1 

GreenPoint  Financial 

1.735 

470 

22,985 

6,245 

US 

PartnerRe 

3,873 

468 

10,903 

3.034.11 

750 

Aramark 

9,448 

301 

4,468 

5.033 

US 

Zions  Bancorp 

1,889 

338 

28.558 

5,2481 

Fairfax  Financial 

5.208 

289 

24.050 

2.488 

CA 

Tenet  Healthcare 

15,168 

-402 

13.477 

5,680  I 

752 

Sampo 

1,829 

407 

26.359 

6,198 

Fl 

Nipponkoa  Insurance 

8.867 

-219 

26.572 

4,981  I 

Estee  Lauder  Cos 

5,428 

310 

3.970 

9,465 

US 

Infineon  Technologies 

7.179 

-508 

11.785 

10,732  1 

754 

Sumitomo  Trust  &  Bank 

4,156 

-617 

131,133 

8.065 

JA 

799 

1  Hokkaido  Electric  Power 

4.387 

219 

11,850 

3  758 

MTFt 

985 

540 

12,965 

8.463 

HK 

1  TUI  Group 

21.326 

34 

16,003 

4.281 

Lagardere  SCA 

7,618 

-274 

19,086 

8,525 

FR 

801 

1  Mitsui  OSK  Lines 

7,701 

124 

8,821 

5,495  1 

America  Telecom 

5,541 

144 

10,921 

6,222 

MX 

UnumProvident 

10,217 

63 

49,338 

4,355 

US 

Tostem  Inax 

7,976 

163 

7,830 

5,545 

JA 

Lexmark  International 

4.755 

439 

3,450 

10,761 

US 

Daido  Life  Insurance 

9,417 

54 

50,547 

4,426 

JA 

Apple  Computer 

6,741 

137 

6,971 

8,504 

US 

Inditex 

4,278 

472 

3,244 

13,521 

SP 

Adidas-Salomon 

7,887 

327 

4,297 

5,319 

GE 

AES 

8,415 

-444 

29,608 

5,679 

US 

Land  Securities  Group 

1.687 

363 

14,230 

9,373 

UK 

North  Fork  Bancorp 

1,266 

396 

20,962 

6,673 

US 

Flextronics  Intl 

13,822 

-349 

9,510 

9.676 

SI 

El  Paso 

7,929 

-3,220 

42.676 

5,137 

US 

Clorox 

4,166 

497 

3,597 

10,165 

US 

Xcel  Energy 

9,205 

-190 

18,264 

6.876 

US 

AMP 

5,397 

NA 

42,944 

6.705 

AU 

Citic  Pacific 

2,861 

500 

7,328 

6,449 

CN 

Mega  Financial  Holdings 

2,159 

166 

47,542 

7099 

TA 

Caremark  Rx 

9  067 

291 

2,474 

8.064 

US 

Baker  Hughes 

5,293 

135 

6  302 

12,121 

US 

Eisai 

3,948 

347 

4,847 

7.848 

JA 

Hershey  Foods 

4,173 

465 

3,583 

10,265 

US 

Equity  Residential 

1,823 

544 

11,467 

8.043 

US 

Kinkj  Nippon  Railway 

11.028 

-427 

19,183 

5,620 

JA 

Huaneng  Power  Intl 

2,232 

474 

6,093 

13,074 

CN 

Harrah's  Entertain 

4,081 

311 

6,450 

5.717 

US 

Stryker 

3.625 

454 

3.159 

17,992 

US 

Old  Republic  Intl 

3.179 

439 

9,555 

4,358 

US 

Liberty  Media 

2,446 

-983 

55  878 

32.692 

US 

Humana 

12,097 

229|  5.293 

3  508 

Anglo  Irish  Bank 

1,436 

296 

29.739 

5,533 

Bharat  Petroleum 

11,966 

315 

4,704 

3,216 

Foster's  Group 

3.188 

312 

6,295 

7,158 

Banknorth  Group 

1,576 

336 

25,741 

5,388 

Dover 

4,351 

232 

4,928 

8,247 

Edison 

5,403 

-732 

19,110 

8,431 

L-3  Communications 

4,886 

259 

5,823 

5,329 

i 
l 

I 

Temple-Inland 

4,638 

155 

21,354 

3,405 

Hongkong  Electric 

1.488 

875 

7,262 

9,035 

Friends  Provident 

6,121 

-106 

49.367 

4,749 

Unisys 

5,911 

259 

5,475 

4,781 

I 

National  Commerce  Finl 

1,573 

306 

22,890 

5,949 

I 

Daiwa  Securities 

3,280 

-53 

79,822 

8,745 

Talisman  Energy 

2,781 

318 

7.375 

7,170 

[ 

Applied  Materials 

4,477 

-149 

10,312 

36.606 

L 

Starbucks 

4.353 

301 

3,077 

14,538 

U 

Bed  Bath  &  Beyond 

4,229 

361 

2,779 

12,344 

u 

ICICI  Bank 

2,574 

243 

22.940 

4,222 

11 

Irish  Life/Permanent 

1720 

305 

34,879 

4,694 

1! 

Murphy  Oil 

4,972 

300 

4,617 

5,640 

U 
J 

Forest  Labs 

2.433 

720 

3,227 

27,261 

Affiliated  Computer 

4.030 

503 

3,859 

6,760 

J. 

Fiserv 

2,700 

315 

7,214 

7,539 

j: 

Dollar  General 

6.665 

306 

2,589 

7,677 

UJ 

Compass  Bancshares 

1,808 

337 

26,157 

4,980 

j: 

Aioi  Insurance 

9,097 

118 

20,862 

2,838 

j/ 

Femsa 

5.086 

274 

5,786 

4,685 

MJ 

United  Microelectronics 

2,177 

204 

9.287 

14,659 

TA 

See  page  212  for  country  codes  See  page  224  for  foornore* 
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reach 


AVAyA 


a  higher  plane 
of  communication 


WHICHEVER  PATH  YOU  CHOOSE— Client-Server 
or  IP-enabled  Telephony  —  you'll  make  the  most 
of  your  existing  equipment  and  applications 
with  Avaya.  Keep  up  to  85%*  (or  more!)  with 
our  open  standards-based  solutions  and 

multi-vendor,  multi-technology  expertise.  The 
world  leader  in  IP  Telephony  offers  you  the 
flexibility  to  support  a  diverse  set  of  endpoints  — 
IP,  digital,  analog  and  mobile.  As  well  as  voice 
encryption  for  maximum  security  anywhere  on 

your  network.  We've  even  got  flexible  solutions 
for  greenfield  installations.  All  supported  by 
Avaya  Global  Services.  So  start  moving  to  IP 
without  the  heavy  lifting  at  avaya.com/iptelephony. 
Or  call  866-GO  AVAYA  today. 

1 P  Te  1 e  p  h  o  n  y 

Contact  Centers                   Unified  Commur 

ication 

Services 

Migrate  to  IP  Telephony. 

KEEP  85% 

ot  your  eurrent  investment 

NIX  THE  FORKLIFT. 


•Based  on  historical 


(4)  Management  of  spent  nuclear  fuel 

(5)  Wind  power  equipment 
®  Transmission 

Distribution 


The  world  needs  energy. 
AREVA  develops  solutions  to  produce,  transmit  anc 

AREVA,  with  75,000  employees  in  over  100  countries,  offers  its  clients  technological 
solutions  for  reliably  producing  and  supplying  electricity,  www.areva.com 


RANK 

COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 
(SMIL) 

MT 

831 

Dassault  Aviation 

t  ri  n 

Jn  u 

99R 

7nn7 

/,UU/ 

A  QRQ 
4,003 

FR 

832 

Express  Scripts 

1  9  0,99 

9  AD 

1  9QR 
J, £33 

R  R44 
0,044 

US 

833 

Kajima 

1  5  PR1 

13,001 

QR 
00 

1  R  40R 

1  401 
J.4U  J 

JA 

834 

Wm  Morrison  Supcrmkts 

7  riRR 
f  ,U0D 

9QR 
coo 

1  9P1 

R  7RR 
o,  /  03 

UK 

835 

Calpine 

y,oj3 

1 9fl 

9C  noR 
£D,U  JO 

9  AQQ 

c:,4a3 

US 

836 

Wisconsin  Energy 

9R1 
£01 

Q  99R 
d,  J£0 

9  Q91 

j,y£i 

US 

837 

Asahi  Breweries 

R  701 

1  OA 

1  fl  4QR 

4  RR1 
4,001 

JA 

838 

Bank  of  Yokohama 

9  91  R 

1  41 
14  J 

PQ  1 1  9 
Da, lit: 

4  Q1  9 
4,31£ 

JA 

839 

Northwest  Airlines 

P  RPR 

0,000 

94R 
£40 

1  4  1  RR 
14,100 

QR1 

yoi 

US 

840 

Reed  Elsevier 

7  R9R 

1 41 

9  ROR 
£,0U0 

on  <cp5 

UK 

841 

oftr  UrOUp 

^  74P 
U./40 

9R1 
£0  J 

R  D4P 
0.U40 

4  4nR 
4.4U0 

Sv\ 

842 

leieKOfii  iviaiaysia 

97R 
cl  a 

7  9QR 

/,£yo 

R  494 
o,4£4 

MA 

843 

Vr 

•i  1  11 
3,1  01 

179 
u/  £ 

4  9R1 

4, £01 

4  R?R 
4,0£0 

US 

844 

unipoi 

R  RRR 
D.ooo 

107 
111/ 

9fl  91  R 
£U,£10 

1  4RQ 

j,4oy 

IT 

845 

Pearson 

R  Qt;7 
D,SD/ 

-1  7Q 
1/3 

1  n  QRR 

lu.aoo 

R  RRR 
O.OOO 

UK 

846 

energy  cast 

A  R47 

91 1 
£11 

in  rip 

1U.3  JO 

1  419 

US 

847 

Ptihlific  Hrniino 

i  mi 

0,U/  H 

1R4 

10  QR4 

1U.304 

714R 

/,140 

FR 

848 

ivionawK  mousines 

3.UU  J 

n  n 

J1U 

4  1 R4 
4,104 

R  4R1 
0,401 

US 

849 

Fondiaris-SAI 

Q  17R 

49 

9Q  R97 
co.Oct 

1  R71 
J, J  / 1 

IT 

850 

EFG  Eurobank  Ergasias 

1  Q7R 

1,J/ 0 

1  Q4 
la4 

9R  RRR 
£0,000 

R  11 R 
o,  Jlo 

GR 

851 

Or  A 

914 
£14 

71 1R 

'  .1  JO 

4  94Q 
4, £43 

US 

852 

Asahi  Kasei 

1  n  oqp 
iu,uyo 

JOU 

Q  QR7 

y,yo/ 

R  RQQ 

o.oyy 

JA 

853 

oandtiian  natural  nes 

9  91 R 

OCR 
000 

R  4QR 
0,430 

R  7QR 
0,/  30 

CA 

854 

Dana 

Q  R44 

14R 
140 

Q  4P4 
3,404 

1  1RR 
0,100 

US 

855 

Alpha  Bank 

9  04Q 

1P1 
101 

in  1 7i 

JU,  j.  /  J 

R  R7P 
0,0/0 

GR 

856 

Hindustan  Petroleum 

1  n  1  rr 

1U  1 3D 

mo 

1  R1R 
J.u  Jo 

1  RI  4 
0,014 

IN 

857 

nUKUlIKU  CIL-L-H  It.  rOWci 

a  npn 

17R 
1/0 

1 1  nRR 

1  J.UOO 

1  749 

J,  /  4£ 

JA 

858 

ivieuiaseT 

9  9Q<i 

ipn 

JOU 

4  i4n 

1  1  Q11 

i  j.y  j  j 

IT 

859 

inn  uanie  lecnnoiogy 

9  947 

47<i 
4/  J 

4  14R 

1 1  m  i 

1  J.Ull 

US 

860 

Henderson  Land  Dev 

0.Q9 

907 
£07 

lU,34b 

0  QRyl 

HK 

861 

rrn^n  nine 

rresenius 

7  RPR 
J  ,000 

1  R4 
134 

Q  97Q 
3,£f  3 

1 11  R 
0,013 

GE 

862 

Nippon  Unipac 

Q  RRfl 

41 

1  1  R4Q 
lo,04b 

R  994 
0,££4 

JA 

863 

U/illic  Hrnun  Unlrlinc'c 

wiMib  uruup  nuiunigb 

1  QR9 

1  JUL 

41  A 

414 

1 1  49R 

11,4£0 

R  RR7 
3,00  / 

UK 

864 

Electronic  Arts 

9  000 

0  000 
O.JJO 

i  o  oon 
lo,£oU 

US 

865 

T/iunta  Tc  1 1  c  h  n 
lUyUla  IbUMIU 

91  7Q7 

1  SQ 

p  nRp 

o.uoo 

9  4R1 
£,400 

JA 

866 

nioource 

/,400 

1R 

1  R  7n4 
10, /U4 

r  Rin 

3,0,jU 

US 

867 

ivinuer  iviorgan 

1  nop 

1R9 
J0£ 

Q  Q7R 
3,3/  0 

74m 

/,40U 

US 

868 

E-Trade  Financial 

9  flflR 

9fl1 
£U0 

9R  ni7 

r  4m 

0.4U1 

US 

869 

DUU/  Unlrlina 

7 /IRQ 

-17R 

1 1  7QRQ 
11/, 303 

9  Qpn 

£,30U 

GE 

870 

oiiiiins  uroup 

/I  Q91 

i  Rn 

4  pnp 

4,OU0 

R  RQ4 

o,oy4 

UK 

871 

Wm  Wri^lpv  Jr 

Will   WII&I&T  vl 

3.069 

446 

2,520 

12,737 

US 

872 

Alstom 

23,258 

-1,504 

25,028 

2,696 

FR 

873 

Avery  Dennison 

4,763 

268 

4,105 

6,038 

US 

874 

Analog  Devices 

2,185 

355 

4,302 

18,828 

US 

875 

Hudson  City  Bancorp 

807 

207 

17,033 

7,428 

US 

RANK  COMPANY 


LG  Card 


MARKET 

SALES  PROFITS  ASSETS  VALUE 
(SMIL)      (SMIL)      (SMIL)  (SMIL) 


ACS  Group 


Shiseido 


Westfield  America 


Nordstrom 


Thomson 


Securitas 


Koc  Group 


Tatneft 


Wharf  (Holdings) 


Orkla 


Alliance  UniChem 


QBE  Insurance  Group 


Siam  Cement 


Luxottica  Group 


Bank  Hapoalim 


WR  Berkley 


Rockwell  Automation 


Komatsu 


Cable  &  Wireless 


Telecom  of  NZ 


Bank  of  East  Asia 


Yamaha  Motor 


Agilent  Technologies 


Serono 


Sanmina-SCI 


Cooper  Industries 


Public  Bank 


Fanuc 


Olympus 


EchoStar  Commun 


Scana 


Sherwin-Williams 


Allied  Waste  Inds 


Siidzucker 


Yahoo 


PacifiCare  Health 


Westfield  Trust 


SunGard  Data  Systems 


Barrick  Gold 


Shimizu 


MeadWestvaco 


TDK 


Obayashi 


Samsung  Fire  &  Marine 


4,747 


4,643 


5,256 


1,410 


6,310 


10,640 


7.566 


11,097 


4,550 


1,453 


3,482 


12,920 


3,377 


2,973 


3,552 


4,026 


3,443 


4,136 


9,220 


6,709 


2,641 


742 


8,571 


6,056 


2,173 


10.795 


4,061 


1,128 


1,813 


4.774 


5,457 


3,335 


5.279 


5.403 


4,734 


1,625 


10,439 


778 


2,871 


2,061 


13,110 


7,553 


5,151 


11,345 


4,540 


295 


191 


207 


449 


199 


33 


171 


41 


494 


295 


233 


175 


157 


258 


336 


100 


317 


306 


28 


-10,321 


416 


248 


216 


-1,790 


420 


-114 


274 


264 


334 


206 


-499 


291 


318 


159 


280 


238 


243 


425 


370 


228 


53 


102 


26 


214 


16,341 


5.162 


5,234 


10,995 


4,373 


10.204 


4.122 


12.038 


7.136 


10,392 


7,671 


5.121 


11,443 


5,178 


3,767 


55,107 


8.875 


4,037 


10.502 


11.589 


4,554 


25.564 


5.725 


6,297 


4.402 


7.764 


4,895 


16,954 


5,936 


4,978 


6.606 


7,788 


3,639 


13,791 


6,279 


5,932 


4,619 


9,490 


4,000 


7.659 


15,179 


12,487 


5.951 


16,111 


8.874 


831  DASSAULT  AVIATION 

Over  60  years  military  and  civilian 

pilots  have  clocked  20  million 

flying  hours  in  Dassault  aircraft. 
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Is  this  the  world's  most  powe] 


A  global  financial  firm  that  works  with  you  like  a  two-person  organization?  At  UBS,  this 
is  what  our  business  is  all  about.  It's  an  advisor  who  actually  takes  the  time  to  understand 
your  needs  and  goals.  It's  confident  decision-making,  governed  by  unfashionable  concepts 
like  thoroughness,  thoughtfulness,  intelligence  and  rigor.  It's  having  ready  access  to  all  the 
resources  of  one  of  the  world's  largest  wealth  management  firms,  as  well  as  our  premier 
global  asset  management  business  and  our  award-winning  investment  bank.  It's  a  two-person 
financial  powerhouse  called  you  and  us.  www.ubs.com 


Wealth 
Management 


Global  Asset 
Management 


Investment 
Bank 


JBS 


©UBS  2004  The  key  symbol  and  UBS  are  registered  and  unregistered  trademarks  of  UBS.  All  rights  reserved. 


Rankings  921-1010 


Formosa  Chems  &  Fibre 


All  Nippon  Airways 


Nikko  Cordial 


Providian  Financial 


Bankgesellschaft  Berlin 


RANK  COMPANY 
921 
922 
923 
924 
925 
926 
927 
928 
929 
930 
931 
932 
933 
934 
935 
936 


MARKET 

PROFITS  ASSETS  VALUE 
(SMIL)     (SMIL)  (SMIL) 


Rentokil  Initial 


Korea  Exchange  Bank 


Interpublic  Group 


Jones  Apparel  Group 


Macquarie  Bank 


Swatch  Group 


Toray  Industries 


Kobe  Steel 


Nissho  Iwai-Nichimen 


3,596 


5,903 


4,360 


1,801 


3,210 


8,739 


54,718 


10,192 


-742 


-1,646 


458 


45 


-329 


338 


201 


358 


49 


-1,003 


15 


14,275 


9,715 


182,691 


29,943 


2,789 
54,389 


11,272 


4,063 


19,524 


3,384 


10,581 


26,800 


15,504 


COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

VALUE 

(SMIL)  1 

Inco 

2  647 

147 

9,006 

6,887; 

Intercontinental  Htls 

4,882 

52 

8,551 

8.860 

Corning 

3,090 

-223 

10,752 

16.667 

Computer  Associates 

3,242 

-161 

10,202 

15.888 

Skanska 

16,769 

-96 

8.840 

3,720 

Daikin  Industries 

4,843 

183 

3,979 

5.996 

Kubota 

7,835 

-68 

9,006 

5,581 

Exel 

7,424 

188 

3,941 

4,295 

MGIC  Investment 

1,777 

494 

5,917 

6,555 

CenturyTel 

2,381 

345 

7,896 

3,950 

Commerce  Bancorp 

1,248 

194 

22.712 

4,530 

RMC  Group 

7,250 

113 

7.728 

3,565 

Insurance  Australia 

3,488 

103 

10,826 

5,942 

Banca  Lombarda  Group 

2,119 

137 

31,483 

4.354 

Formosa  Plastics 

2,203 

286 

5,021 

8,278 

Solectron 

11,043 

-3,511 

6,698 

5.521 

933  SWATCH  GROUP 
Its  contract  to  be  a  sponsor  of 
the  Olympic  Games  runs  until  2010. 


937 

Grupo  Carso 

5,003 

197 

6.063 

3,696 

MX 

938 

Canadian  Pacific  Rail 

2,825 

308 

7,683 

4,051 

CA 

939 

Autoliv 

5,002 

222 

4,734 

4,182 

US 

940 

Hilton  Hotels 

3,447 

137 

8,343 

6,055 

US 

941 

Shanghai  Pudong  Bank 

1,136 

150 

33,645 

5,463 

CN 

942 

Taiyo  Life  Insurance 

9,481 

13 

54,637 

2,391 

JA 

943 

Daiwa  House  Industry 

10,021 

-773 

8,063 

5,637 

JA 

944 

Vornado  Realty 

1,274 

308 

9,077 

6,610 

US 

945 

Man  Group  Pic 

1,586 

370 

5,821 

9,010 

UK 

946 

Pioneer 

6,026 

136 

5,172 

5,209 

JA 

947 

British  Land 

720 

220 

14,303 

5,815 

UK 

948 

Family  Dollar  Stores 

4,886 

254 

2,036 

6,627 

US 

949 

Ameritrade  Holding 

692 

187 

14,211 

7,048 

US 

950 

Sanlam 

6,539 

-70 

21.169 

3,653 

SA 

951 

Antarchile 

3,395 

244 

6,449 

4,345 

CH 

952 

Corporation  Mapfre 

5,870 

119 

15,453 

2,729 

SP 

953 

Next 

3,629 

347 

1,564 

7,244 

UK 

954 

Fujisawa  Pharma 

3,232 

242 

4,174 

7,710 

JA 

955 

Credit  Foncier 

2,793 

141 

46,069 

2,928 

FR 

956 

Archstone-Smith 

895 

436 

8,785 

5,257 

US 

957 

Veritas  Software 

1,771 

280 

5,399 

14,025 

US 

958 

Newell  Rubbermaid 

7,750 

-47 

7,481 

6,942 

US 

959 

Mediobanca 

2,312 

62 

37,702 

9,340 

IT 

960 

Black  &  Decker 

4,483 

293 

4,223 

4,108 

US 

961 

Quanta  Computer 

4.119 

313 

2,880 

6,471 

TA 

962 

Arab  Bank 

1,326 

227 

22,777 

4.185 

JO 

963 

Marui 

4,661 

147 

5,941 

4,951 

JA 

964 

Great  Eastern  Holding 

3.581 

135 

15,762 

3,378 

SI 

965 

Mitsui  Trust 

3,423 

-8ii 

102.S27 

4,053 

JA 

Manpower 

12,185 

138 

4,385 

3.452 

Corus  Group 

11,575 

-738 

10,135 

3.621 

Telus 

4,457 

-149 

10.846 

6.954 

Ecolab 

3,762 

277 

3,229 

7,044 

Baioise  Group 

6,247 

-459 

40,521 

2.716 

Monsanto 

4.401 

-108 

9,183 

8.298 

RadioShack 

4,657 

280 

2,219 

5  426 

New  York  Times 

2,973 

299 

3,690 

7,136 

Severn  Trent 

2,926 

157 

9,569 

4,658 

Boston  Properties 

1.307 

365 

8,551 

5  040 

Shizuoka  Bank 

1,491 

107 

69,099 

5,263 

Oxford  Health  Plans 

5,352 

352 

2,160 

3.837 

OTP  Bank 

1,579 

264 

16,584 

3,669 

Smurfit-Stone 

7,730 

-95 

10,305 

4,354 

GKN 

5,322 

161 

5,267 

3,760 

Konica  Minolta 

4,729 

139 

4,244 

6,490 

S-Oil 

6,262 

158 

4,248 

4,387 

General  Growth  Prop 

1,165 

245 

8,861 

6,516 

Northeast  Utilities 

6,725 

128 

10,975 

2,477 

Korea  Gas 

6,166 

248j 

7,873 

1,759 

MOL  Magyar  Olaj 

5.160 

290 

4,196 

3,154 

First  American 

5,976 

440 

4,284 

2.357 

Sumitomo  Realty 

4,517 

42 

16,925 

4,425 

Hibernia 

1.327 

252 

17,565 

3,582 

Rallye 

29,890 

66 

18,394 

1,984 

Tobu  Railway 

5.799 

89 

13.244 

3.255 

Symantec 

1,704 

322 

4,181 

12,520 

Washington  Post 

2.691 

247 

3,815 

8,670 

M-real 

6,895 

219 

7,784 

1,595 

See  page  212  for  country  codes.  See  page  224  for  footnot 
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T 


Rankings  IOII-IIOO 


Amcrsham 


Koram  Bank 


Reuters  Group 


Caesars  Entertainment 


Knight  Ridder 


Delta  Air  Lines 


Oriental  Land 


Leggett  &  Piatt 


Taisho  Pharmaceutical 


Deutsche  Boerse 


Bank  Leumi  Group 


Health  Net 


RANlNK  COMPANY 

92J11 
92912 
92313 
92414 
92915 
92616 
92717 
92918 
92919 
9302O 
93*21 
93322 
93323 
93^24 
93925 
00098 
7 
28 
9 
0 
1 
2 
3 

m 
35 
36 
37 

138 
937|39 
93^40 

93J»41 
94(,42 

9^43 
94^44 

9^45 
94^46 
94^47 
946,48 
94^49 
94^50 
94St51 

95q52 

953,53 

95^54 

95^55 
954 


PROFITS 
(SMIL) 


MARKET 
VALOE 
(SMIL) 


'4 


BPER-Emilia  Romagna 


W&W-Wustenrot 


Nippon  Mining 


Doral  Financial 


Reliant  Resources 


Banco  de  Chile 


Constellation  Brands 


Bangkok  Bank 


RJ  Reynolds  Tobacco 


Brookfield  Properties 


Whitbread  Holdings 


Krung-Thai  Bank 


Pinnacle  West 


Astoria  Financial 


Univision  Commun 


Maxim  Integrated 


US  Steel 


Cap  Gemini 


2.444 


7,568 


18.300 


3,587 


7,057 


864 


13,578 


11,227 


610 


3,324 


1,578 


5,267 


1,458 


2,825 


1,126 


2,952 


3,502 


1,177 


1,107 


1,187 


1,230 


9,328 


7,402 


160 


206 


299 


247 


240 


89 


185 


126 


-81 


31 


168 


-61 


321 


-3,781 


-1,999 


221 


210 


145 


-3,567 


298 


240 


186 


177 


234 


197 


1,108 


133 


345 


-406 


-540 


5,329 


9,545 


4,069 


4,090 


6,450 


7,729 


25,761 


5,819 


3,890 


4,712 


6,860 


4,704 


51.904 


3,452 


37,761 


56.444 


13,453 


6,110 


11,442 


10,394 


22,373 


16,624 


15,632 


5,624 


29,010 


9,677 


1.097 


5.537 


24.545 


9,113 


5,938 


22,458 


3,891 


8,013 


2,596 


7,831 


5,436 


3,608 


2,680 


8,215 


.10,513 


2,573 


3,143 


8,267 


9,629 


3,625 


3,612 


6,140 


359 


13,169 


1,209 


6,516 


4,660 


5,834 


7.104 


4,035 


2,805 


3,233 


2,943 


1,892 


2,344 


1,129 


3,573 


3,691 


180 


2,371 


3,653 


3.766 


3,847 


4,993 


4,737 


4,227 


3.364 


3,427 


3,171 


3,299 


BE 


UK 


US 


GE 


UK 


K0 


SA 


US 


US 


US 


JA 


JA 


US 


JA 


US 


JA 


GE 


US 


US 


GE 


JA 


SP 


US 


US 


us 


CH 


US 


TH 


US 


CA 


UK 


TH 


US 


US 


5,615  SA 


11,842 


17,316 


3,692 


US 


US 


US 


6,272  FR 


56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 
00 


•  •  • 

S  / 


COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

VALUE  , 
(SMIL) 

Legg  Mason 

1,777 

255 

6.814 

6.112 

Zimmcr  Holdings 

1,570 

326 

1.244 

18,741 

Rinker  Group 

2,823 

316 

3.796 

5.151 

Bankinter 

1.365 

167 

30  046 

3.257 

Abertis  Infraestruct 

800 

205 

6.784 

7,428 

AmBev 

2.069 

427 

3.057 

9.571 

Freeport  Copper 

2,212 

197 

4,718 

8,240 

Asustek  Computer 

3,310 

289 

2,679 

5,722 

Laboratory  Corp  Amer 

2.939 

321 

3,415 

5,581 

Johnson  Matthey 

6,831 

193 

3,198 

3.854 

Kone 

4,561 

165 

4,342 

4.017 

Paychex 

1,199 

304 

3,661 

13,168 

Micron  Technology 

3,513 

-956 

7,552 

9,585 

Kawasaki  Heavy  Inds 

10,487 

110 

9,631 

1,738 

WW  Grainger 

4,633 

228 

2.598 

4,414 

Metalurgica  Gerdau 

4,622 

435 

4.972 

1.004 

1KB 

3,656 

102 

39.587 

2.235 

PKN  Orlen 

4,414 

281 

3,988 

3,083 

Axis  Capital  Holdings 

1,367 

483 

5,254 

4,725  j 

Iberia 

4,712 

165 

4,850 

3,339] 

Associated  Banc-Corp 

980 

229 

15.248 

3,259] 

Radian  Group 

1,381 

386 

6  446 

4.321 

CDW 

4,665 

175 

1,312 

5,601 

Odakyu  Electric  Rail 

5,465 

74 

10,691 

3,718] 

St  Jude  Medical 

1,933 

339 

2.556 

12,767 

ProLogis 

734 

251 

6,369 

5,860] 

Unibail 

786 

353 

6,108 

4,731 

Phelps  Dodge 

4,143 

27 

7,268 

7,315] 

Friedman  Billings 

629 

201 

11,334 
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1020  CAESARS  ENTERTAINMENT 
Caesars  spent  $95  million  building  the 
Colosseum.  Celine  Dion  earns  $20  million 
a  year  to  perform  there. 
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1168  YAMAHA 
Pianos,  guitars  and  other 
instruments  are  expected  to  make 
up  55%  of  Yamaha's  2004  revenues. 
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The  right  software  can  transform  your 
infrastructure  into  an  on-demand  environment. 

The  best  way  to  survive  any  business  crisis  is  to  avoid  it  altogether.  That's  why 
our  management  software  is  designed  to  make  your  business  more  responsive 
than  ever.  It  lets  you  align  your  IT  to  fit  your  business  needs.  And  it's  seamlessly 
integrated.  As  a  result,  you  can  maximize  your  resources  and  increase 
profitability.  To  find  out  more  about  transforming  your  IT  environment  for 
business  success,  go  to  ca.com/management1. 


Computer  Associates® 


@  2003  Computer  Associates  International,  Inc.  (CA).  All  rights  reserved. 


In  the  1920s,  American  western  writer,  Zane  Grey,  attracted  the 
rich  and  famous  from  all  over  the  world  to  his  lodge  on  Urupukapuka 
Island  in  the  stunningly  beautiful  Bay  of  Islands.  Ever  since  then, 
New  Zealand  has  been  internationally  known  for  its  special  qualities. 

Grey  found  this  El  Dorado  -  his  perfect  place  -  in  a  country  where 
the  landscapes  were  pure  and  blessed  with  striking  natural  beauty. 

In  that  respect  nothing  has  changed.  New  Zealand,  as  a  place  to 
visit,  is  still  regularly  singled  out  as  one  of  the  hottest 
destinations  on  the  globe. 

Since  Zane  Grey's  day,  however,  the  lodges  of 
New  Zealand  have  made  a  massive  leap  ahead  in 
style  and  luxury  and  are  now  internationally 
recognized  as  some  of  the  best  accommodation  to  be 
found  anywhere. 

These  elegant  retreats  are  scattered  throughout 
the  two  main  islands,  situated  just  far  enough  away 
from  the  hustle  of  city  life.  They  offer  peace  in  the 
remarkable  and  diverse  scenery  of  this  subtropical 
country  in  the  South  Pacific.  Some  overlook  dramatic 
stretches  of  sea  and  sand;  others  are  located  among 
rolling  emerald  hills  or  look  out  onto  richly  forested 
mountain  valleys. 

New  Zealand's  luxury  lodges  are  small  and  intimate,  ranging  from 
four  to  20  bedrooms,  but  they  are  big  on  comfort  and  hospitality.  In 
these  luxurious  properties  and  idyllic  surroundings  guests  are 
encouraged  to  feel  at  home. 


— ■  .r. 
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The  first  of  New  Zealand's  lodges  was  the  central  North  Island's 
Huka  Lodge,  just  upstream  from  the  famous  Huka  Falls  on  the 
Waikato  River,  and  two  miles  from  Lake  Taupo.  An  itinerant  angler 
discovered  this  striking  spot  in  the  1930s.  He  built  a  tented  fishing 
lodge  that  became  legend  in  the  game  fishing  circles  of  the  world.  Today 
Huka  Lodge  is  a  five-star  trout-fishing  lodge  where  fishing  isn't  the 
only  world-class  feature.  The  setting  is  so  peaceful,  the  lodge  so  imbued 
with  comfort  and  quality  that  many  people  go  there 
just  to  find  the  perfect  antidote  to  urban  overload. 

Paradise  can  be  found  on  the  doorsteps  of 
Blanket  Bay,  a  magnificent  lodge  on  the  shore  of  the 
picture-postcard  Lake  Wakatipu,  near  Queenstown. 
Here  the  art  of  pampering  in  an  unsullied  natural 
environment  has  been  perfected.  The  lodge  is  noted 
for  its  elegance,  genuine  hospitality  and  excellent 
cuisine.  From  its  rooms  and  balconies  are  glorious 
views  of  blue  water  and  the  looming  peaks  of  the 
Southern  Alps. 

Another  place  that  is  accumulating  accolades  is 
the  stunning  Wharekauhau  Country  Estate.  Located 
on  a  sheep  station  north  of  Wellington,  this 
Edwardian-styled  mansion  offers  charm  and  comfort 
in  the  whitewashed  walls  of  its  cottages.  Here  guests  encounter  the 
more  rugged,  remote  beauty  of  New  Zealand  -  the  black  volcanic  sand 
beaches  of  Palliser  Bay,  miles  of  undulating  hills  and  cloud-capped 
peaks  of  the  Rimutaka  Ranges. 


New  to  the  lodge  scene  in  New  Zealand  are  places  such  as 
Maungatautari  Lodge  which  has  been  built  among  the  lush  grasslands 
of  a  well-known  horse  stud  area.  It  is  only  an  hour's  drive  from  the 
thermal  regions  of  Rotorua.  Situated  on  a  40-acre  farm,  which  has 
its  own  thoroughbred  breeding  operation,  the  lodge  overlooks 
Lake  Karapiro. 

Lake  Rotoroa  Lodge  affords  guests  the  rare  opportunity  of  staying 
on  the  edge  of  the  Nelson  Lakes  National  Park  among  the  spectacular 
alps  of  the  South  Island.  The  area  is  regarded  as  one  of  the  finest 
brown  trout  fisheries  in  the  world.  The  lodge  was  built  in  the  early  part 
of  the  20th  century  but  has  been  meticulously  restored. 

Another  recent  addition,  opened  in  2002,  is  Fiordland  Lodge, 
overlooking  the  shores  of  Lake  Te  Anau  and  close  to  Milford  Sound. 
The  lodge  has  wide  vistas  over  rolling  pastureland  and  the  wild 
mountains  of  Fiordland  National  Park.  There's  a  trout-fishing  guide 
on-site  and  fine  New  Zealand  cuisine  is  served  in  the  main  lodge  with 
its  expansive  spaces  and  large  river  stone  fireplace. 


Set  in  Hawke's  Bay,  one  of  the  North  Island  s  top  wine  and 
fruit  growing  areas,  is  an  historic  landmark  homestead,  now  called 
Greenhill  -  The  Lodge.  This  grand  Victorian  mansion  with  its  viewing 
tower  and  vast  gardens  has  undergone  a  complete  makeover  to 
become  one  of  the  most  luxurious  accommodations  in  the  region. 

Acacia  Point  Lodge  is  set  on  a  clifftop  on  the  western  edge  of  a 
lake  that  is  arguably  one  of  the  finest  outdoor  recreation  areas  in  the 
country.  Guests  relax  in  the  quiet  surroundings  and  yet  they  are  only 
five  minutes  drive  from  Taupo  township  in  the  center  of  the  North 
Island.  Four  spacious  guest  suites  are  surrounded  by  park-like 
gardens  with  ponds  and  mature  trees  and  the  outlook  over  the  lake  is 
superb.  The  cuisine  is  a  specialty. 

Savvy  golfers  from  around  the  world  head  for  the  resort  courses  of 
New  Zealand  where  they  can  stay  in  top  accommodation  and 
challenge  their  golfing  skills  in  some  dazzling  environments. 


One  of  the  best  known  is  Kauri  Cliffs  in  the  Bay  of  Islands,  Northland. 
Sixteen  guest  suites  are  built  on  the  edge  of  a  native  forest  with 
course  and  ocean  views  and  access  to  private  swimming  beaches.  The 
main  lodge  incorporates  180-degree  views  over  sea  and  forest.  The 
championship  course  is  a  72-par  and  fifteen  of  the  holes  have 
wonderful  outlooks  over  the  Pacific  Ocean. 

An  experience  of  New  Zealand  is,  of  course,  much  more  than  the 
places  people  choose  to  stay.  New  Zealand  wineries  produce  wine  that 
rivals  the  best  in  the  world.  Restaurants  -  some  sophisticated,  some 
charming  -  are  renowned  for  their  creative  and  eclectic  menus  using 
local  produce,  fresh  from  the  land  and  sea. 

And  perhaps  most  importantly,  Kiwis  enthusiastically  welcome 
visitors  and  are  proud  to  share  the  natural  wonders  and  bounty  of 
their  island  nation. 

For  more  information  visit  newzealand.com 
or  call  Best  of  New  Zealand  at  (800)  528-6129. 
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5,891 


2,907 


7,475 


645 


4,791 


8,621 


1,395 


4,169 


6,012 


2,925 


4,242 


4.357 


3,182 


2.084 


3.870 


11,416 


3.349 


7,927 


1,818 


1,788 


5,800 


1,973 


1,537 


4,802 


503 


5,812 


9,490 


3,437 


1,763 


5,814 


3,274 


3,553 


792 


1,065 


758 


3,597 


2,411 


3.957 


204 


-445 


345 


129 


124 


169 


-274 


70 


196 


-211 


144 


-1,993 


-82 


334 


37 


-965 


146 


43 


209 


207 


170 


38 


-1.221 


23 


-2,278 


281 


245 


-273 


288 


74 


136 


160 


-4,446 


il 


383 


218 


-471 


125 


201 


132 


95 


-121 


203 


-1,651 


3,468 


7,068 


3,144 


6,125 


8,537 


3,852 


7.094 


7,123 


6,091 


9,188 


9,289 


21,451 


11,172 


1,881 


5.321 


9,912 


3,775 


4,101 


3,818 


2,848 


2,293 


10,649 


8,614 


9,455 


6,504 


14,054 


2.882 


6  245 


4.006 


66.845 


5,279 


2.240 


14,158 


4,821 


2,787 


17,534 


13,841 


25,008 


4.398 


2,063 


3,988 


21,017 


8,332 


3,445 


9,407 


1  207adobe  systems 

Microsoft  should  be  jealous:  Adobe's  Photoshop 
has  a  commanding  8 1  °/o  of  the  digital  imaging 
market,  according  to  research  firm  IDC. 


(Adobe 

I  Photoshop  7.0 


See  page  2I2  for  country  codes.  See  page  224  for  footnotes 
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2:07PM  LOG  INTO  HOTSPOT2:08PM 
NETWORKSECURESTHIN  AIR  2:09PM 
TRANSMIT  FILESTHROUGH  THIN  AIR 
2:25PM  UPDATE  PURCHASE  ORDER 
2:35PM  EXPENSE  COFFEE  ORDER 

The  more  freedom  you  give  employees  to  work  anywhere,  the  more  you  can  achieve.  That's  good.  But,  at  the  same  time,  the  more  you  expose 
yourself  to  intruders  and  worms.  That's  not  so  good.  How  far  can  a  network  travel  to  protect  your  office?  Now,  the  answer  is  everywhere.  Cisco 
networks,  with  integrated  wireless  security,  protect  mobile  workers  who  constantly  move  outside  the  safety  of  the  corporate  network.  So 
information  is  secured.  No  matter  where  it  exists.  To  learn  more  about  how  Cisco  can  help  plan,  design  and  implement  your  network  security, 
visit  cisco.com/securitynow.  SELF-DEFENDING  NETWORKS  PROTECT  AGAINST  HUMAN  NATURE. 


&2004  Cisco  Systems,  Inc.  All  rights  reserved.  Cisco,  Cisco  Systems,  Cisco  IOS,  and  the  Cisco  Systems  logo  aro  registered  trademarks 
or  trademarks  of  Cisco  Systems,  Inc.  and/or  its  affiliotes  in  the  U.S.  and  certain  other  countries. 


Rankings  1281-1370 


RANK 

COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 
(SMIL) 

w  RANK 

COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE  6 
(SMIL)  fe 

1281 

Hochtief 

12,613 

46 

7,511 

1,847 

GE 

Kelda  Group 

1,076 

199 

7,104 

3,155 

1282 

Pactiv 

3.138 

195 

3,706 

3,406 

US 

Avalonbay  Communities 

616 

238 

4.966 

3,554 

1283 

Bank  of  Greece 

581 

146 

36,743 

1,418 

GR 

32i 

Webster  Financial 

891 

163 

14  569 

2,?79 

1284 

Mediolanum 

2,343 

86 

8,113 

5,315 

IT 

32! 

Amerlls  Group 

1,680 

162 

21.542 

1,474 

1285 

Nippon  TV  Network 

2,845 

172 

3,979 

.  3.752 

JA 

33( 

Dainippon  Ink  &  Chems 

8,139 

20 

8.552 

1,668 

1286 

Punjab  National  Bank 

1.912 

198 

18,541 

1,625 

IN  ' 

33] 

China  Resources  Ent 

3,695 

180 

3.638 

2,838 

1287 

Advanced  Info  Service 

265 

2,924 

6,800 

TH  ' 

332 

IKON  Office  Solutions 

4,711 

116 

6.640 

1,740 

1288 

Sekisui  Chemical 

6,766 

79 

6,035 

2,710 

JA 

Alps  Electric 

5.091 

148 

4.003 

2,304 

1289 

Korean  Air 

5,443 

80 

11,828 

1,039 

K0 

33< 

Imerys 

3.007 

151 

3.798 

3.587 

1290 

Pioneer  Natural  Res 

1,299 

395 

3,952 

3,682 

US 

33! 

Nikon 

3.967 

-69 

4.734 

4.853 

1291 

Plum  Creek  Timber 

1,185 

192 

4,387 

5,484 

US 

33( 

Smithfield  Foods 

7,987 

69 

5,012 

2.762 

1292 

Thornburg  Mortgage 

590 

177 

19,119 

2.200 

US 

33- 

Funai  Electric 

2,804 

163 

1,605 

4,697 

1293 

Gecina 

308 

137 

7,553 

4,446 

FR 

33( 

RR  Donnelley  &  Sons 

4,745 

127 

3,194 

3.309 

1294 

PMI  Group 

892 

294 

4,791 

3,475 

US 

33! 

T  Rowe  Price 

995 

227 

1,547 

6.541 

1295 

Toll  Brothers 

2,759 

260 

3,787 

3,036 

US 

Sky  Financial  Group 

844 

157 

12,896 

2.511 

1296 

Bidvest  Group 

6,298 

185 

1,917 

2,427 

SA 

|  Daiichi  Pharma 

2,724 

115 

4,221 

4.787 

I 


1306  ESSILOR  INTERNATIONAL 
This  French  manufacturer  of 
corrective  lenses  files  for  1 50 
to  200  new  patents  a  year. 


M 

1297 

Kesa  Electricals 

5,642 

162 

2,810 

2,722 

UK 

1342 

Franz  Colruyt 

3,422 

146 

1,381 

3,959 

1298 

XTO  Energy 

1,188 

287 

3,611 

5,215 

US 

1343 

Wipro 

903 

178 

885 

8  379 

1299 

Petrol  Ofisi 

6,362 

228 

3,231 

1,193 

TU 

1344 

Bank  of  India 

1,586 

183 

16,160 

723 

1300 

Hermes  International 

1,305 

226 

1,641 

7,575 

FR 

1345 

Triad  Hospitals 

3.809 

131 

4,484 

2.651 

1301 

Omron 

4,527 

4 

4,256 

5,437 

JA 

1346 

Premcor 

8,804 

117 

3,715 

2,262 

1302 

Jabil  Circuit 

5,170 

77 

3,517 

5,720 

US 

1347 

Arrow  Electronics 

8,089 

9 

5,036 

2,668 

1303 

Lend  Lease 

6,345 

-482 

4,793 

3.475 

AU 

1348 

Mitchells  &  Butlers 

2,517 

208 

6,290 

2.232 

1304 

Tiipras-Turkiye  Petrol 

7,757 

174 

3,008 

2,260 

TU 

1349 

Aareal  Bank 

2,285 

91 

39.140 

1,144 

1305 

LG  Corp 

4,149 

110 

7,476 

2.334 

K0 

1350 

Sonae  SGPS 

6.592 

-59 

8,185 

2.195 

1306 

Essilor  International 

2,246 

192 

2,267 

6,168 

FR 

1351 

Diamond  Lease 

4,505 

75 

13,551 

1,697 

1307 

Duke  Realty 

745 

177 

5,555 

4,433 

US 

1352 

Enterprise  Inns 

800 

207 

4,559 

3.942 

1308 

AU  Optronics 

2,184 

174 

3,675 

5,905 

TA 

1353 

Coca-Cola  Amatil 

2,528 

146 

4.326 

3,625 

1309 

Brunswick 

4,129 

135 

3.603 

3,410 

US 

1354 

Coach 

1,122 

199 

861 

7,040 

1310 

Smith  International 

3,595 

125 

3,097 

5,052 

JUS^ 

1355 

Check  Point 

433 

244 

1.709 

5.821 

1311 

ITC 

1.299 

289 

1,798 

5,810 

IN 

1356 

Hillenbrand  Inds 

2,042 

138 

5,412 

4,332 

1312 

Dogan  Holding 

5,640 

95 

7,771 

1,345 

TU 

1357 

KLM 

7.064 

-203 

8,755 

1.000 

1313 

Scor 

4,805 

-478 

14,957 

1,697 

FR 

1358 

Bank  of  Baroda 

1,608 

176 

16,482 

1,617 

1314 

Acer 

3,098 

250 

3.144 

3,205 

TA 

1359 

Hachijuni  Bank 

1,357 

75 

48,169 

2,915 

1315 

Level  3  Communications 

3.946 

-716 

8,293 

3,249 

US 

1360 

Persimmon 

2,755 

284 

2.853 

2,990 

1316 

Barratt  Developments 

3,594 

342 

3,159 

2  385 

UK 

1361 

Flagstar  Bancorp 

971 

254 

10,570 

1,437 

1317 

Universal  Health 

3,530 

197 

2,436 

3,255 

US 

1362 

Adolph  Coors 

3,958 

159 

4,287 

2,342 

1318 

Brisa 

512 

224j 

4,318 

4,420 

P0 

1363 

Hasbro 

3,012 

161 

3.248 

3,807 

1319 

Helvetia  Patria 

4,161 

-262 

18.883 

1.010 

sz 

1364 

Aker  Kvaerner 

6,302 

126 

4.307 

914 

1320 

Infosys  Technologies 

767 

201 

753 

7.908 

IN 

1365 

Clariant 

6,390 

-469 

5.905 

2,616 

1321 

Boise  Cascade 

7.694 

16 

5.067 

2,901 

US 

1366 

Dollar  Tree  Stores 

2.895 

180 

1,493 

3,780 

1322 

KKPC-Korea  Kumho 

6.506 

-20 

10.530 

137 

K0 

1367 

Banca  Carige 

1,010 

70 

16.098 

4,433 

1323 

Brinker  International 

3,474 

175 

2,024 

3.533 

US 

1368 

BOK  Financial 

873 

158 

13,582 

2,330 

1324 

Thai  Airways  Intl 

3,361 

311 

4,059 

2,034 

TH 

1369 

Slough  Estates 

471 

158 

6,813 

3,423 

1325 

Banca  Pop  di  Lodi 

2,455 

32 

37.742 

2,477 

IT 

1370 

Industrivarden 

566 

503 

2,553 

3,449 

See  page  212  for  country  codes.  See  page  224  for  footnc 
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PRIMEPOWER  servers. 
Designed  for  the  business  that  never  stops. 


D Outstanding  availability  and  highly  rated  service  and 
support  mean  your  business  will  be  up  and  running.  These 
days,  availability,  performance,  and  reliability  are  everything. 
As  you  look  to  improve  enterprise  uptimeand  increase  service 
levels,  you  need  to  demonstrate  measurable  short-term  return 
on  investment.  Enter  the  Fujitsu1'  PRIMEPOWER"'1  line  of  Solaris'~-compatible 
servers.  From  single  CPU,  rack-mounted  servers  to  enterprise-ready 
systems  that  scale  to  1 28  CPUs  in  data  center  applications,  we've  got 
you  covered.  With  superb  reliability,  industry-leading  performance,  and 
service  that  wins  customer  praise,  PRIMEPOWER  servers  can  dramatically 
boost  the  efficiency  of  your  business.  See  why  so  many  successful 
companies  trust  their  businesses  to  the  infinite  power  of  Fujitsu.  Get  your 
copy  of  our  FREE  white  paper,  Experiences  of  Enterprise  Customers, 
at  www.computers.us.fujitsu.com/ad/primepower  or  call  (877)  905-3644. 


FUJITSU 

THE    POSSIBILITIES    ARE  INFINITE 


©2003  Fujitsu  Computer  System  Corporation.  Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  and  PRIMEPOWER  is  a  trademark  or  registered  trademark  of  Fujitsu  Limited  in  the  United  States  and 
other  countries.  Solaris  is  a  trademark  or  registered  trademark  of  Sun  Microsystems.  Inc..  in  the  United  States  and  other  countries.  For  more  information  on  PRIMEPOWER  servers'  performance,  visit 
www.ftsi.  Fujitsu,  com/services/product  s/primepower/pertormance.htmlflbenchmarks 


6. 
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RANK 

COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 

(SMIL) 

RANK 

COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 

(SMIL) 

1371 

4.543 

■EE 

2,066 

( 

IE 

1 

416 

Alitalia  Group 

4.976 

98 

6,028 

1,283 

1372 

Hagemeyer 

8,764 

138 

3,387 

1,191 

\ 

IE 

1 

417 

Kuraya  Sanseido 

 *  T  -  

10.782 

42 

5,266 

1,728 

1373 

Banque  Nat  Belgique 

1.606 

112 

39,503 

1,516 

E 

IE 

1 

418 

Brother  Inds 

3.457 

187 

2,689 

2,755 

1374 

Apartment  Investment 

1,533 

128 

10,183 

3.100 

I 

S 

1 

419 

Medlmmune 

1,054 

183 

2,795 

6,442 

1375 

KLA-Tencor 

1,269 

138 

3,072 

.10.667 

c 

3 1420 

ITV 

2,359 

25 

3  990 

10,794 

1376 

Oneok 

2.706 

231 

5,549 

1,822 

I 

S 

1 

421 

New  Century  Financial 

976 

245 

8.893 

1,717 

1377 

Espirito  Santo  Finl 

2,601 

-47 

47,887 

942 

L 

u 

422 

Chang  Hwa  Com  Bank 

1.383 

-712 

34,689 

2,826 

1378 

Groupe  Bruxelles 

317 

-250 

7,963 

7.863 

E 

E 

423 

Amdocs 

1,572 

190 

2,826 

6,071! 

1379 

Vendex  KBB 

5,078 

217 

2,394 

1,528 

\ 

E 

424 

Amvescap 

2,068 

-31 

7,340 

6.204 

1380 

HDFC-Housing  Devel 

651 

155 

6,081 

3,653 

1 

N 

425 

US  Airways  Group 

5,504 

NA 

8,580 

238 

1381 

Citizens  Commun 

2.550 

89 

7,704 

3,507 

I 

S 

426 

Orient 

2,543 

-866 

34  551 

1,537 

1382 

Lyondell  Chemical 

3,801 

-302 

7,633 

3,033 

I 

s 

427 

Amadeus  Global  Travel 

2,426 

201 

1,345 

3,600 

1383 

Nippon  Meat  Packers 

7,699 

37 

5,070 

2,545 

i 

A 

428 

Schindler  Holding 

5,707 

6 

3,562 

3,886 

1384 

Altera 

827 

155 

1,488 

8,457 

I 

S 

429 

Placer  Dome 

1,206 

124 

3,957 

7,034 

1385 

Barnes  &  Noble 

5.585 

133 

3,548 

2.427 

L 

S 

1 

430 

Westfield  Holdings 

742 

194 

2,082 

5,7911 

1386 

SAS  Group 

7,481 

-15 

7,517 

1,531 

S 

w 

1 

431 

Watson  Pharma 

1,458 

203 

3,283 

5,302 

1416  ALITALIA  GROUP 

Marco  Zanichelli  has  one  of  the  toughest  jobs 
in  Europe:  cutting  costs  in  a  state-controlled 
firm  with  22,000  employees  who  can  vote. 


.387 

Joyo  Bank 

1,230 

70 

56,682 

2,713 

JA 

14 

32 

Shoppers  Drug  Mart 

2  557 

133 

1,982 

5,152 

.388 

Colonial  BancGroup 

912 

147 

15,835 

2,186 

US 

14 

33 

International  Power 

1,155 

182 

6,472 

2,827 

389 

Rhodia 

6.951 

-4 

7.370 

819 

FR 

14 

34 

Tiffany 

1,887 

194 

2,292 

5,714! 

390 

McCormick  &  Co 

2,270 

213 

2,148 

4,212 

US 

14 

35 

Signet  Group 

2.649 

212 

2,000 

3,163 

391 

Nippon  Shinpan 

2.618 

8 

41,777 

965 

JA 

36 

Sacyr-Vallehermoso 

875 

218 

3,751 

4.093 

392 

Maxis  Communications 

992 

250 

1,658 

5,170 

MA 

37 

Cattolica  Assicurazio 

3,872 

60 

12,732 

1,994 

393 

Steel  Auth  of  India 

3.697 

-97 

4.942 

4,310 

IN 

38 

Daily  Mail  &  General 

3,216 

101 

3,089 

5,224 

394 

Valley  Natl  Bancorp 

606 

153 

9,866 

2,662 

US 

39 

SMC 

1,749 

130 

3,565 

7,531 

395 

Fuji  Electric 

7,042 

33 

7,726 

1,554 

JA 

40 

Coca-Cola  Femsa 

1,699 

247 

1,560 

4,519 

396 

Thermo  Electron 

2.097 

200 

3,389 

4,634 

US 

41 

TECO  Energy 

2,955 

-905 

10.462 

2,778 

397 

Crown  Holdings 

6,583 

-250 

8,018 

1,533 

US 

42 

Peninsular  &  Oriental 

4,309 

-289 

5,742 

2,934 

398 

Rank  Group 

2,358 

220 

2,794 

3,670 

UK 

43 

Seiyu 

9,653 

-769 

5,267 

2,023 

399 

Whole  Foods  Market 

3,343 

117 

1,276 

4,514 

US 

44 

Cesky  Telecom 

1,757 

142 

5,197 

3.944 

400 

PeopleSoft 

2.267 

85 

4,225 

8,200 

US 

45 

Imperial  Holdings 

4.319 

198 

2.858 

2,185 

401 

Hiroshima  Bank 

1,089 

89 

47,695 

2,318 

JA 

14 

46 

Circuit  City  Stores 

9,689 

-91 

4,406 

2,306 

402 

Hanwha  Chemical 

2,845 

29 

28,775 

945 

K0 

14 

47 

Benq 

3,184 

214 

2,355 

2,612 

403 

Bank  of  Fukuoka 

1,354 

65 

58,634 

2,632 

JA 

14 

48 

Ono  Pharmaceutical 

1,142 

218 

2,943 

4.999  • 

404 

Technip-Coflexip 

4.677 

-31 

5,444 

3,072 

FR 

14 

49 

Hyundai  Merchant  Mar 

4,271 

125 

4,852 

986  1 

405 

CarMax 

4,256 

113 

993 

3,549 

US 

50 

Federal-Mogul 

5,490 

-181 

8.052 

25  1 

406 

Energizer  Holdings 

2,472 

199 

2,827 

3,715 

US 

51 

Severstal 

2,236 

186 

3,195 

4,179  1 

407 

Dillard's 

7.688 

30 

7,015 

1,416 

US 

52 

Gudang  Garam 

2,345 

234 

1,731 

3,252 

408 

Wiener  Stadtische 

3,577 

-18 

11.709 

2,387 

AS 

53 

PepsiAmericas 

3,237 

158 

3,582 

2,742  1 

409 

Kumho  Industrial 

5,420 

-70 

9,262 

98 

KO 

54 

Hovnanian  Enterprises 

3,202 

257 

2,332 

2,332  j  I 

410 

Pakistan  Telecom 

1.231 

405 

2.353 

3,501 

PK 

55 

Markel 

2.092 

123 

8,532 

2,65411 

411 

Tech  Data 

16.499 

-238 

3,998 

2,304 

US 

56 

New  World  Development 

2.700 

-617 

14,975 

2,470  1 

412 

Annaly  Mortgage  Mgmt 

337 

180 

12,990 

1,944 

US 

57 

IndyMac  Bancorp 

957 

164 

12,067 

1,891  I 

413 

Kawasaki  Kisen  Kaisha 

5,353 

88 

4,282 

2.747 

JA 

58 

Phoenix  Cos 

2,565 

-35 

27,559 

1,265  I 

1 

_ 

414 

KT&G 

1,712 

294 

3,337 

3,949 

K0 

59 

Credit  Saison 

1,796 

-51 

10,767 

4.738 

415 

Ryanair  Holdings 

918 

261 

2,687 

4,708 

IR 

! 

60 

Barloworld 

4.983 

164 

3,337 

2,045  S 
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Cingular  proudly  powers  more  wireless 
email  devices  than  any  other  carrier. 

One  doesn't  become  the  largest  provider  of  wireless 
email  in  the  country  without  a  few  notable  achievements. 
For  starters,  we've  been  providing  wireless  email  to  the 
world's  most  prominent  companies  for  more  than  a 
decade  -  longer  than  any  other  wireless  provider.  And 
we  have  the  most  experienced  BlackBerry®  in-house 
BLACKBERRY    support  staff  to  assist  you.  Clients  count  on  our  expertise, 
dependability,  and  innovation  to  support  their  businesses.  No  wonder 
Cingular  easily  gets  more  thumbs  up.  And  keeps  them  there. 


X  cingular 

fits  you  best 


1-866-612-5880 
www.cingular.com 


The  RIM  and  Black8erry  families  of  related  macks,  images,  and  symbols  are  the  exclusive  properties  of  and  trademarks  or  registered  trademarks  of  Research  In  Motion.  Limited  use  by  permission.  RtM  and  Research  in  Motion  are  registered 
with  U.S.  Patent  and  Trademark  Office  and  may' be  pending  or  registered  in  other  countries.  The  graphic  icon  and  Cingular  Fits  You  Best  are  service  marks  of  Cingular  Wireless  LLC  ©2004  Cingular  Wireless  LLC.  All  rights  reserved. 


Rankings  1461-1550 


RANK  COMPANY 


MARKET 

SALES  PROFITS  ASSETS  VALUE 
(SMIL)     (SMIL)     (SMIL)  (SMIL) 


Nippon  Electric  Glass 


Michaels  Stores 


SEM-Samsung  Electro 


First  BanCorp 


StanCorp  Financial 


Buhrmann 


US  Commercial 


Oki  Electric  Industry 


Kerry  Group 


Chesapeake  Energy 


Alberto-Culver 


Hammerson 


Credito  Emiliano 


Applera-Applied  Bio 


Genzyme-General 


Nurnberger  Beteilig 


Outback  Steakhouse 


CH  Robinson  Worldwide 


Grupo  Mexico 


BCV  Group 


LG  International 


Bank  of  Hawaii 


Daewoo  Ship  &  Marine 


Grupo  Televisa 


Fulton  Financial 


Noble  Corp 


Beckman  Coulter 


H  Lundbcck 


Eurotunnel 


Williams-Sonoma 


Ryland  Group 


Singapore  Press 


Nok 


1,187 


1,979 


22,568 


2,579 


641 


2,942 


573 


2,057 


2,079 


573 


1,936 


987 


2,626 


2,193 


1,342 


1,011 


5,928 


3,161 


2,609 


3,444 


512 


Owens  Corning 


Inchcape 


2,519 


4,895 


5,497 


199 


-87 


-27 


166 


124 


114 


-869 


183 


80 


-995 


135 


218 


179 


-100 


-31 


138 


185 


166 


184 


207 


179 


-2,833 


69 


135 


242 


216 


106 


33 


123 


2,675 


4,257 


2,026 


7,010 


10,648 


19,994 


2,063 


4,327 


15,968 


1,398 


14,616 


8,291 


25,272 


1,631 


2,698 


6,443 


9,462 


2,983 


857 


23,457 


5,446 


9,767 


3,217 


3,189 


2,695 


2,558 


1,299 


14,875 


4,848 


13,673 


1,373 


2,008 


1,923 


2,398 


7,205 


1,987 


3,215 


2,737 


1,664 


1,975 


1,343 


2,687 


3,384 


2,793 


3,754 


3,388 


2,232 


2,018 


4,824 


12,413 


926 


3,406 


2,164 


3,359 


3,492 


2,722 


4,605 


IT  p      3  Amer  Power  Conversion 


Network  Appliance 


Expeditors  Intl 


Kawasho 


Ispat  International 


;  J  Barr  Pharmaceuticals 


Polo  Ralph  Lauren 


CR  Bard 


Synopsys 


MXE     J  Sage  Group 


Holmen 


SZ  E     j]  BorgWarner 


448 


13 1529 


Mandalay  Resort  Group 


3,802 


2,472 


2,479 


5,187 


2,505 


6.424 


2,362 


4,459 


5,319 


3,053 


Tata  Iron  &  Steel 


Chugoku  Bank 


Atos  Origin 


Randstad  Holding 


LandAmerica  Financial 


Pilkington 


•  Louisiana-Pacific 


Harman  International 


Iscor 


SP  E     J  Sapporo  Hokuyo 


3,355 


13 1540 


Waters 


5,024 


3,2958 


2,327 


1,340 


3,835 


1,937 


4,117 


5,350 


25 


2,250 


Neiman  Marcus  Group 


Empire 


Varian  Medical  System 


MONY  Group 


Pusan  Bank 


Tokyu  Land 


Independence  Commun 


Legend  Group 


Boral 


E^jfc2J  Sigma-Aldrich 


1,006 


120 


1,444 


2,625 


122 


1,041 


1,465 


177 


1,806 


9,786 


31 


4,219 


5,995 


73 


5,635 


1,147 


157 


1,213 


2,523 


168 


2,131 


1,433 


169 


1,692 


1,177 


150 


2,307 


932 


173 


2,041 


2,197 


202 


3,661 


3,069 


175 


3,030 


2,102 


131 


4,729 


1,924 


217 


2.687 


978 


34 


46.103 


3,811 


74 


3,002 


5,718 


60 


1,461 


3,244 


234 


2,157 


3,814 


107 


4,283 


2,300 


280 


3.199 


2,335 


115 


1,736 


2,553 


336 


2,463 


1,370 


18 


55,895 


958 


171 


1,131 


3,189 


137 


2.166 


7,409 


107 


3,152 


1,102 


139 


1,079 


2,320 


37 


21,322 


907 


124 


12,425 


4,303 


44 


7,478 


553 


137 


9.547 


2,594 


130 


866 


2,582 


191 


2,654 


1,298 


193 


1.548 


1497  EUROTUNNEL 

Four  hundred  trains  a  day  under  the  Channel 
and  $2.2  billion  in  debt  restructuring 
still  haven't  put  this  firm  in  the  black. 


See  page  212  for  country  codes.  See  page  224  for  footnotes. 
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Focus  on  giving 
the  presentation... 
Not  on  carrying  it. 

If  you  give  presentations,  you  know  that  style 
and  substance  aren't  the  only  concerns.  The 
projector,  the  laptop,  the  notes  -  the  logistics 
of  getting  it  all  there  is  as  complicated  as  the 
presentation  itself.  But  now,  thanks  to  the 
new  SanDisk  Cruzer™  Mini,  those  days  are 
long  gone.  At  under  half  an  ounce,  the  Cruzer 
Mini  goes  anywhere,  and  with  up  to  256MB  of 
flash  memory,  it  takes  a  lot  with  it.  Hi-Speed 
USB  2.0  certified,  SanDisk's  Cruzer  Mini  lets 
you  transfer  data  faster  than  ever  before,  and 
because  of  its  thin  profile,  it  only  needs  a 
single  USB  slot  -  freeing  up  your  other  USB 
slot  for  additional  devices.  Just  drag,  drop, 
and  go.  It's  all  about  convenience.  No  extra 
hardware,  no  extra  weight. 

So  whether  your  presentation's  down  the^hall 
or  across  the  country,  you  can  take  your  files 
with  you  wherever  you  go  -  desktop  to 
laptop,  office  to  conference  room,  here 


to  there. 


wtifj 


13 


SanDisk  and  the  SanDisk  logo  are  registered  trademarks  and  Cruzer  is  a 
trademark  of  SanDisk  Corporation.  Other  brands  and  products  are  trademarks 
of  their  respective  holders.  ©  2003  SanDisk  Corporation.  All  rights  reserved. 


For  more  information  on 
SanDisk  Cruzer  Mini,  visit 
www.sandisk.com/executive 


of  tv^ 

©2004  PGA  TOUR,  Inc. 


OVER  2,000  CHARITIES,  A  MILLION  STORIES,  ONE  GOAL 

The  PGA  TOUR's  leading  scorer  averaged  68.4.  And  the  biggest  hitter  routinely  drove  the  ball 

over  321  yards.  But  the  number  diat  mattered  most  last  year  was  the  $83  million  that  the  PGA  TOUR 

and  its  tournaments  gave  to  over  2,000  charities,  touching  countless  lives  along  the  way. 


D  Nationwide 
Tour 


Champions 

TOUR 


Rankings  1551-1640 


RANK  COMPANY 


PROFITS 
(SMIL) 


MARKET 
VALUE 
(SMIL) 


JL 


Ssangyong  Motor 

2.881 

270 

1,852 

874 

K0 

r  i 

Vedior 

7,509 

-243 

1.796 

2,785 

NE 

UTStarcom 

1.964 

202 

2.227 

3.502 

US 

Storebrand 

2.288 

-129 

21,357 

1,861 

NO 

Indl  Dev  Bank  India 

1,564 

108 

15,486 

•1,081 

IN 

Potash  Saskatchewan 

2.638 

-135 

4,567 

4,367 

CA 

Finansbank 

1,374 

163 

8.340 

462 

TU 

j 

Hokugin  Financial 

1026 

20 

46,649 

1,283 

JA 

Agri  Bank  Greece 

1,063 

24 

17,479 

2,702 

OR 

SNCF  Participations 

6,695 

-23 

4,725 

553 

FR 

Microchip  Technology 

667 

123 

1,582 

6,289 

US 

:  i 

Aracruz  Celulose 

1,060 

301 

2,767 

2,869 

BR 

77  Bank 

987 

70 

44,084 

2.061 

JA 

Manor  Care 

3,029 

119 

2,397 

3,216 

US 

AG  Edwards 

2,314 

126 

4.180 

2.988 

US 

Puma 

1,603 

225 

527 

3,398 

GE 

596 
597 
598 
599 
600 
601 
602 
603 
604 
605 
606 
607 
608 
609 
610 
611 


COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

VALUE  ( 
(SMIL) 

Developers  Div 

429 

178 

3,918 

3,125 

Provident  Financial  Group 

1,590 

93 

17.608 

1,703  l 

BJ's  Wholesale  Club 

6.510 

103 

1,703 

1,672  1 

Cullen/Frost  Bankers 

585 

128 

9.652 

2,119  1 

Hyundai 

15,109 

-152 

829 

52. 

Kanematsu 

7,098 

19 

4,282 

472  . 

Advance  Auto  Parts 

3.424 

104 

2,011 

3.093  1 

Perodua 

2,440 

300 

2,122 

1.416  \ 

Nanto  Bank 

785 

50 

34,495 

1,161  , 

Reebok  International 

3.485 

157 

1,990 

2,214 

Bilfinger  &  Berger 

4,157 

120 

3.740 

1,345 

Investors  Financial 

582 

92 

9,225 

2,795 

Daishi  Bank 

686 

24 

34.294 

1.339 

Danisco 

2,491 

150 

3.956 

2,465 

Japan  Securities  Fin 

242 

15 

34,104 

531 

UBE  Industries 

4,345 

69 

6,249 

1,322 

1566  PUMA 

Sports  lifestyle  purveyor 
added  11  boutiques  last 
year;  the  goal  is  40  by  2004. 


567 

Voestalpine 

4,784 

85 

4,840 

1,905 

568 

M6-Metropole  Tele 

1,480 

166 

1,204 

4,373 

o 

569 

Daegu  Bank 

996 

111 

13,875 

713 

K0 

570 

NCC  Group 

5,203 

95 

4,056 

745 

SW 

571 

Cimpor 

1,384 

185 

3,357 

3,675 

P0 

572 

Maytag 

4,792 

120 

3,024 

2,204 

US 

573 

USG 

3,666 

138 

3,799 

825 

US 

574 

Hays 

3,798 

-857 

1,914 

4,398 

UK 

575 

TransAlta 

1,936 

181 

4,674 

2,575 

CA 

576 

Financiere  de  I'Odet 

5,748 

31 

5  053 

784 

FR 

577 

Esprit  Holdings 

1,587 

152 

922 

4,711 

HK 

578 

Arch  Capital  Group 

1,932 

236 

5,203 

1,193 

BU 

579 

AMB  Property 

615 

134 

5,421 

2,931 

US 

580 

OGE  Energy 

3,793 

107 

4,345 

2,126 

us 

581 

Keihin  Electric 

2,648 

68 

6,113 

3,223 

JA 

582 

Johnson  Electric 

955 

150 

850 

4,727 

HK 

583 

Beijing  Datang  Power 

969 

170 

3,228 

4,052 

CN 

584 

lyo  Bank 

913 

12 

34,982 

2,100 

JA 

585 

W  Holding 

469 

113 

11,519 

2,161 

US 

586 

Air  Canada 

6.251 

-527 

4,715 

134 

CA 

587 

Bank  of  Kyoto 

310 

31 

38,874 

1,708 

JA 

588 

Impac  Mortgage 

344 

127 

10,675 

1,083 

US 

589 

Lite-On  Technology 

3,011 

148 

2,600 

2,600 

TA 

590 

BancorpSouth 

717 

131 

10.303 

1,727 

US 

591 

Yamaguchi  Bank 

725 

-222 

37,314 

1,841 

JA 

592 

Mitsukoshi 

7.982 

53 

4,123 

2,045 

JA 

593 

Fuji  Fire  &  Marine 

3,487 

-45 

8,676 

1,084 

JA 

594 

Nissay  Dowa  Genl  Ins 

3,300 

-37 

9,409 

1.735 

JA 

_ 

595 

Singapore  Tech 

1.660 

192 

2,378 

3,619 

SI 

Kimberly-Clark  de  Mex 


Petsmart 


WPS  Resources 


Dun  &  Bradstreet 


Pogo  Producing 


Fremont  General 


Juroku  Bank 


Nishi-Nippon  Bank 


Tiger  Brands 


Ranbaxy  Laboratories 


Nishimatsu  Construct 


Petronas  Gas 


Enagas 


MDU  Resources 


Shiga  Bank 


Shenzhen  Development 


Canary  Wharf  Group 


Doosan 


Lincare  Holdings 


Comm  Bank  of  Greece 


Terumo 


Hyakugo  Bank 


Beazer  Homes  USA 


ASML  Holding 


San-ln  Godo  Bank 


Metso 


CapitaLand 


Molex 


Hyakujushi  Bank 


2,897 


4,364 


1,338 


1,099 


743 


887 


966 


3,318 


990 


4.281 


589 


1,974 


2,289 


671 


733 


414 


4.761 


1.147 


1,253 


1.697 


700 


3,287 


1,941 


956 


5.346 


2,256 


1.965 


603 


107 


95 


165 


278 


142 


-280 


-65 


181 


162 


38 


173 


179 


183 


20 


J  7 


-16 


-225 


232 


55 


154 


20 


183 


-157 


52 


-325 


62 


100 


1,317 


4,292 


1.506 


2.561 


8.659 


33.025 


32.929 


1.584 


677 


6,230 


2,616 


3.891 


3,333 


32.057 


19.865 


11,189 


5.402 


1.432 


17.743 


2.349 


30.993 


2.450 


3.608 


30.403 


4.809 


10.341 


2.490 


246  28.869 


3,460 


1,568 


3,974 


2.818 


1.496 


1,574 


911 


2.089 


2,410 


3.079 


201 


3,070 


2,475 


4.240 


1.319 


1.373 


9.435 


1,352 


1,857 


2,556 


6,522 


See  page  212  for  country  codes  See  page  224  for  footnort 
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DUBAI 

EXPECT  IT  ALL 


TO  SEE  WHERE  DUBAI'S  HEADED, 
TAKE  A  LOOK  AT  THE  HORIZON. 


ubai  has  taken  just  30  years  to  reach  income  levels  comparable  with  the  world's  leading  industrialised  nations.  Some  say  it's 
?cause  the  city  is  perfectly  positioned  serving  an  area  that  contains  a  population  of  over  1.6  billion  people  with  a  net  GDP  in  excess 
$1.1  trillion.  Others  say  Dubai's  wealth  lies  in  its  natural  resources.  But  it's  only  once  you've  visited  Dubai,  and  shared  the  vision 
its  people  that  you  discover  the  true  source  of  the  city's  wealth.  To  know  more  visit  www.dubaiexpect.com 


A 

GDP  2002  UP  24% 


Rankings  1641-1730 


RANK  COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 

(SMIL) 

^RANK 

COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE  , 
(SMIL) 

I  Federated  Investors 

816 

191 

879 

3,441 

1686 

1  Great  A&P  Tea 

10,633 

-122 

2.778 

299 

3  Union  Bank  of  India 

1.081 

116 

10,753 

546 

in] 

1687 
1688 

NOVA  Chemicals 

4,224 

30 

4.413 

2,403 

1643  CSS 

4,423 

-23 

4,973 

2,236 

JA 

Genting 

930 

200 

3,007 

3,151 

3  Kaneka 

3,149 

113 

3,064 

2,909 

JA 

1689 
1690 

Diebold 

1,987 

137 

1.799 

3,852 

1645  fSSM 

1,347 

129 

2.192 

•  5.011 

US 

People's  Bank 

766 

64 

11.672 

2,757 

J  Banca  CR  Firenze 

1,501 

87 

18.439 

2,067 

o 

1691 

Nidec 

2,527 

55 

2  544 

6,017 

A  Israel  Discount  Bank 

1.863 

-16 

29,267 

1.063 

IS 

Gilead  Sciences 

868 

-72 

1,555 

11,806 

J  Montpelier  Re  Holding 

683 

381 

2C06 

2,358 

El 

1693 

Toda 

4,567 

-169 

5.082 

1.093 

0  Leucadia  National 

318 

182 

2,771 

3.504 

us 

Fisher  Scientific 

3,564 

78 

2.859 

3.504 

H  Yamada  Denki 

6.716 

47 

2.591 

2,600 

1695 

Kagoshima  Bank 

654 

37 

25,419 

1.169 

J  SembCorp  Industries 

2,734 

168 

3,891 

1,501 

1696 

Regal  Entertainment 

2,213 

158 

2.340 

2,969 

4  FirstGroup 

3,619 

154 

2,731 

1.967 

1697 

Allergan 

1,771 

-53 

1.755 

11,715 

J  Hokkaido  Bank 

642 

-466 

28.649 

401 

1698 

Hong  Leong  Credit 

648 

98 

12.535 

1.396 

J  Kanebo 

4,384 

4 

5,672 

627 

JA  | 

Washington  Federal 

447 

141 

7.545 

2.057 

j  Grupo  Bimbo 

4,285 

101 

3,076 

2,492 

MX 

1  GTech  Holdings 

1,042 

177 

1,486 

3.422 

J  Winn-Dixie  Stores 

11,779 

35 

2,684 

931 

US 

1701 

Equifax 

1,225 

165 

1.553 

3,548 

J  Higo  Bank 

531 

31 

28,127 

1,645 

JA 

1702 
1703 
1704 
1705 
1706 
1707 
1708 
1709 
1710 
1711 
1712 

Broadcom 

1,610 

-960 

2,018 

11.698 

J  Ogaki  Kyoritsu  Bank 

604 

-142 

27,964 

1,785 

JA 

Dentsply  Intl 

1,571 

174 

2,446 

3,449 

J  Sumitomo  Metal  Mining 

3,005 

-10 

3,875 

3,770 

JA 

EMAP 

1,528 

136 

1.393 

4,312 

y  Shinko  Securities 

679 

-273 

18,233 

2.379 

JA 

Neptune  Orient  Lines 

4,780 

-340 

4,739 

1,456 

j  Tokyo  Leasing 

3,065 

29 

9,020 

447 

JA 

Nissin  Food  Products 

2,667 

122 

2,708 

2,986 

A  Tesoro  Petroleum 

8,734 

56 

3,675 

1,036 

US 

Patterson  Dental 

1,779 

128 

1,425 

4.568 

J  BW  Bank 

1,451 

25 

27,410 

1,796 

GE 

Fukuoka  City  Bank 

787 

-435 

24.628 

397 

[J  Liberty  Property 

614 

159 

3,756 

3,225 

US 

Cephalon 

622 

193 

2,337 

3,183 

n  Provident  Financial  Pic 

1,409 

191 

2,939 

3,314 

UK 

Downey  Financial 

613 

102 

11.646 

1,512 

4  EON-Edaran  Otomobil 

1,955 

125 

8,474 

553 

MA 

Hokkoku  Bank 

606 

12 

24.424 

1.766 

1  Nomura  Research 

1,969 

131 

2,162 

4,342 

JA 

Jean  Coutu  Group 

2,960 

120 

1,242 

2.725 

1  Taiwan  Business  Bank 

1,063 

-28 

26,669 

1.215 

TA  j 

1713 

Guoco  Group 

249 

157 

4,629 

2.505 

J  Autogrill 

3,954 

8 

2,367 

3,550 

1  Allete 

1,619 

236 

3,101 

2.737 

U  Tatung 

4,367 

-148 

5,526 

1,351 

Dassault  Systemes 

813 

111 

903 

5.348 

J  Seino  Transportation 

3.464 

115 

4,115 

1,510 

JA  | 

1716 

Dow  Jones 

1,525 

142 

1,300 

3,990 

3  Bemis 

2,635 

147 

2,293 

2,640 

US 

City  Developments 

1,319 

87 

6,495 

3,258 ! 

H  Schroders 

751 

42 

7,315 

3,880 

UK 

Isetan 

5,092 

65 

3,465 

2,577! 

J  San  Miguel 

2,548 

124 

3,308 

3,053 

PH 

Leopalace21 

3,024 

159 

3,423 

1646 

3  Storage  Technology 

2,183 

149 

2,305 

3,244 

EH 

1720 

Jaccs 

1,214 

-5 

23,629 

732 ! 

J  MDC  Holdings 

2,829 

202 

1.830 

1,965 

US 

1721 
1722 
1723 
1724 

Suruga  Bank 

704 

67 

23,490 

1.645 

1677  EB 

4,599 

102 

3,631 

1,333 

K0 

Hanjin  Shipping 

4,720 

54 

4,713 

1,416 

H  Molson 

1.711 

213 

2,663 

3,035 

CA 

Musashino  Bank 

490 

41 

23,431 

1,024: 

1  Intl  Flavors  &  Frags 

1,902 

173 

2,308 

3,472 

US 

Sonic  Automotive 

7,320 

85 

2,425 

983 

1680 ISSI 

3,374 

161 

2,346 

1,757 

n 

1725 

Metro  Inc 

4,127 

123 

1,117 

1,529! 

J  Van  Lanschot 

861 

103 

11,837 

1,477 

NE 

■  t 
11 

Kiyo  Bank 

522 

-49 

23.338 

690 

3  Yanzhou  Coal  Mining 

768 

148 

1,561 

3,954 

CN 

Sumisho  Lease 

2,908 

75 

8,249 

1,224! 

J  Fraser  &  Neave 

2,104 

192 

4,459 

1,805 

SI 

AmeriCredit 

1,032 

82 

8,105 

2,936 

3  Grupo  Fin  Inbursa 

765 

80 

6,189 

3,770 

MX 

Toho  Bank 

570 

26 

23,248 

842 

jjjj  Western  Digital 

2,935 

159 

1,116 

2,304 

US 

Weight  Watchers  Intl 

918 

134 

767 

4,208 

Its  new  brew,  Molson  10/5  MOLSON 


Ultra,  has  2.5  grams 
of  carbohydrates  and 
97  calories  per  bottle 
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THERE'S  AN 


easier  way 


TO  FIND 


cost  savings. 


Save  by  outsourcing  your  payroll,  HR  and  benefit  administration 

Your  current  payroll,  HR  and  benefits  solution  might  seem  to  work  well  for  your 
business  but  if  you  look  closer,  you  might  be  surprised.  Expenses  such  as 
maintenance,  upgrades  and  labor  management  can  eat  away  at  promised  efficiencies 
and  economies.  By  outsourcing  with  ADR  you  can  reduce  your  total  cost  of 
ownership.  More  importantly,  ADP's  solutions  have  the  flexibility  to  grow  with  your 
business,  while  giving  you  access  to  ADP's  expertise  and  world  class  service. 

1-800-CALL  ADP  www.adp.com 

HR  Information  Management  •  Benefit  Administration  •  Small  Business  Services  •  Payroll  Services 
Tax  &  Compliance  Management  •  Time  &  Labor  Management  •  Professional  Employer  Organization 

The  ADP  Logo  is  a  registered  trademark  of  ADP  of  North  America,  Inc. 
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MARKET 

MARKET 

SALES 

PROFITS 

ASSETS 

VALUE  m 

SALES 

PROFITS 

ASSETS 

VALUE  (| 
(SMIL)  <! 

RANK  COMPANY 

(SMIL) 

(SMIL) 

(SMIL) 

(SMIL)  $ 

V  RANK  COMPANY 

(SMIL) 

(SMIL) 

(SMIL) 

Pentair 

2,724 

141 

2,783 

2.536 

US 

BEA  Systems 

984 

114 

2.082 

5.136 

US 

Momiji  Holdings 

530 

-427 

22.826 

378 

JA 

Group  4  Falck 

4  554 

91 

2.776 

2.386 

DE 

Shanghai  Automotive 

576 

129 

1,293 

4,314 

CN 

Bank  of  Nagoya 

633 

21 

22,512 

1,027 

JA 

Maxtor 

4.086 

102 

2,722 

2,357 

US 

Shire  Pharmaceuticals 

1,147 

-948 

5045 

5,013 

UK 

Central  Leasing 

2,963 

14 

8,186 

390 

JA 

Fresh  Del  Monte 

2,396 

239 

1,451 

1,440 

CI 

Sankyo  (machinery) 

1,051 

157 

2.274 

3,500 

JA 

Kyushu-Shinwa  Holding 

561 

5 

22,405 

599 

JA 

Denway  Motors 

187 

140 

505 

3.914 

HK 

Bank  of  Bermuda9 

557 

93 

12.847 

1.315 

BU 

Juniper  Networks 

701 

39 

2,411 

10.373 

US 

Keiyo  Bank 

540 

23 

22,224 

758 

JA 

1740, 


FRESH  DEL  MONTE 

In  2002  Fresh  Del  Monte  sold 
4  billion  pounds  of  bananas. 


Ebara 


r£i=l  Erie  Indemnity 


Kumagai  Gumi 
Travis  Perkins 


Jyske  Bank 


Maruha 


Shionogi  &  Co 


Teekay  Shipping 


Rent-A-Center 


TabCorp  Holdings 


QLogic 


Health  Care  Property 


Transmontaigne 


IDB  Holding 


2J  Yamazaki  Baking 


Buderus 


tl-Yi  SEI  Investments 


Oita  Bank 


•  Hyundai  Eng  &  Const 


Kuhne  &  Nagel  Intl 


Puget  Energy 


Shikoku  Bank 


Community  Health  Sys 


Awa  Bank 


Toto 


JSR 


Stanley  Works 


AWG 


i  Yamanashi  Chou  Bank 


4,382 


1,126 


4,419 


2,283 


1,155 


6,803 


2,413 


1,348 


2,225 


1,281 


516 


343 


9,130 


2,480 


6,086 
1,953 


636 


533 


4,457 


4,619 


2,147 


460 


2,623 


622 


3,720 


2,091 


2.678 


2.749 


418 


-241 


191 


-2,503 


148 


72 


14 


50 


204 


182 


170 


131 


144 


16 


-80 


55 


250 


143 


-92 


130 


-265 


124 


-81 


34 


93 


108 


-97 


-74 


4,974 


2,752 


4,859 


1,524 


21,653 


3,752 


3,114 


3,624 


1,831 


1,573 


933 


2,832 


10,521 


3,880 


1,512 


593 


20,955 


1.909 


4,551 


5,531 


20,840 


3,188 


20.749 


3.741 


2,352 


2,420 


8,812 


20.345 


1,320 


Sonoco  Products 


3,089 


182 


2,824 


2,021 


436 


5,830 


2,552 


2,539 


3,266 


4,174 


3,680 


266 


738 


1,771 


2,458 


3,674 


676 


2,906 


573 


2,092 


1.342 


2,740 


1.426 


2.879 


5.144 


3.091 


1,463 


794  JA 


US 


Casio  Computer 


JA 


Abercrombie  &  Fitch 


UK 


DE 


JA 


JA 


BA 


US 


AU 


US 


US 


US 


JA 


BPB 


Commercial  Federal 


Intl  Bancshares 


Soriana 


Akita  Bank 


United  Auto  Group 


Endurance  Specialty 


South  Financial  Group 


CNF 


Sumitomo  Heavy  Inds 


INI  Steel 


Great  Plains  Energy 


GE 


Rashid  Hussain 


US 


JA 


SZ 


K0 


US 


JA 


US 


JA 


JA 


JA 


US 


UK 


Eighteenth  Bank 


DaVita 


Seat-Pagine  Gialle 


Aomori  Bank 


Big  Food  Group 


Enka 


Allegheny  Energy 


Convergys 


Mabuchi  Motor 


Pall 


National  Fuel  Gas 


ChoicePoint 


Vimpel  Communications 


2,758 


3,727 


1,682 


3,051 


797 


448 


3.098 


438 


8,387 


1.261 


510 


5,104 


4,072 


3,092 


2,082 


877 


497 


1,966 


1,518 


381 


7.995 


1,440 


2,376 


2,289 


980 


1,656 


801 


756 


48 


204 


89 


121 


149 


29 


67 


263 


95 


92 


23 


130 


176 


-11 


172 


62 


-122 


13 


206 


-619 


172 


152 


151 


190 


147 


128 


3,762 


1,160 


3,501 


12,189 


7,512 


2,182 


18,766 


2.966 


3,459 


10,719 


2,751 


4,878 


3.560 


3.638 


18.463 


18,304 


2,038 


3,085 


17,804 


2,141 


2,709 


10,123 


1,810 


2,062 


2.019 


3.840 


1,037 


1,693 


2.752 


2,730 


3,527 


1.138 


2,099 


1,603 


788 


1.239 


2,243 


1,773 


1,548 


1,308 


1,264 


2.396 


158 


735 


2,859 


8,632 


709 


1,134 


2,639 


1.686 


2,413 


3,285 


3.288 


2,121 


3,365 


Maeda 

3,882 

-64 

5,414 

610 

Macerich 

453 

141 

4,031 

2.892 

Jiangsu  Expressway 

275 

103 

1.639 

5.359 

R&G  Financial 

584 

122 

7,835 

1,555 

Questar 

1,397 

187 

3,078 

2.974 

Britannic  Group 

1,441 

-402 

19.874 

1082 

Marconi 

2,995 

-1.763 

4,910 

2.626 

Hanshin  Construction 

383 

384 

275 

64 

Tokyo  Tomin  Bank 

496 

11 

19.260 

597 

Teck  Cominco 

1.860 

115 

4.064 

3,359 

Service  Corp  Intl 

2,314 

45 

10,835 

2.094 

Bank  of  Iwate 

388 

26 

19,093 

789 

Hudson  United  Bancorp 

527 

117 

8,097 

1.699 

Swedish  Match 

1,572 

165 

1,756 

3.221 

Aichi  Bank 

448 

20 

19.066 

665 

AK  Steel  Holding 

4.042 

-560 

5,026 

522 
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AT&T  Wireless  Sprint 


Get  information  in  25%  more  places  on  the  Sprint  high-speed  wireless  data  network. 


Your  employees  can  get  email  and  corporate  data  in  more 
places  nationwide  with  Sprint  than  with  AT&T  Wireless. 

The  Sprint  high-speed  wireless  data  network  covers  a  larger  area 
and  more  people  than  the  AT&T  Wireless  GPRS/EDGE  network. 
So  your  employees  can  be  more  productive  in  more  places. 

•  25%  larger  coverage  area 

•  25  million  more  people  covered 

All  this  and,  of  course,  clear  calls  on 
the  nation's  most  complete,  all-digital 
wireless  network  to  make  your 
business  more  effective. 

Get  the  facts  at  sprint.com/facts  or  call 
877-459-8144  for  a  Business  Representative. 


Sprint 


One  Sprint.  Many  Solutions 

Voice/Data         PCS  Wireless        Internet  Services        E-Business  Solutions        Managed  Services 


The  Sprint  Nationwide  PCS  Network  reaches  over  245  million  people.  Coverage  not  available  everywhere.  Coverage  claims  based  on  the  Sprint  Nationwide  PCS  Network  and  the  AT&T  Wireless  GPRS/EDGE 
National  Network  excluding  roaming  areas.  Screen  shot  simulated.  Copyright  ©Sprint  2004.  All  rights  reserved.  Sprint  and  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP 
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Chi  Mei  Optoelec 


Shin  Kong  Financial 


Mitsui  Eng  &  Ship 


Trustmark 


Fukui  Bank 


Pacific  Century  Reg 


Standard  Pacific 


Redwood  Trust 


Shaw  Communications 


Minara  Resources 


Tochigi  Bank^ 


Hawaiian  Electric 


Moore  Wallace1 


Nippon  Light  Metal 


LogicaCMG 


Chiba  Kogyo  Bank 


RANK  COMPANY 

.821 
822 
823 
824 
825 
826 
827 
828 
828 
830 
831 
832 
833 
834 
835 
836 
837 
838 
839 
840 
841 
842 
843 
844 
845 
846 
847 
848 
849 
850 
651 
852 
853 
654 
855 
856 
857 
858 
859 
860 
861 
862 
863 
864 
865 


SALES  PROFITS  ASSETS 
(SMIL)     (SMIL)  (SMIL) 


Guangdong  Electric 


Michinoku  Bank 


Career  Education 


Basler  Kantonalbank 


Sumikin  Bussan 


Somerfield 


United  Mizrahi  Bank 


Mercury  General 


Ensco  International 


Bank  of  Ikeda 


Merloni  Elettro 


Bank  of  Saga 


ServiceMaster 


Hokuetsu  Bank 


Mercantil  Servicios 


Arriva 


International  Steel 


Metro  Cash  and  Carry 


675 


422 


5,371 


954 


733 


6,955 


2,721 


7,469 


1,093 


3,024 


2,147 


791 


1,424 


418 


3,876 


3,783 


382 


3,569 


412 


982 


3,357 


3.150 


7,097 


Siam  Commercial  Bank 


945 


5,488 


4.390 


14 


103 


71 


116 


60 


-1,476 


21 


143 


24 


35 


97 


49 


13 


-201 


64 


58 


91 


152 


108 


132 


23 


49 


112 


11 


-225 


123 


125 


60 


-290 


2,978 


16,784 


9.028 


4.002 


3.021 


4.368 


1.955 


16,648 


1,433 


16,604 


3,118 


1,001 


16,572 


3,318 


5,615 


2,480 


16.264 


2,534 


3,003 


3,183 


3,580 


16.038 


4.772 


2.933 


16.002 


2,956 


15.815 


6,685 


2,112 


2.410 


1,269 


15.670 


634 
3,167 


MARKET 
VALUE 

(SMIL) 


1,976  IT 


443  JA 


466 
1,342 


664 
1,796 


COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE  1 
(SMIL) 

Pixar 

263 

125 

1.001 

3'642( 

Aplus 

899 

6 

15.587 

98 

Woodside  Petroleum 

1,257 

-52 

2.811 

7.773 

AVA 

7,044 

20 

1.288 

1,218 

McClatchy 

1,067 

144 

1.863 

3.248 

Central  Euro  Media 

108 

308 

296 

534 

Trizec  Properties 

892 

115 

5,296 

2,458' 

Bayerische  Immobilien 

424 

158 

2.142 

3.007 

Cosco  Pacific 

242 

155 

1.760 

3.066 

MyTravel  Group 

6.972 

-1,519 

2,553 

117 

Piraeus  Bank 

986 

70 

15.467 

2.057 

Northumbrian  Water 

812 

148 

5.189 

1.116 

Tosoh 

3,992 

41 

4,486 

2,032 
2,404 

Far  EasTone  Telecom 

995 

225 

1.656 

Nisshin  Steel 

3,489 

-23 

5,215 

1,688 

Del  Monte  Foods 

2,778 

102 

3,917 

2,310 

Kangwon  Land 

401 

186 

671 

2,666 

AMMB  Holdings 

1,106 

68 

15,236 

1.542 

Ceridian 

1,236 

111 

4,268 

2.934 

Vishay  Intertechnology 

2,063 

-107 

4.497 

3,750 

Viad 

1.570 

83 

10,073 

2,225 

SPAR  Handels 

6,837 

-400 

1,644 

399 

Newfield  Exploration 

1,017 

194 

2,733 

2,591 

Yamagata  Bank 

368 

9 

15.056 

772 

Sierra  Pacific  Res 

2,806 

-143 

6.953 

918 

Advantest 

827 

-110 

2,132 

7f7 

Farmers  Bank  of  China 

575 

-325 

14.892 

597 

Banco  Pastor 

491 

78 

13118 

1.788^ 

Daimaru 

6,724 

44 

3.118 

1,715 

Samsung  Heavy  Inds 

3.596 

90 

3.902 

1,174 

Balfour  Beatty 

4,992 

85 

2.570 

1.920  1 

Towa  Bank 

304 

-110 

14.698 

421 

Red  Electrica  Espana 

1,141 

146 

4.277 

2,358  : 

China  Motor 

1,581 

168 

1.516 

2,772  ' 

Daio  Paper 

3,264 

5 

5,510 

943 

Old  National  Bncp 

682 

92 

9,518 

1,441 

Dan  Sing  Financial 

434 

106 

7,709 

1.984  I 

AEM 

1,092 

118 

3,387 

3.488 

Antofagasta 

921 

103 

2.458 

4.374  I 

Research  In  Motion 

321 

-156 

860 

7.420 

Nippon  Steel  Trading 

6,560 

-10 

2.515 

184 

SpectraSite 

328 

291 

1.527 

1,740  I 

Capitol  Federal  Financial 

434 

27 

8.383 

2,672  I 

Laidlaw  International 

4,483 

NA 

3.980 

1,490  l| 

Higashi-Nippon  Bank 

363 

-63 

14.243 

405  . 

1869  AVA 

This  retailer  recently 
opened  a  Marktkauf 
hypermarket  in  Moscow. 


See  page  212  for  country  codes  See  page  224  for  footnotes. 
208     FORBES     2000"  April  12, 2004 


the  Oracle  Grid 


turns  64  small  servers 
into  a  giant  mainframe 


It's  fast... 
it's  cheap... 
and  it  never  breaks 


oracle.com/grid 
or  call  1.800.633.0753 


Note:  'Never  breaks'  indicates  that  when  a  server  goes  down,  your  system  keeps  on  running. 


Copyright  0  2003,  Oracle  Corporation.  All  rights  reserved.  Oracle  is  a  registered  trademark  of  Oracle  Corporation  and/or  its  affiliates. 
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1911  TOKYO  BROADCASTING  SYSTEM 
World  Cup  soccer  helped  this 
company  convert  nearly  4  million 
households  to  digital  broadcasting. 


F1BI  Holding 

665 

-15 

13,763 

235 

131972 

SEB 

2,955 

124 

1.755 

1,976 

Snow  Brand  Milk 

6.151 

-229 

2,140 

681 

9 1973 

China  Southern  Air 

2,177 

70 

4,492 

3,164 

JDS  Uniphase 

626 

-282 

2,453 

6,902 

9 1974 

Cameco 

638 

165 

2,592 

2.603 

Arthur  J  Gallagher 

1,258 

146 

2,902 

2,959 

9 1975 

Neyveli  Lignite 

537 

242 

2,018 

2,116 

LG  Construction 

2.828 

136 

2,719 

789 

3  1976 

SinoPac  Holdings 

691 

45 

12,199 

1,976 

Gamesa 

1,146 

142 

2,036 

3,024 

3  1977 

Universal 

2,859 

127 

2,380 

1,218 

Berkeley  Group 

1,841 

247 

2,549 

2,158 

3  1978 

Daewoo  Intl 

5.499 

68 

1.810 

350 

Hanjaya  Mandala 

1.694 

187 

1,098 

2,509 

9 1979 

Banco  di  Sardegna 

756 

63 

12.006 

809 

Agere  Systems 

1,919 

-231 

2,312 

6.564 

9 1980 

Petroplus  Intl 

5,480 

-26 

1,498 

254 

Daisan  Bank 

351 

12 

13,385 

721 

3 1981 

CSN-Cia  Siderurgica 

1.459 

-55 

4,216 

4,238 

0K0  Bank 

642 

65 

13,350 

1,169 

9 1982 

Sumitomo  Forestry 

5,458 

-131 

2.923 

1671 

First  Citizens  Bcshs 

756 

75 

12,560 

1,265 

3  1983 

Bharti  Tele-Ventures 

642 

-43 

1,907 

6.289 

Bausch  &  Lomb 

2,020 

126 

3,006 

2,997 

3 1984 

Indian  Overseas  Bank 

844 

88 

8,684 

541 

St  Galler  Kantonalbank 

585 

72 

13,253 

1,032 

3  1985 

Cousins  Properties 

189 

246 

1,137 

1,511 

Wing  Lung  Bank 

313 

97 

7,910 

1,561 

9 1986 

Bank  of  Ryukyus 

344 

38 

11,795 

384 

Avtovaz 

3,738 

34 

4,350 

305 

C9  1987 

Bank  Philippine 

583 

97 

7.422 

1,502 

Arcelik 

1,920 

188 

1,456 

2,432 

3 1988 

Haseko 

3,840 

42 

4.084 

709 

Buenaventura 

166 

111 

624 

3,677 

01989 

Stanley  Electric 

1,999 

110 

1,819 

3,234 

Whitney  Holding 

428 

99 

7,755 

1,669 

3  1990 

Mack-Cali  Realty 

582 

144 

3,712 

2.461 

Chukyo  Bank 

316 

13 

13,171 

762 

El  1991 

Peabody  Energy 

2,764 

42 

5,280 

2,155 

Axel  Springer 

2.917 

67 

1,629 

3,414 

3 1992 

Origin  Energy 

2,242 

109 

2,214 

2,754 

ICAP 

1.049 

121 

1,609 

3.428 

9 1993 

Sogecable 

1,025 

-57 

1,528 

6.018 

Metro-Goldwyn-Mayer 

1,961 

-163 

4,208 

4,144 

9 1994 

Mobilcom 

2,156 

-3,615j 

8,667 

1416 

Ehime  Bank 

347 

-158 

13,097 

495 

3 1995 

AMEC 

5,173 

17 

2,617 

1534 

CMPC 

1,234 

93 

3,763 

3,669 

9 1996 

Siam  City  Bank 

480 

20 

11,274 

1.467 

Finova  Group 

332 

265 

2,471 

34 

9 1997 

Yokogawa  Electric 

2,781 

-222 

2,957 

3,293 

Grupo  Imsa 

2.631 

146 

3,019 

1,146 

9 1998 

Hindalco  Industries 

1,346 

140 

2,469 

2,760 

Hanwa 

5,778 

50 

2,381 

542 

9 1999 

Nexans 

5,094 

1 

2,709 

882 

Hewitt  Associates 

2.033 

109 

1,659 

3,373 

3  2000 

Oriental  Bank  Commerce 

813 

96 

7,157 

1,174 

RANK  COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 
(SMIL) 

•  RANI 

1  COMPANY 

SALES 
(SMIL) 

PROFITS 
(SMIL) 

ASSETS 
(SMIL) 

MARKET 
VALUE 
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$4,600  a  month  for  a  Learjet  45 


JET 
RICH 

QUICK 


INTRODUCING  A  REVOLUTION  IN  FRACTIONAL  JET  OWNERSHIP. 
For  as  little  as  $4,600  per  month?  you  will  enjoy  all  the  luxury  and  convenience 
of  Bombardier  Flexjet*  ownership.  Because  now,  in  addition  to  being  a  world- 
leading  manufacturer  of  Regional  and  Business  aircraft,  Bombardier  Aerospace 
is  offering  this  revolutionary  financing  program  through  Flexjet  —  known  for 
high  standards  in  service,  safety  and  pilot  training.  This  Jet  Rich  Quick  program 
is  also  available  on  our  Learjet*  60  and  Challenger*  604  aircraft.  Call  now  and 
take  advantage  of  this  offer  and  the  many  benefits  of  becoming  a  Flexjet  owner. 

1-800-FLEXJET  www.flexjet.com 


J*£$<_  BOMBARDIER 

BOMBARDIER 


Experience  the  Extraordinary 

Plus  monthly  management  fee  of  $6,485,  hourly  rate  of  $1,760  and  fuel  component  adjustment.  Conditions  apply,  subject  to  availability. 
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ID 

Indonesia 

MX 
NE 

Mexico 
Netherlands 

SA 
SI 

South  Africa 
Singapore 

IN 

India 

AS 

Austria 

CN 

China 

IR 

Ireland 

NO 

Norway 

SP 

Spain 

AU 

Australia 

CZ 

Czech  Republic 

IS 

Israel 

NZ 

New  Zealand 

sw 

Sweden 

BA 

Bahamas 

DE 

Denmark 

IT 

Italy 

PA 

Panama 

sz 

Switzerland 

BE 

Belgium 

Fl 

Finland 

JA 

Japan 

PE 

Peru 

TA 

Taiwan 

BR 

Brazil 

FR 

France 

JO 

Jordan 

PH 

Philippines 

TH 

Thailand 

BU 

Bermuda 

GE 

Germany 

K0 

South  Korea 

PK 

Pakistan 

TU 

Turkey 

CA 

Canada 

GR 

Greece 

LI 

Liberia 

PL 

Poland 

UK 

United  Kingdom 

CH 

Chile 

HK 

Hong  Kong/China 

LU 

Luxembourg 

P0 

Portugal 

US 

United  States 

CI 

Cayman  Islands 

HU 

Hungary 

MA 

Malaysia 

RU 

Russia 

vz 

Venezuela 
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What  makes  the 
newT.  Rowe  Price 
SmartChoice  Rollover 
smarter? 


With  the  newT.  Rowe  Price  SmartChoice  Rollover  IRA, 
you  get  the  rollover  you  want,  and  we  do  the  work. 

We  select  the  investments —  with  theT.  Rowe  Price  SmartChoice  Rollover  IRA,  you  don't  have 
to  go  through  the  complex  task  of  choosing  individual  funds.  We'll  provide  a  well-diversified 
portfolio  for  you  with  one  of  our  Retirement  Funds.  And  we'll  adjust  the  fund  over  time  to 
reflect  your  need  for  reduced  investment  risk—  gradually  making  the  investment  more 
conservative  as  your  retirement  date  approaches. 

Proven  performance  —  with  over  65  years  of  proven  performance,  you'll  feel  confident 
knowing  thatT.  Rowe  Price  is  a  smart  choice  for  your  rollover. 

Low  expenses  — with  no  loads,  sales  charges,  or  commissions,  and  expense  ratios  for  the 
Retirement  Funds  40%  below  their  category  averages,*  aT.  Rowe  Price  Rollover  IRA  is  the 
smarter  choice.  All  funds  are  subject  to  market  risk. 

To  get  started,  just  call.  Our  Rollover  Specialists  will  handle  the  rest.  If  you  want,  we  can 
even  open  your  account  right  over  the  phone  and  handle  most  of  the  paperwork  for  you. 


TROWEPRICE.COM/ROLLOVER 


1-866-542-8130 


T.RoweFHce 


CM. 


INVEST  WITH  CONFIDENCE 

For  more  information,  including  risks,  fees,  and  expenses,  request  a  fund  prolile  or  prospectus;  read  it  carefully  before  investing.  As  of  12/31/03,  the  Retirement 
Funds'  total  expense  ratios  versus  their  individual  investor  Lipper  category  averages  are  0.72%,  0.81%,  0.85%,  and  0.85%  for  the  Retirement  2010, 2020, 2030,  and  2040 
Funds,  respectively,  versus  1.53%  for  the  flexible  portfolio  funds  category;  and  0.60%  for  the  Retirement  Income  Fund  versus  1.20%  for  the  income  funds  category. 
I.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRAR068790 


IP 


BREAKING  BUSINESS  NEWS 
VIEWERS  TURN  TO  FOX  ^ 
NOT  CNBC 


HH  fftg.  MOW  -  DEC  75  - 


FOX  NEWS 


CNBC  .3 

First  Day  Markets  Have  to  React 
to  Capture  of  Saddam  Hussein 

HH  Rtg.  THUR  -  DEC  11- 

l  FOX  NEWS 
CNBC  .3 

Dow  Closes  Above  10,000 


HH  Rtg.  WED  -  SEPT  17- 

FOX  NEWS 
CNBC  .3 

Dick  Grasso  Resigns  From  NYSE 


.8 

r  •  . 


Kiiciriess  news 


Source:  Nielsen  Media  Research,  "Breaking  Business  News"  -  Your  World  w/Neil  Cavuto  vs  Closing  Bell  on  09/17/03, 12/11/03  and  12/1 5/^ 
HH  CovgJW  %  Rtg.  "4  of  the  top  5  Business  Programs"  -  Your  World  w/Neil  Cavuto,  Bulls  &  Bears,  Cavuto  on  Business  and 
Forbes  on  Fox  vs.  all  CNBC,  CNN,  FNC,  HLN  and  MSNBC  regularly  scheduled  business  news  programs.  2003  (12/30/02-12/28/03), 
HH  Covg.  AA  %  Rtg  and  HH,  P2+  and  A25-54  AA  (000).  M-S  6a-6a.  Subject  to  qualifications,  which  will  be  made  available  upon  request 


§ 


^Jeil  Cavuto." 

—Daily  News 


your  Worn  r> 
•  1VUTO 


Your  World  w/Neil  Cavuto 


•  Bulls  &  Bears 


AV  U  TO 
Cavuto  on  Business 


•  Forbes  on  FOX 


i 


©2004  FOX  News  Network,  LLC.  All  rights  reserved. 
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British  Land 
British  Sky  Broadcast 

1973 
739 

China  Southern  Air 

955 
1459 

372 
1474 

Credit  Foncier 

629 
1279 

DSM 

231 

FedEx 

155 
947 
723 
1702 
1045 
1418 

China  Steel 
China  Telecom 
China  Unicom 

Credit  Salson 

DST  Systems  

829 

Femsa 

202 
383 

Credit  Suisse  Group 

437 

DTE  Energy 

552 

Fiat  Group 

Credlto  Emillano 

132 

El  du  Pont  de  Nemours 

1927 

FIBI  Holding 

Broadcom 

Brookfield  Properties 

628 
1123 

Chinatrust  Financial 
Chiron 

351 
1397 

CRH   

488 

Duke  Energy 

557 

Fidelity  National 

Crown  Holdings 

1307 

Duke  Realty 
Dun  &  Bradstreet 

179 
1576 

Fifth  Third  Bancorp 

Brother Inds 

1819 

ChoicePoint 

1851 

CSK 

1615 

Financiere  de  I'Odet 

1205 

Brown-Forman 

227 

Chubb 

1680 

CSM 

1272 

Dynegy 

1557 

Finansbank 

1309 
93 

Brunswick 

171 

Chubu  Electric  Power 

1981 

CSN-CIa  Slderurgica 

397 

EON 

E-Trade  Financial 

523 
1952 

Finmeccanica 

BT  Group 

1531 

Chugoku  Bank 
Chugoku  Electric  Pwr 

1157 
556 

CSR  Group 

868 

Finova  Group 

1762 

Buderus 

440 
1946 
360 

CSX 

482 

EADS 

East  Japan  Railway 

1003 
1464 

First  American 

1944 
1466 

Buenaventura 

Chukyo  Bank 

1599 

Cullen/Frost  Bankers 

143 

First  BanCorp 

Buhrmann 

Chunghwa  Telecom 

1508 

Cummins 
Custodia  Holding 

1263 

Eastman  Chemical 
Eastman  Kodak 

1938 
216 

First  Citizens  Bcshs 

565 

Bunge 

712 

Ciba  Specialty  Chems 

1961 

443 

First  Data 

1171 

Bunzl 

300 

CIC  Group 

280 

CVS 

525 

Eaton 

1209 

First  Finl  Holding 

270 

Burlington  Santa  Fe 

267 

Cigna 

1569 

Daegu  Bank 

1747 

Ebara 

662 

First  Tennessee  Natl 

465 

Burlington  Resources 

1571 

Cimpor 

1978 

Daewoo  Intl 

730 

Ebay 

373 

FirstEnergy 

1663 

BW  Bank 

694 

Cincinnati  Financial 

1487 

Daewoo  Ship  &  Marine 

906 

EchoStar  Commun 

1652 

FirstGroup 

895 

Cable  &  Wireless 
Cablevision  NY  Group 
Cadbury  Schweppes 
Caesars  Entertainment 

575 
1195 

Cinergy 

1902 
464 
761 
570 

1341 

Dah  Sing  Financial 

985 

Ecolab 

1473 

FirstMerit 

623 

Cintas 

Dai  Nippon  Printing 

304 

Edison  International 

377 

Firstrand 

331 

1446 

89 

Circuit  City  Stores 

Daido  Life  Insurance 

808 

Edison 

825 

Fiserv 

1020 

Cisco  Systems 

Daiei 

449 
1565 

EDP-Elec  de  Portugal 
AG  Edwards 

1694 
1361 
90 

Fisher  Scientific 
Flagstar  Bancorp 

835 

Calpine 

436 

CIT  Group 

Daiichi  Pharma 

1974 

Camcco 

773 

Citic  Pacific 

971 

Daikin  Industries 

850 

EFG  Eurobank  Ergasias 

FleetBoston  Finl 

507 
130 
567 

Campbell  Soup 
Canadian  Imperial 

1 

Citigroup 

1023 

Daikyo 

Daily  Mail  &  General 

1950 

Ehime  Bank 

768 

Flextronics  Intl 

1381 

Citizens  Commun 

1438 

1188 

Eiffage 

1096 

Fluor 

Canadian  National 
Canadian  Natural  Res 

1971 

Citrix  Systems 

1894 

Daimaru 

1808 

Eighteenth  Bank 

849 

Fondiaria-SAI 

853 

1717 

City  Developments 
City  National 

21 
1330 

DaimlerChrysler 

777 

Eisai 

1175 

Foot  Locker 

938 

Canadian  Pacific  Rail 

1208 

Dainippon  Ink  &  Chems 

769 
434 

El  Paso 

75 

Ford  Motor 

1213 

Canadian  Tire 

1677 

CJ 

1900 

Daio  Paper 

Electrolux  Group 

324 
823 

Fdrenings  Sparbanken 

1271 

Canara  Bank 

1365 

Clariant 

Clear  Channel  Commun 
Clorox 

1936 

Daisan  Bank 

864 

Electronic  Arts 

Forest  Labs 

1628 

Canary  Wharf  Group 

208 

1608 

Daishi  Bank 

Daito  Trust  Construct 

647 
489 
1704 

Electronic  Data  Systems 

921 

Formosa  Chems  &  Fibre 

138 

Canon 

770 

1255 

Eletrobras 

589 

Formosa  Petrochemical 

1055 
190 

Cap  Gemini 

592 
1951 

CLP  Holdings 

943 

Daiwa  House  Industry 

EMAP 

980 

Formosa  Plastics 

Capital  One  Financial 

CMPC 

815 

Daiwa  Securities 

1232 
349 

Embraer 

96 

Fortis 

1638 

CapitaLand 

1225 

CMS  Energy 

854 

Dana 

EMC 

282 

Fortum 

671 
1908 
145 

Capitalia 

1803 

CNF 

531 

Danaher 

220 

Emerson  Electric 

526 
805 

Fortune  Brands 

Capitol  Federal  Financial 

573 

CNOOC 

CNP  Assurances 

1609 
215 

Danisco 

1110 

EMI  Group 

Foster  s  Group 

Cardinal  Health 

203 
1354 

Groupe  Danone 
Den  Danske  Bank 
Darden  Restaurants 
Dassault  Aviation 
Dassault  Systemes 

1542 

Empire 

269 

FPL  Group 

1845 

Career  Education 

Coach 

133 

1624 
640 
553 
310 

Enagas 

374 

France  Telecom 

775 

Caremark  Rx 

102 

Coca-Cola 

1117 

Enbridge 

672 

Franklin  Resources 

1087 

Carlsberg 

246 
1440 

Coca-Cola  Enterprises 
Coca-Cola  Femsa 

831 
1715 

EnBW-Energie  Baden 

1683 

Fraser  &  Neave 

1405 

CarMax 

EnCana 

20 

Freddie  Mac 

259 

Carnival 

1250 
1353 
580 
337 

Coca-Cola  HBC 
Coca-Cola  Amatll 
Coles  Myer 
Colgate-Palmolive 
Colonial  BancGroup 

1809 
365 
645 
235 

DaVita 

115 
1801 

Endesa  Group 
Endurance  Specialty 
ENEL 

1062 

Freeport  Copper 

88 
509 

Carrefour  Group 

DBS  Group 

1617 
861 

Fremont  General 

Carso  Global  Telecom 
Casio  Computer 

Dean  Foods 

65 

Fresenius 

1793 

Deere  &  Co 

1406 

Energizer  Holdings 

1740 

Fresh  Del  Monte 

134 

Caterpillar 

1388 

414 

Degussa 

Del  Monte  Foods 

846 
1202 
37 

Energy  East 

1084 

Friedman  Billings 

312 
641 
1437 

Cathay  Financial 

1342 
70 

Franz  Colruvt 

1881 

Engelhard 

812 
554 

Friends  Provident 

Cathay  Pacific  Airway 
Cattolica  Assicurazio 
CBD-Brasil  Distrib 

Comcast 

596 

Delhalze  Group 

ENI 

Fubon  Financial 

416 

Comerica 

113 

Dell 

1813 

Enka 

1395 

Fuji  Electric 

1913 

1150 

Commerce  Asset 
Commerce  Bancorp 
Commerce  Bancshares 
Comm  Bank  of  Greece 
Commercial  Federal 

699 
1025 
209 

Delphi 

1853 

Ensco  International 

1593 
649 

Fuji  Fire  &  Marine 

1078 
1371 

CDW 

976 
1104 
1631 
1796 

Delta  Air  Lines 

256 

Entergy 

Fuji  Heavy  Inds 

Celanese 

Denso 

1352 

Enterprise  Inns 

250 

Fuji  Photo  Film 

689 
375 

Celesio 

1703 

Dentsply  Intl 

1099 

EOG  Resources 

1222 

Fuji  Television 

Cemex 

925 

Dentsu 

1666 

EON-Edaran  Otomobil 

954 

Fujisawa  Pharma 

140 

Cendant 

500 
126 

Commerzbank 
Commonwealth  Bank 
Community  Health  Sys 
Compal  Electronics 
Compass  Bancshares 

1743 

Denway  Motors 

1701 
1920 
477 

Equifax 

Equitable  Resources 
Equity  Office  Prop 
Equity  Residential 

524 

Fujitsu 

625 

CenterPoint  Energy 

451 

Depfa  Bank 

1825 

Fukui  Bank 

393 

Centex 

Central  Euro  Media 
Central  Japan  Railway 

1769 

34 

Deutsche  Bank  Group 

1708 

Fukuoka  City  Bank 

1871 
232 
1739 

1199 
827 

1029 

Deutsche  Boerse 

779 

1491 

Fulton  Financial 

316 

Deutsche  Lufthansa 

545 

LM  Ericsson 
Erie  Indemnity 

1337 

Funai  Electric 

Central  Leasing 

341 

Compass  Group 

69 
364 

Deutsche  Post 

1748 

1251 

Furukawa  Electric 

245 

Centnca 

969 

Computer  Associates 

Deutsche  Telekom 
Developers  Div 

363 
1377 
1577 

Erste  Bank 
Espirito  Santo  Finl 
Esprit  Holdings 

1238 

GAIL  (India) 

975 

CenturyTel 

404 

Computer  Sciences 

1596 

1230 

Galeries  Lafayette 
Arthur  J  Gallagher 
Gallaher  Group 

1709 

Cephalon 

261 

ConAgra  Foods 

289 

Devon  Energy 

1930 
738 
1837 

533 

Ccpsa 

1138 

Concord  EFS 

99 

Dexia 

1306 

Essilor  International 
Estee  Lauder  Cos 

1884 

Cendian 

38 

ConocoPhiilips 

406 

Diageo 

753 

Gambro 

1444 

Cesky  Telecom 

704 

Conseco 

1351 

Diamond  Lease 

315 

Eurohypo 

1932 

Gamesa 

1125 
1422 

Cez 

334 

Consolidated  Edison 

1689 

Diebold 

1497 

Eurotunnel 

306 

Gannett 

Chang  Hwa  Com  Bank 

1042 
428 
644 

Constellation  Brands 
Constellation  Energy 

1407 
385 
85 

Dillard's 

680 
973 

Everest  Re  Group 

296 
1488 

Gap 

1247 
503 

Charter  Commun 
Charter  One  Finl 

Christian  Dior 

Exel 

Garmin 

Continental 

Walt  Disney 

173 

Exelon 

463 

Gas  Natural  SDG 

1355 
1470 

527 

23 
1821 
1265 
1841 
1159 

597 

Check  Point 

1257 

Continental  Airlines 

664 

Dixons  Group 

1518 

Expeditors  Intl 
Express  Scripts 

"  87 

Gazprom 

Chesapeake  Energy 

1815 

Convergys 

546 
1312 

826 
1366 

191 

DnB  Holding 

832 

1293 

Gecina 

Cheung  Kong 

1216 
902 

Converium  Holding 
Cooper  Industries 
Adolph  Coors 

Dogan  Holding 

4 

ExxonMobil 

241 

General  Dynamics 

ChevronTexaco 

Dollar  General 

751 

Fairfax  Financial 

2 

General  Electric 

Chi  Mei  Optoelec 

1362 
968 

Dollar  Tree  Stores 
Dominion  Resources 
Domtar 

RR  Donnelley  &  Sons 
Doosan 

1957 
948 

9 
904 

1879 

Falabella 

999 

General  Growth  Prop 

Chiba  Bank 
Chiba  Kogyo  Bank 
China  Development 

Coming 

Family  Dollar  Stores 

252 

General  Mills 

983 
1874 
1166 

Corns  Group 
Cosco  Pacific 

1507 
1338 
1629 

Fannie  Mae 

29 

General  Motors 

Fanuc 

1121 

General  Property  Trust 

China  Life  Insurance 

Cosmo  Oil 

Far  EasTone  Telecom 

382 

Generali  Group 

See  page  224  for  footnotes. 
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Start  expanding  securely  with  Intrusion  Prevention  Solutions  from  McAfee  Security. 


By  combining  System  Protection  and  Network  Protection  Solutions,  the  McAfee0'  Security  Protection-in-Depth" 
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RANK 

COMPANY 

RANK 

COMPANY 

RANK 

COMPANY 

RANK 

COMPANY 

RANK 

COMPANY 

1688 

Genting 

940 

Hilton  Hotels  1797 

Intl  Bancshares 

1612 

Kimberly-Clark  de  Mex 

1568 

M6-Metropole  Tele 

741 

Genuine  Parts 
Genzyme-General 
Georgia-Pacific 
Gilead  Sciences 
Gillette 

1998 
856 
1968 
1401 
205 

Hindalco  Industries 
Hindustan  Petroleum 

16 

IBM 

1170 

Kimco  Realty 

1816 

Mabuchi  Motor 

1476 
392 

1679 

Intl  Flavors  &  Frags 

867 

Kinder  Morgan 

1777 

Macerich 

Hirose  Electric  859 

Intl  Game  Technology 
International  Paper 
International  Power 

352 
780 
484 

Kingfisher 

1990 

Mack-Cah  Realty 

1692 
297 

Hiroshima  Bank 

347 
1433 

Kinki  Nippon  Railway 

932 

Macquane  Bank 

Hitachi 

Kirin  Brewery 

1776 

Maeda 

1492 

Givaudan 

1281 

Hochtief 

1863 

International  Steel 

1726 

Kiyo  Bank 

432 

Magna  International 
Mahanagar  Telephone 
Malayan  Banking 
Malaysia  Intl  Ship 

996 

GKN 

1653 

Hokkaido  Bank 

930 

Interpublic  Group 

1322 

KKPC-Korea  Kumho 

1922 

80 
1239 

GlaxoSmithKline 
GlobalSantaFe 

799 
1711 

Hokkaido  Electric  Power 
Hokkoku  Bank 

1145 

Intuit 

1375 

KLA-Tencor 

515 

1260 

Invensys 

1357 

KLM 

1180 

1211 

Gold  Fields 

1860 

Hokuetsu  Bank 

1489 
1912 
1018 

Investec 

1151 
1022 
936 

Kmart  Holding 

643 

MAN  Group 

302 
56 
1119 

Golden  West  Financial 
Goldman  Sachs  Group 

1558 
857 

Hokugin  Financial 
Hokuriku  Electric  Power 

Investkredit  Bank 

Knight  Ridder 

945 

Man  Group  Pic 

Investor 

Kobe  Steel 

1529 

Mandalay  Resort  Group 

Goodrich 

368 

Holcim 

i  cm 

Investors  Financial 

883 

Koc  Group 

445 

M&.T  Bank 

1094 
1070 
1686 

Goodyear 

1527 
60 

Holmen 

821 

Irish  Life/Permanent 

413 

Kohl's 

1564 

Manor  Care 

WW  Grainger 

Home  Depot 

1538 

Iscor 

894 

Komatsu 

982 

Manpower 

Great  A&P  Tea 

655 
49 

Hon  Hai  Precision  Ind 
Honda  Motor 
Honeywell 

1718 
1248 

Isetan 

1066 

Kone 

170 
952 

Manulife  Financial 
Corporation  Mapfrc 

964 
1806 

Great  Eastern  Holding 
Great  Plains  Energy 

Ishikawajima-Harima 
Ispat  International 

997 

Konica  Minolta 

135 

1521 

154 

Kookmin  Bank 

214 

Marathon  Oil 

1923 

Greater  Bay  Bancorp 
GreenPoint  Financial 

1127 
1698 

Hong  Kong  &  China  Gas 

1647 
1844 
1144 
1258 

Israel  Discount  Bank 

1016 
152 
929 

Koram  Bank 

1782 

Marconi 

749 

Hong  Leong  Credit 
Hongkong  Electric 

ISS 

Korea  Electric  Power 
Korea  Exchange  Bank 
Korea  Gas 

1455 

Markel 

1734 

Group  4  Falck 

811 
1198 

512 
1278 
1454 

Istar  Financial 

344 
467 

Marks  &  Spencer 

1378 
1655 
937 

Groupe  Bruxelles 

Hormel  Foods 

Isuzu  Motors 

1001 

Marriott  Intl 

Grupo  Bimbo 

DP,  Horton 
Host  Marriott 

1231 
454 

Italmobiliare 
Itausa 

1289 
183 

Korean  Air 

242 

Marsh  &  McLennan 

606 

Grupo  Carso 
Grupo  Ferrovial 

Hovnanian  Enterprises 

1311 

ITC 

1047 

Kroger 

Krung-Thai  Bank 

520 
487 

Marshall  &  llsley 
Marubeni 

1152 

Grupo  Fin  Banorte 

1256 

Htoya__ 

266 

Ito-Yokado 

236 

KT 

1752 

Maruha 

1684 

Grupo  Fin  Inbursa 
Grupo  Imsa 

7 

1226 

HSBC  Group 

423 

Itochu 

1414 

KT&G 

963 

Marui 

1953 

Hua  Nan  Financial 

678 

ITT  Industries 

972 

Kubota 

328 

Masco 

1481 

Grupo  Mexico 

1277 

Hua  Xia  Bank 
Huaneng  Power  Intl 
Hudson  City  Bancorp 
Hudson  United  Bancorp 

1420 

ITV 

1765 

Kiihne  &  Nagel  Intl 

415 

Matsushita  Elec  Indl 
Matsushita  Elec  Work 

1490 

Grupo  Televisa 

781 

1645 
1962 
1584 

IVAX 

1749 
1409 

Kumagai  Gumi 

635 

1700 

GTech  Holdings 
Guangdong  Electric 
Gudang  Garam 

875 

Iwataya  Dept  Store 

Kumho  Industrial 

697 

Mattel 

1842 

1788 

lyo  Bank 

1417 

Kuraya  Sanseido 

1053 

Maxim  Integrated 

1452 

622 

Hughes  Electronics 
Humana 

1302 

Jabil  Circuit 

388 
285 
1742 

Kyocera 

Kyushu  Electric  Power 
Kyushu-Shinwa  Holding 

1392 
1737 
376 

Maxis  Communications 
Maxtor 

708 

Guidant 

802 

1720 
1506 

Jaccs 

1512 

Gunma  Bank 

702 

Huntington  Bancshs 

Jacobs  Engineering 

May  Dept  Stores 

1713 

Guoco  Group 

498 
144 

Husky  Encigy 

1112 

Janus  Capital  Group 
Japan  Airlines  System 
Japan  Securities  Fin 
Japan  Tobacco 

809 
186 

L-3  Communications 

1572 
636 

Maytag 

367 
601 

GUS 

Hutchison  Whampoa 
HVB-HypoVereinsbank 
Hyakugo  Bank 

663 
1610 
234 

LOreal  Group 
Laboratory  Corp  Amer 

Mazda  Motor 

H&M 

Hachijuni  Bank 

431 
1633 

1064 
244 

638 

MBIA 

1359 

Lafarge 

125 

MBNA 

1372 
650 
1472 

Hagemeyer 
Halliburton 

1640 

Hyakujushi  Bank 
Hynix  Semiconductor 

620 
1929 

Jardine  Matheson 

756 

Lagardere  SCA 

1870 

McClatchy 

1280 
1856 
1178 
1600 
1766 

JDS  Uniphase 

1909 

Laidlaw  International 
Land  Securities  Group 

1390 

McCormick  &  Co 

Hammerson 

Hyosung 

Hypo  Real  Estate 

1712 
496 

Jean  Coutu  Group 

766 
1534 

174 

McDonald's 

656 
1934 
1722 

Hana  Bank 

Jefferson-Pilot 

LandAmerica  Financial 

576 

McGraw-Hiil  Cos 

Hanjaya  Mandala 
Hanjin  Shipping 
Hankyu 

Hyundai                        i  384 

JFE  Holdings 

1963 

Laurentian  Bank 

279 

McKesson 

Hyundai  Eng  &  Const 

1778 

Jiangsu  Expressway 

1958 
590 
470 
1548 
1056 

Laurus 

1676 

MDC  Holdings 

1223 

1245 

Hyundai  Heavy  Inds 
Hyundai  Merchant  Mar 
Hyundai  Mobis 
Hyundai  Motor 
Iberdrola 
Iberia 

210 
46 
287 
1582 

John  Hancock  Finl 
Johnson  &  Johnson 
Johnson  Controls 
Johnson  Electric 

Lear 

1625 

MDU  Resources 
MeadWestvaco 

511 
1783 
619 

Hannover  Re 

1449 
1092 
180 

Legal  &  General  Group 

917 

Hanshin  Construction 
Hanson 

Legend  Group 
Legg  Mason 

355 
858 

Medco  Health  Solution 
Mediaset 

1954 
1402 
1115 
585 

Hanwa 

Hanwha  Chemical 

189 
1075 

1065 
931 

Johnson  Matthey 
Jones  Apparel  Group 

1027 
"103 
1303 

Leggett  &  Piatt 
Lehman  Bros  Holdings 

1200 
1419 

MediaTek 
Medlmmune 

Hanwha 

1948 
820 

ICAP 

1387 
1772 

Joyo  Bank 

Lend  Lease 

959 

Mediobanca 

Harley-Davidson 
Harman  International 
Harrah's  Entertain 

ICICI  Bank 

JSR 

Julius  Baer  Holding 
Juniper  Networks 

550 
1719 
1649 

Lennar 

1284 

Mediolanum 

1537 

1760 

IDB  Holding 
IFIL 

1276 
1745 

Leopalace21 

248 

Medtronic 

782 
466 

1114 

Leucadia  National 

774 

Mega  Financial  Holdings 

Hartford  Finl  Service 

1072 

1KB 

1618 

Juroku  Bank 

1315 

Level  3  Commun 

1924 

Meiji  Dairies 

1363 

Hasbro 

1332 

IKON  Office  Solutions 

1751 

Jyske  Bank 

760 

Lexmark  International 

335 

Mellon  Finl 

1988 
1836 

Haseko 

292 

Illinois  Tool  Works 

1695 

Kagoshima  Bank 
Kajima 

876 
1931 

LG  Card 

1861 

Mercantil  Servicios 

Hawaiian  Electric 

1334 

Imerys 

833 

LG  Construction 

1107 

Mercantile  Bankshares 

1574 

Hays 

1588 

Impac  Mortgage 

1654 

Kanebo 

1305 

LG  Corp 

63 

Merck  &  Co 

36 

HBOS 

1214 

Impala  Platinum 

1644 

Kaneka 

1484 

LG  International 

633 

Merck 

176 
1380 
1758 

HCA 

632 

Imperial  Chemical  Ind 

1601 

Kanematsu 

1137 

Li  &  Fung 

1852 

Mercury  General 

HDFC-Housing  Devel 

1445 
411 

Imperial  Holdings 
Imperial  Tobacco 
IMS  Health 

1882 

Kangwon  Land 

1246 
785 

Liberty  International 

1857 

Merloni  Elettro 

Health  Care  Property 
Health  Management 
Health  Net 

157 

Kansai  Electric  Power 

Liberty  Media 

40 

Merrill  Lynch 

1122 

1149 

534 

Kao 

1664 

Liberty  Property 

1071 

Metalurgica  Gerdau 

1032 

1505 

Inchcape 

790 

KarstadtQuelle 

165 

Eli  Lilly  and  Co 

59 

MetLife 

684 
543 

HeidelbergCement 

966 

Inco 

1131 

Kasikornbank 

479 

Limited  Brands 

218 

Metro  AG 

Heineken  Holding 

1547 

Independence  Commun 

1069 

Kawasaki  Heavy  Inds 
Kawasaki  Kisen  Kaisha 
Kawasho 

1630 
387 
560 

1146 

Lincare  Holdings 

1864 

Metro  Cash  and  Carry 

407 

HJ  Heinz 

243 
1984 

Indian  Oil 

1413 

Lincoln  National 

1949 

Metro-Goldwyn-Mayer 
Metro  Inc  

1969 
618 

Hellenic  Petroieum 

Indian  Overseas  Bank 
Inditex 

1520 
1013 

Linde 

1725 

Hellenic  Telecom 
Helvetia  Patria 

763 

KB  Home 

Linear  Technology 

1637 

Metso 

1319 

631 

Indl  Bank  of  Korea 

211 

KDDI 

Keihin  Electric 

Keio  Electric  Railway 

Keiyo  Bank 

1589 
1095 

Lite-On  Technology 

1187 

MG  Technologies 

860 

Henderson  Land  Dev 
Henkel  Group 

1555 
1370 

Indl  Dev  Bank  India 
Industrivarden 

1581 

Liz  Claiborne 

974 

MGIC  Investment 

386 
1516 

1274 

47 
162 

Lloyds  TSB  Group 

727 
1462 

MGM  Mirage 

henry  Schein 

1457 
798 

1320 
12 
370 

1130 

IndyMac  Bancorp 

1746 

Lockheed  Martin 

Michaels  Stores 

1300 

Hermes  International 
Hershpy  Foods 
Hewitt  Associates 
Hewlett-Packard 
HHG 

Infineon  Technologies 
Infosys  Technologies 

ING  Group  

Ingersoll-Rand 

1328 

Kelda  Group 

535 
1840 

Loews 

362 

Michelin  Group 

778 

353 
1049 

Kellogg 

LogicaCMG 

1843 

Michinoku  Bank 

1955 

43 
1085 
1005 

Keppel 

1536 

Louisiana-Pacific 

1561 

Microchip  Technology 

1098 

Kerr-McGee 

150 
695 
184 
1496 

Lowe's  Cos 

1068 

Micron  Technology 

Ingram  Micro 

1469 
1297 

Kerry  Group 

Lucent  Technologies 

31 

Microsoft 

Hibernia 

1805 

INI  Steel 

Kesa  Electricals 

Lukoil  Holding 

159 

Millea  Holdings 

1910 
1657 
1513 

Higashi-Nippon  Bank 

978 

Insurance  Australia  1236 

Keske  Group 

H  Lundbeck 

1832 

Mmara  Resources 

Higo  Bank 
William  Hill  Org 

58 
469 
418 

Intel 

262 
1275 

KeyCorp 

890 

Luxortica  Group 

1268 

Mirant 

InterActiveCorp 

Keyence 

1960 
1382 
1010 

Luzerner  Kantonalbank 

1348 

Mitchells  &  Butlers 

1356 

Hillenbrand  Inds 

Interbrew  555 

KeySpan 

Lyondell  Chemical 

544 

Mitsubishi  Chemical 

716 

Hilton  Group 

967 

Intercontinental  Htls         j  204 

Kimberly-Clark 

M-real 

156 

Mitsubishi 

See  page  224  for  footnotes. 
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HANDHELD  OFFICE. 
HANDS-FREE  MEETING 


BLACKBERRY 


INTRODUCING  THE  FIRST  BLACKBERRY® 
WITH  SPEAKERPHONE  AND  WALKIE-TALKIE. 
TRADE  UP  AND  GET  $100  OFF. 

Call.  Email.  Schedule.  Hold  conferences  without  rooms. 

With  the  new  BlackBerry  7510™. 

The  only  full-color  handheld  loaded  with 

cell  phone,  walkie-talkie  and  speakerphone. 

Trade  in  your  old  PDA'  now.  You'll  get  $100  off. 

And  you'll  get  more  done. 


Messages 


800-NEXTEL9  NEXTEL.COM 


NEXTEL 


NEXTEL.  Done.  | 

Offer  ends  6/30/2004.  A  $100  credit  will  be  applied  to  account  as  a  used  equipment  reimbursement.  Credit  will  appear  as  a  "Used  Equipment  Reimbursement"  on  the  1st  or  2nd  invoice  after  the  trade-in  unit  has  been  received  by  Nextel. 
New  activations,  add-ons  and  upgrades  eligible.  Trade-in  units  must  be  lunctional  and  power  on.  'Otter  valid  with  Palm  (i705.  VI I X.  VII  and  Tungsten).  Handspring  Treo  (300, 270, 180),  Good  GI00,  Danger  Sidekick/Hiptop  OS,  and  RIM  850,'  RIM 
857,*  RIM  950*  and  RIM  957'  handhelds.  ©2004  Nextel  Communications,  Inc.  NEXTEL  and  NEXTEL.  DONE,  are  service  marks,  trademarks,  and/or  registered  trademarks  owned  by  Nextel  Communications,  Inc.  The  BlackBerry  and  RIM  families 
of  related  marks,  images  and  symbols  are  the  exclusive  properties  and  trademarks  or  registered  trademarks  of  Research  In  Motion  Limited  -  used  by  permission.  All  other  product  or  service  names  are  property  of  their  respective  owners 
All  rights  reserved. 


BLACKBERRY 


RANK 

COMPANY 

RANK  COMPANY 

RANK 

COMPANY 

586 
391 
309 

Mitsubishi  Electric 
Mitsubishi  Estate 

1035 
345 

Nippon  Mining 
Nippon  Oil 

1826 
912 

Pacific  Century  Reg 
PacifiCare  Health 

1566 

Puma 

1498 

Saks 

1956 

Punch  Taverns 

1833 

Salzgitter 

Mitsubishi  Heavy  Inds 

1391 

Nippon  Shinpan 

1282 

Pactiv 

1286 

Punjab  National  Bank 

752 

Sampo 

1224 

Mitsubishi  Materials 

551 

Nippon  Steel 
Nippon  Steel  Trading 

1410 

Pakistan  Telecom 

1545 

Pusan  Bank 

1118 

Samsung 

492 

Mitsubishi  Motors 

1906 

1817 

Pall 

669 

Qantas  Airways 

1463 

SEM-Samsung  Electro 

398 
225 

Mitsubishi  Tokyo  Finl 
Mitsui  &  Co 
Mitsui  Chemicals 

30 
1285 
862 
736 
797 

Nippon  Tel  &  Tel 
Nippon  TV  Network 

743 

Parker  Hannifin 

888 

QBE  Insurance  Group 
QLogic 

45 

Samsung  Electronics 

794 

PartnerRe 

1757 

920 

Samsung  Fire  &  Marine 

734 

Nippon  Unipac 
Nippon  Yusen 

1707 
1067 

Patterson  Dental 

433 
961 

Qualcomm 

1895 

Samsung  Heavy  Inds 
Samsung  SOI 

1823 

Mitsui  Eng&Ship 

Paychex 

Quanta  Computer 

696 

450 
801 

277 
965 

Mitsui  Fudosan 

Nipponkoa  Insurance 

1485 
1991 
845 
1442 

PCCW 

1141 

Quebecor 

1636 

San-ln  Godo  Bank 

Mitsui  OSK  Lines 
Mitsui  Sumitomo  Ins 

1619 
1622 
866 

Nishi-Nippon  Bank 

Peabody  Energy 

721 

Quest  Diagnostics 
Questar 

1674 

San  Miguel 

Nishimatsu  Construct 
NiSource 

Pearson 

Peninsular  &  Oriental 

1780 
217 

665 

Sandvik 

Mitsui  Trust 

Qwest  Communications 
Radian  Group 
RadioShack 

670 

Sankyo  (pharma) 

1592 

Mitsukoshi 

51 

Nissan  Motor 

343 

JC  Penney 

1077 

1741 

Sankyo  (machinery) 

1918 
403 

Miyazaki  Bank 

1594 

Nissay  Dowa  Genl  Ins 
Nisshin  Steel 

1731 
1690 

Pentair  

People's  Bank 

988 
1006 

950 

Sanlam 

Mizuho  Financial 

1880 

Rallye 

901 
278 
128 

Sanmina-SCI 
Sanofi-Synthelabo 

687 

Mm02 

935 

Nissho  Iwai-Nichimen 
Nissin  Food  Products 

1400 
715 

PeopleSoft 

1621 

Ranbaxy  Laboratories 
R&G  Financial 

1994 

Mobilcom 

1706 

Pepco  Holdings 

1779 
1533 

Sanpaolo  IMI 

744 

Grupo  Modelo 

1128 

Nitto  Denko 

457 

Pepsi  Bottling  Group 

Randstad  Holding 

1834 

Santos 

848 
1002 

Mohawk  Industries 

1493 

Noble  Corp 

1453 

PepsiAmericas 

1398 

Rank  Group 

642 

Sanyo  Electric 

MOL 

1503 

Nok 

104 

PepsiCo 

1807 

Rashid  Hussain 

366 

SAP 

1639 

Molex 

83 

Nokia 

1970 

Performance  Food 

283 

Raytheon 
Reckitt  Benckiser 

1017 

Sappi 

153 

Moller-Maersk 

491 

Nomura  Holdings 

627 

Pernod  Ricard 

513 

1539 

Sapporo  Hokuyo 

1678 

Molson 

1667 

Nomura  Research 

1360 
1603 

Persimmon 

1898 

Red  Electrica  Espana 

237 

Sara  Lee 

1733 

Momiji  Holdings 
Monsanto 

1237 
136 

Noranda 

Perodua 

1828 
1605 

Redwood  Trust 

1386 

SAS  Group 
Sasol 

987 

Nordea 

342 

PetroCanada 

Reebok  International 

417 

263 
1648 

Monte  dei  Paschi 

880 

Nordstrom 

127 

Petrobras 

840 

Reed  Elsevier 

33 
381 

SBC  Communications 

Montpelier  Re  Holding 
MONY  Group 

424 
587 

Norfolk  Southern 
Norilsk  Nickel 

55 

PetroChina 

1696 

Regal  Entertainment 

Sberbank  of  Russia 
SCA-Svenska  Cellulosa 
Scana 

1544 
1142 

1299 

Petrol  Ofisi 

420 

Regions  Financial 

361 

Moody's 

168 

Norsk  Hydro  

1623 

Petronas  Gas 

303 

Reliance  Industries 
Reliant  Resources 

907 

1838 
15 

Moore  Wallace 
JP  Morgan  Chase 

1215 
322 

Norske  Skogindustrier 
Nortel  Networks 
North  Fork  Bancorp 
Northeast  Utilities 
Northern  Rock 

1980 
1613 
114 

24 

652 

Petroplus  Intl 

1040 

681 

Scania  

Schering  Group 
Schering-Plough 

Petsmarl 

1051 
1161 

Remgro 

RenaissanceRe 

584 
340 

28 
834 

Morgan  Stanley 

Wm  Morrison  Supermkts 

767 
1000 

Peugeot  Groupe 

Pfizer 

100 

Renault  Group 

1428 

Schindler  Holding 
Schlumberger 

131 

Motorola 

446 

PG&E 

1755 

Rent-A-Center 

264 

1097 

/  JJ 

MTN  Group 

541 

Northern  Trust 

1083 

Phelps  Dodge 

928 

Rentokil  Initial 

323 

Schneider  Electric 

MTR 

169 

Northrop  Grumman 
Northumbrian  Water 

460 

Philips  Group 

109 

Repsol-YPF 

1673 

Schroders 

73 
698 
822 
1723 

Munich  Re 

Murata  Manufacturing 

1877 

1458 

Phoenix  Cos  

1183 

Republic  Services 

453 

Charles  Schwab 

839 

Northwest  Airlines 

1111 
1535 

PICC  Property  &  Cas 
Pilkington 

1905 
563 
1019 

Research  In  Motion 
Resona  Holdings 
Reuters  Group 
Rexam 

1515 

Scientific-Atlanta 

Murphy  Oil 

1687 
64 

NOVA  Chemicals 

1313 

Scor 

Musashino  Bank 

Novartis  Group                1  167 

Pinault-Prmtemps 

630 
495 

Scottish  &  Newcastle 

1249 

Mylan  Labs 

558 

Novo-Nordisk 

1048 

Pinnacle  West 

1203 

Scottish  &  Southern 

1875 

MyTravel  Group 

1643 

NSK 

946 

Pioneer 

1228 

Rheinmetall 

308 
1262 
668 

Scottish  Power 

1153 
1206 

Nabors  Industries 
Nagoya  Railroad 

1244 
1091 

NStar 
NTL 

1290 
1876 

Pioneer  Natural  Res 
Piraeus  Bank 

1389 
548 

Rhodia 
Richemont 

EW  Scripps 
Seagate  Technology 

574 

Nan  Ya  Plastic 
Nanto  Bank 

1220 

Nucor 

1037 

Pirelli  &C 

293 

Ricoh 

1030 

Sealed  Air 

1604 

1477 

Nurnberger  Beteilig 

569 

Pitney  Bowes 

1058 

Rinker  Group 

172 
1810 

Sears,  Roebuck 

559 

Natexis  Banques 

1147 

NVR 

1866 

Pixar 

PKN  Orlen 

188 

Rio  Tinto12 

Seat-Pagine  Gialle 

86 
508 

Natl  Australia  Bank 
Natl  Bank  of  Canada 

919 

Obavashi  1073 

1120 

Rite  Aid 

1972 

SEB 

265 

Occidental  Petroleum  

Odakyu  Electric  Rail 

1429 
1291 

Placer  Dome 

1044 

RJ  Reynolds  Tobacco 
RMC  Group 

268 

SEB-Skand  Enskilda 

578 
148 
814 

Natl  Bank  of  Greece 

1079 

Plum  Creek  Timber 
PMI  Group 

977 
1480 

654 

Secom 

National  City  

651 

Office  Depot 

1294 

CH  Robinson  Worldwide 

882 
1763 

Securitas 

National  Commerce  Fin 

1658 

Ogaki  Kyontsu  Bank 

239 

PNC  Financial  Service 
Pogo  Producing^ 
Polo  Ralph  Lauren 

78 
893 
1163 

Roche  Group 

SEi  Investments 

1818 

National  Fuel  Gas 
National  Grid  Transco 
National  Semiconductor 

1580 

OGE  Energy 

1616 

Rockwell  Automation 
Rockwell  Collins 

1132 

Seibu  Railway 

182 

273 
1764 

Oil  &  Natural  Gas 
Oita  Bank 

1523 
611 

725 

Seiko  Epson 

1925 

Popular 

1135 

Rogers  Communications 

1671 

Seino  Transportation 

493 

Nationwide  Financial 
Navistar  Intl 
NCC  Group 

713 

Ojj  Paper 

Oki  Electric  Industry 

518 

Porsche 

692 

Rohm 

1443 

Seiyu 

1182 

1468 
1937 

442 

Portugal  Telecom 
Posco 

579 
789 

Rohm  and  Haas 

1288 

Sekisui  Chemical 

1570 

OKO  Bank 

275 

Rolls-Royce 

537 

Sekisui  House 

1212 

NCR 
NEC 

Neiman  Marcus  Group 

348 

Old  Mutual 

1556 

Potash  Saskatchewan 
Power  Corp  of  Canada 
PPG  Industries 

1154 
1218 

Ross  Stores 
Rouse 

1651 
421 

SembCorp  Industries 
Sempra  Energy 

538 
1541 

1901 
784 

Old  National  Bncp 
Old  Republic  Intl 

319 
474 

653 

Royal  &  Sun  Alliance 

900 

Serono 

1705 

Neptune  Orient  Lines 

905 

Olympus 

426 

PPL 

79 

Royal  Bank  of  Canada 

1786 

Service  Corp  Intl 

32 

Nestle 

1177 

Omnicare 

506 

Praxair 

19 

Royal  Bank  Scotland 

1859 

ServiceMaster 

1517 

Network  Appliance 

346 

Omnicom  Group 

1346 

Premcor 

675 

Royal  Caribbean 

1563 

77  Bank 

1421 
1456 
732 

New  Century  Financial 
New  World  Develop 

1301 

Omron 

1339 

T  Rowe  Price 
Principal  Financial 

13 
577 

Royal  Dutch/Shell13 

990 

Severn  Trent 

720 

OMV  Group 

222 

Royal  KPN 

1451 

Severstal 

New  York  Community 

1376 

Oneok 

44 

Procter  &  Gamble 

1140 
91 

Royal  Numico 

1483 

SGS 

989 

New  York  Times 
Newell  Rubbermaid 
Newfield  Exploration 

1136 

Onex 

298 

Progress  Energy 

RWE  Group 

1735 

Shanghai  Automotive 

958 

1448 
1102 

Ono  Pharmaceutical 

257 

Progressive 

1415 

Ryanair  Holdings 

941 

Shanghai  Pudong  Bank 

1888 

OPAP 

1081 

ProLogis 

1266 

Ryder  System 

332 

Sharp 

536 

Newmont  Mining 

238 

Oracle 

582 

Promise 

1501 

Ryland  Group 

1829 

Shaw  Communications 
Shenzhen  Development 

110 

News  Corp 
Nexans 

1426 

Orient 

rce  

1174 
1597 

Protective  Life 
Provident  Financial  Group 

998 

S-Oil  .  

1627 

1999 

2000 

Oriental  Bank  Comme 

666 
458 

1436 
471 
646 
605 

1526 

Sabanc  Group 

908 
1626 
1768 

Sherwin-Williams 

1264 
953 

Nexen 

1026 

Oriental  Land 

1665 

Provident  Financial  Pic 

SABMiller 

Shiga  Bank 

Next 

1992 
499 

Origin  Energy 

924 

Providian  Financial 
Prudential 
Prudential  Financial 
PTT  Public  Company 
Public  Bank 

Sacvr-Vallehermoso 

Shikoku  Bank 

193 

Nextel  Cornmun 

Orix 

105 

Safeco 

728 

Shikoku  Electric  Power 

1975 

Neyvcli  Lignite 

886 

Orkla 

124 

Safeway 

916 
1822 
389 

Shimizu 

1691 
356 

Nidec 
NIKE 

607 
994 

Osaka  Gas 
OTP  Bank 

Outback  Steakhouse 
Outokumpu 
Oversea-Chinese  Bank 
Owens  Corning 

461 
903 

Safeway  Pic 
Sage  Group 

Shin  Kong  Financial 
Shin-Etsu  Chemical 

923 

Nikko  Cordial 

1478 

658 
258 
1093 

Public  Power 

1189 

Sagem 

475 
1660 

Shinhan  Financial 
Shinko  Securities 

1335 
532 

Nikon 
Nintendo 

Nippon  Electric  Glass 
Nippon  Express 

1086 
626 
1504 

Pub  Svc  Enterprise 
Public  Storage 

249 
1940 
517 

J  Sainsbury 

St  Galler  Kantonalbank 

St  George  Bank 

1106 
1753 

Shinsegae 

1461 
616 
1839 
1383 

847 

Publicis  Groupe 

Shionogi  &.  Co 

1103 
993 

Owens-Illinois 

1155 

Publish  &  Broadcast 

142 
1080 
271 

Saint-Gobain 

1738 

Shire  Pharmaceuticals 

Nippon  Light  Metal 
Nippon  Meat  Packers 

Oxford  Health  Plans 

1767 

Puget  Energy 

St  Jude  Medical 

878 

Shiseido 

448 

Paccar 

549 

1 

Pulte  Homes 

St  Paul  Cos 

992 

Shizuoka  Bank 

See  page  224  for  footnotes. 
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AS  CFO,  YOU  HAVE 


TWO 


OICES: 


1.  FIND  A  WAY  TO  REDUCE  HEALTH  INSURANCE  COSTS. 


2.  ACQUIRE  A  TASTE  FOR  MACARONI-AND-CHEESE  DINNERS 


Unless  your  idea  of  a  power  lunch  is  a  heaping  helping  of  orangey-yellowy  goodness,  it's  probably  a  good  time  to  talk  to 
your  HR  director  about  Blue  Cross  of  California's  new,  cost-effective  health-coverage  solutions.  With  our  new  generation 
of  innovative,  consumer-directed  plans,  you  can  help  put  a  lid  on  your  company's  rising  healthcare  costs.  While  helping 
your  company  weather  through  tough  times,  you'll  also  be  giving  your  employees  the  power  to  take  control  of  their 
own  health-coverage  costs.  So,  ask  your  HR  director  to  show  you  our  affordable,  new  options -over  lunch,  perhaps. 
Health  •  Dental  •  Pharmacy  •  Behavioral  Health  •  EAP  I  Blue  Cross  of  California.  The  Power  of  Blue!" 


Medical,  Dental,  Pharmacy  and  Behavioral  Health  products  from  Bjue  Cross  of  California  (BCC)  and/or  BC  Life  &  Health  Insurance  Co.  (BCL&H).  Life  insurance  from  BCLftH.  Pharmacy  and  Behavioral  Health 
only  bundled  with  Medical.  BCC  and  BCL8cH  are  independent  licensees  of  the  Blue  Cross  Association.  S  2003  BCC, 


MueCross 

ofCalifornia 


RANK  COMPANY  RANK  COMPANY  RANK  COMPANY  RANK  COMPANY  RANK  COMPANY 


1432 
1179 

onoppGrs  Drug  Mart 
Showa  Oenko 

noi 
Jo  i. 

480 

■~r~!  

Solectron 

1  C7K 

lb  /  o 

1  ^^A 

Storage  Technology 

1  nno 
lUUo 

Symantec 

896 

Telecom  of  NZ 

Solvay  Group 

Storebrand 

baj 

Syngenta 

a  no 
409 

Telefonica 

889 

Siam  Cement 

1849 

So  m  erf  i  eld 

783 

oiryKcr 

Synopsys 
Synovus  Financial 

1 1  nc 

J  IU  j 

84  2 

Telekom  Austria 

1996 
1865 

Oldlll            Dal  IK 

Siam  Commercial  Bank 

621 
1350 

Sompo  Japan  Insurance 

Q1  n 
yiu 

Sudzucker 

676 

Telekom  Malaysia 

ouiicie  Our  J 

Sonic  Automotive 

4<C  / 

Suez  Group 

1165 

Synthes-Stratec 

791 

Telekom  Indonesia 

478 

Qihnoft 

oionen 

1  79  A 
1.1  CI 

1  O  A  7 

Sumikm  Bussan 
Sumisho  Lease 
Sumitomo  Chemical 

305 
1756 

Sysco 

358 
1259 

Telenor 

1  Q91 

Sietacl  Systems 

1  7Q9 

Sonoco  Products 

1727 

TabCorp  Holdings 

Tele  &  Data  Systems 

35 
1890 
1550 

Siemens  Group 
Sierra  Pacific  Res 

Qioma  -  AlHrif  h 

OlglMd  Mll.lt 

82 

Sony 

562 

1101 

Taiheiyo  Cement 

art  a 
b/4 

TeliaSonera  Group 

1798 
1802 

Soriana 

314 

Sumitomo 

719 

*  SO 

Telkom 

South  Financial  Group 

787 

Sumitomo  Electric 
Sumitomo  Forestry 
Sumitomo  Heavy  Inds 
Sumitomo  Metal  Inds 
Sumitomo  Metal  Mining 
Sumitomo  Mitsui  Finl 
Sumitomo  Realty 
Sumitomo  Trust  &  Bank 

1210 

1  D9R 
1U£0 

1668 
1169 

Taishin  Financial 
Taisho  Pharmaceutical 
Taiwan  Business  Bank 

1  C  A 

lb4 

Telstra 

1435 
1194 
667 

Signet  Group 

178 

Southern  Co 

1982 

984 
810 

Telus 

Sims  Darby 

dim 

SouthTrust 

i  nni 

Temple-Inland 

Simon  Property  Group 

502 

^ni  ltr"HA/PCt  Awhile  ■ 
JUUIIIVvtJol  Mllllllco 

673 
1659 

Taiwan  Cellular 
Taiwan  Semiconductor 

091 

796 

Tenaga  Nasional 

485 

Singapore  Airlines 
Singapore  Press 

Qinoann rr»  T"a r* h 
OH  lgd|JU'  t.  ICLfll 

614 

Sovereign  Bancorp 
SPAR  Handels 
SpectraSite 
Axel  Springer 
Sprint  F0N 

400 

Tenet  Healthcare 

1502 
1595 
318 

1887 

396 
1004 
754 
429 

942 

Taiyo  Life  Insurance 

1632 

Terumo 

1907 

1229 

£- 1-  O 

Takashimaya 
Takeda  Chemical  Inds 
Takefuji 

i  on 
l^U 

Tesco 

SinOannrp  TV»lpf  nm 

Oil  '..  .'  1 1  ' 1  1 1  C     11            1  1  N 

1947 

1  ceo 

Tesoro  Petroleum 

1976 

SinoPac  Holdings 

207 

Sun  Hung  Kai  Props 

481 
816 

1U1 

1530 

Teva  Pharmaceutical 

679 

Q|/  pnrn 
orv.  oorp 
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Sun  Life  Financial 
Sun  Microsystems 

Talisman  Energy 

233 

Texas  Instruments 

722 
970 
841 

Skandia  Insurance 
Skanska 

1551 

SPX 

Ssangyong  Motor 

690 

m  n 

Target 

Tata  Iron  &  Steel 

A  OC 

4Bb 

1  10  A 

Te/tron 

SKF  Group 

1465 

Stani  nrn  P  i  n  a  r"i  i~  o  1 
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Standard  Bank  Group 

OldllUdl  U  OMdltGlCU 

Standard  Pacific 

oxu 
682 

Q1  A 

Suncor  Energy 
Suncorp-Metway 
SunGard  Data  Systems 

004 

Tate  &  Lyle  Group 

1J14 

OlO 

Thai  Airways  Intl 
Thales 

1340 

Sky  Financial  Group 

icq 

Tatneft 

1396 

Thermo  Electron 

288 

SLM 

200 

637 
185 

Sunoco  

SunTrust  Banks 

1670 

1103 

Tatung 

QQ1 

ool 

Thomson 

1369 
1439 

Slough  Estates 

1827 

Taylor  Woodrow 

07  A 

Thomson  Corp 

SMC 

1989 

OUNILy  LILLII  IL 

703 
294 

Supervalu 
Surgutneftegas  Oil 

1108 

TCF  Financial 

Thornburg  Mortgage 

1162 

Smith  &  Nephew 
Smith  International 
Smithfield  Foods 

1773 
456 
818 

o'diiicy  »»ui  i\s 

422 
918 

TriP  firm  in 

i  uu  uroup 

1  CI 

loo 

orvi 

1310 
1336 
870 

Staples 

1721 

Suruga  Bank 

TDK 

ThyssenKrupp  Group 

v? idi  uuk.no 

1113 

Suzuken 

1411 

IcUll  Udld 

1  ALA 
14J4 

Tiffany 

Smiths  Group 
Smurfit-Stone 
SNCF  Participations 

639 

Starwood  Hotels 

452 

JlllUKI  IVPUIUI 

Svenska  Handelsbanken 

*N\A/atr*h  firm  in 
jwaiLii  vj i  u li \j 

Swedish  Match 

1404 
1785 

Technip~Coflexip 

Tiger  Brands 

995 
1560 
1928 
54 
693 

251 
253 
117 

State  Bank  of  India 

223 

Teck  Cominco 

42 

Time  Warner 

State  Street 

933 

1441 
1754 

i  luu  energy 

T  IV  Tnc 
1  JA  UOS 

Snow  Brand  Milk 

Statoil  Group 

1789 

Teekay  Shipping 

1007 

Tobu  Railway 

Societe  Generate 
Sodexho  Alliance 

1393 
425 

Steel  Auth  of  India 
STMicroelectronics 

705 
700 

Swire  Pacific 
Swiss  Life  Holding 

1197 
1234 

Teijin 

1835 

Tochigi  Bank 

Tele  Norte  Leste 

1693 

To  da 

1024 

Softbank 
Sogecable 

1917 

Stockland  Australia 

438 

Swiss  Re  Group 

1193 

Tele2 

1729 

Toho  Bank 

1993 

410 

Stora  Enso 

320 

Swisscom 

412 

Telecom  Italia 

281 

Tohoku  Electric  Power 

See  page  224  for  footnotes 
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LAND  OF  INVESTMENT. 


DOUBLE  YOUR  EXPECTATIONS 


TO  ALL  PARTS  OF  ASIA 


»A  .  M<DK.4JX 


Hub  of  ASEAN 
&  Gateway  to  Asia 

Thailand  is  ideally  located  and  our  up-to-date 
communication  and  transport  infrastructure  guarantee 
fast  and  fluid  product  distribution  to  all  parts  of  Asia. 
Moreover  today,  with  our  close  ties  to  all  neighboring 
countries,  we  have  become  an  ASEAN  hub  and 
gateway  to  Asia. 

Blessed  with  natural  resources,  a  skilled  labor 
force  and  an  ASEAN  leadership  role.  Thailand  offers 
opportunities  both  to  invest  in  diversified  industries 
amid  a  robust  economic  environment  and  with  easy 
access  to  the  world's  largest  markets. 


THAILAND  BOARD  OF  INVESTMENT 

555ViDhavadi-Rangsi(  Rd  .  Chaluchak.  Bangkok  10900. Thailand 
Tel  (662)537  81 11.  (662)537  8555  Fa«:(662)537  8177  E  mail  head#boi  go  th 

www.boi.go.th 
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.wf360.com 


Learn  from  the  world's  most  powerful  CEOs 


and  thought  leaders  about  creating 
value  in  your  world... 

April  15th  2004  ^ 


Laura  Tyson 
Dean,  London 
Business  School 


On  April  15,  2004,  the  world's  top  business  and  thought  leaders  will 
gather  to  discuss  and  debate  critical  issues  affecting  businesses  and 
individuals  today.  Described  in  the  press  as  the  "Democratic  Davos... 
with  soul,"  the  annual  MainEvent™  is  a  leadership  discussion  unlike  any 
other,  which  brings  together  world-class  leaders  unusually  gifted  in 
sharing  their  wisdom,  inventiveness  and  vision  to  debate  the  issues  most 
critical  to  businesspeople  today. 


Niall  FitzGeraid 
Chairman  &  CEO, 
Unilever 


Nicholas  Donofrio 
SVP,  Technology 
and  Manufacturing, 
IBM  Corporation 


It's  a  global  town  hall,  and  you're  invited.  MainEvent's™  Global 
Conversationalists  act  as  guides,  even  provocateurs.  They  start  the 
discussion.  You  get  to  question,  develop  and  expand  the  dialogue 
through  online  interactive  conversation.  Take  part  in  this  conversation, 
along  with  thousands  of  other  businesspeople  in  hundreds  of  locations 
across  the  globe,  by  visiting  www.vA360.corr}. 


Webcast  Sponsor 


accenture 

High  performance.  Delivered. 


Sponsors 


Forbfcs     I NYSE 

*  VJA  i^Wk_»  New  York  Stock  Exchliw* 


NOP  World 


The  Honorable 
Henrietta  Holsman 

Fore,  Director, 
United  States  Mint 


uex 


After 


Recrafting. 
The  return 
on  a  great 
investment. 

Return  your  worn  Allen-Edmonds 
shoes  to  their  original  beauty  with 
Allen-Edmonds  Recrafting*.  We  use 
the  same  techniques  when  Recrafting 
your  shoes  that  we  used  in  their 
original  construction.  Just  mail  us  your 
worn  Allen-Edmonds  in  a  postage-paid 
RecraftPak™.  For  more  information 
or  your  free  RecraftPak,  visit  your 
nearest  dealer  or  call  1-877-495-5564. 

Mien 
.Edmonds 

For  All  Walks  of  Life" 


ALLENEDMONDS.COM 


RANK 

COMPANY 

RANK 

COMPANY 

RANK 

COMPANY 

1911 

Tokyo  Broadcasting 

1850 

United  Mizrahi  Bank 

240 

WellPoint  Health 

72 

Tokyo  Electric  Power 

439 

United  Overseas  Bank 

25 

Wells  Fargo 

1156 

Tokyo  Electron 

94 

United  Parcel  Service 

1196 

Wendy's  International 

369 

Tokyo  Gas 

"77 

US  Bancorp 

733 

Wesfarmers 

1661 

Tokyo  Leasing 

1054 

US  Steel 

399 

West  Japan  Railway 

1784 

Tokyo  Tomin  Bank 

95 

United  Technologies 

1479 

Westcorp 

740 

Tokyu 

718 

United  Utilities 

1685 

Western  Digital 

1546 

Tokyu  Land 

166 

UnitedHealth  Group 

879 

Westfield  America 

1295 

Toll  Brothers 

1240 

Unitrin 

1430 

Westfield  Holdings 

1219 

Tomen 

1977 

Universal 

913 

Westfield  Trust 

1012 

Tomkins 

1317 

Universal  Health 

380 

George  Weston 

528 

Toppan  Printing 

1052 

Univision  Commun 

149 

Westpac  Banking  Group 

934 

Toray  Industries 

430 

Unocal 

284 

Weyerhaeuser 

714 

Torchmark 

758 

UnumProvident 

885 

Wharf  (Holdings) 

151 

Toronto-Dominion  Bank 

1167 

UNY 

599 

Whirlpool 

329 

Toshiba 

336 

UPM-Kymmene 

1046 

Whitbread  Holdings 

1878 

Tosoh 

1425 

US  Airways  Group 

724 

White  Mountains  Ins 

759 

Tostem  Inax 

1467 

US  Commercial 

1945 

Whitney  Holding 

17 

Total 

1573 

USG 

1399 

Whole  Foods  Market 

1771 

Toto 

1190 

UST 

1408 

Wiener  Stadtische 

1897 

Towa  Bank 

1553 

UTStarcom 

609 

Williams  Cos 

1243 

Toyo  Seikan  Kaisha 

497 

Vale  do  Rio  Doce 

1500 

Williams-Sonoma 

1509 

Toyoda  Gosei 

729 

Valeo 

863 

Willis  Group  Holdings 

588 

Toyota  Industries 

333 

Valero  Energy 

1514 

Wilmington  Trust 

8 

Toyota  Motor 

1965 

Valiant  Holding 

1164 

George  Wimpey 

865 

Toyota  Tsusho 

1394 

Valley  Natl  Bancorp 

1941 

Wing  Lung  Bank 

717 

Toys  "R"  Us 

1681 

Van  Lanschot  

1656 

Winn-Dixie  Stores 

395 
1575 

TPG 

TransAlta 

1543 
572 

Vanan  Medical  System 
Vattenfall  Europe 

1343 
836 

Wipro 

Wisconsin  Energy 

468 

TransCanada 

1552 

Vedior  

1914 

WMC  Resources 

1759 

Transmontaigne 

1379 

Vendex  KBB 

447 

Wolseley 

1101 

Transocean 

228 

Veolia  Environnement 

1201 

Wolters  Kluwer 

139 

Travelers  Property 

1184 

Verbund 

1868 

Woodside  Petroleum 

1750 

Travis  Perkins 

957 

Veritas  Software 

594 

Woolworths 

1345 

Triad  Hospitals 

26 

Verizon  Commun 

390 

Woori  Finance  Holding 

357 

Tribune 

843 

VF 

583 

WPP 

1872 

Trizec  Properties 

61 

Viacom 

1614 

WPS  Resources 

1824 

Trustmark 

1886 

Viad 

871 

Wm  Wrigley  Jr 

1124 

TRW  Automotive 

1820 

Vimpel  Communications 

129 

Wyeth 

800 

TUI  Group 

317 

Vinci  Group 

771 

Xcel  Energy 

1304 

Tupras-Turkiye  Petrol 

1885 

Vishay  Intertechnology 

301 

Xerox 

1143 

Turkcell 

1139 

Visteon 

1176 

Xilinx 

1133 

Turkiye  Garanti  Bank 

435 

Vivendi  Universal 

327 

XL  Capital 

566 

Turkiye  Is  Bankasi 

711 

VNU 

1172 

Xstrata 

683 

TXU 

354 

Vodafone 

1298 

XTO  Energy 

76 

Tyco  International 

1567 

Voestalpine 

911 

Yahoo 

472 

Tyson  Foods 

71 

Volkswagen  Group 

1650 

Yamada  Denki 

1039 

UAL 

196 

Volvo  Group 

1889 

Yamagata  Bank 

1611 

UBE  Industries 

944 

Vornado  Realty 

1591 

Yamaguchi  Bank 

11 

UBS 

1186 

Vulcan  Materials 

1168 

Yamaha 

444 

UFJ  Holdings 

1585 

W  Holding 

898 

Yamaha  Motor 

1082 

Unibail 

41 

Wachovia 

1775 

Yamanashi  Chou  Bank 

726 

Unibanco  Group 

10 

Wal-Mart  Stores 

600 

Yamanouchi  Pharm 

92 

UniCredito  Italiano 

197 

Walgreen 

660 

Yamato  Transport 

199 

UES  of  Russia 

1034 

W&W-Wustenrot 

1761 

Yamazaki  Baking 

66 

Unilever14 

1699 

Washington  Federal 

1682 

Yanzhou  Coal  Mining 

1642 

Union  Bank  of  India 

67 

Washington  Mutual 

746 

Yapi  ve  Kredi 

530 

Union  Fenosa 

1009 

Washington  Post 

1997 

Yokogawa  Electric 

192 

Union  Pacific 

255 

Waste  Management 

1831 

YTL 

657 

Union  Planters 

1540 

Waters 

1192 

Yue  Yuen  Industrial 

844 

Unipol 

1431 

Watson  Pharma 

213 

Yukos 

1499 

Uniqa 

1217 

Weatherford  Intl 

521 

Yum  Brands 

813 

Unisys 

1328 

Webster  Financial 

1057 

Zimmer  Holdings 

1800 

United  Auto  Group 

1730 

Weight  Watchers  Intl 

795 

Zions  Bancorp 

830 

United  Microelec 

1191 

WellChoice 

405 

Zurich  Financial  Svcs 

All  figures  are  in  U.S.  dollars  and  are  latest  available.  Market  value  is  as  of  Feb.  13.  Combined  market  value 
for  Carnival  Corp.  and  Carnival  Pic.  (a  dual-listed  company  with  headquarters  in  Panama  and  the  United 
Kingdom)  includes  Carolina  Group  stock.  'Acquired  by  Wm  Morrison  Supermarkets  Pic.  on  Mar.  8.  'Com- 
bined market  value  for  Brambles  Industries  Pic.  and  Brambles  Industries  Ltd.  (a  dual-listed  company  with 
headquarters  in  Australia  and  the  United  Kingdom).  Combined  market  value  for  Reed  Elsevier  Pic.  and  Reed 
Elsevier  NV  (a  dual-listed  company  with  headquarters  in  the  Netherlands  and  the  United  Kingdom). 
'Acquired  by  First  Data  Corp.  on  Feb.  26.  Combined  market  value  for  Investec  Pic  and  Investec  Ltd.  (a 
dual-listed  company  with  headquarters  in  South  Africa  and  the  United  Kingdom).  Combined  market  value 
for  Eurotunnel  Pic.  and  Eurotunnel  SA  (a  dual-listed  company  with  headquarters  in  France  and  the  United 
Kingdom).  Acquired  by  HSBC  Group  on  Feb.  18.  '"Acquired  by  R  R  Donnelley  &  Sons  on  Feb.  27.  "Combined 
market  value  for  BHP  Billiton  Ltd.  and  BHP  Billiton  Pic.  (a  dual-listed  company  with  headquarters  in  Aus- 
tralia and  the  United  Kingdom).  ''Combined  market  value  for  Rio  Tinto  Pic.  and  Rio  Tinto  Ltd.  (a  dual-listed 
company  with  headquarters  in  Australia  and  the  United  Kingdom). 'Combined  market  value  for  Royal  Dutch 
Petroleum  and  Shell  Transport  &  Trading,  (a  dual-listed  company  with  headquarters  in  the  Netherlands  and 
the  United  Kingdom).  "Combined  market  value  for  Unilever  NV  and  Unilever  Pic.  (a  dual-listed  company  with 
headquarters  in  the  Netherlands  and  the  United  Kingdom).  NA:  Not  available. 
Sources:  Exshare:  FT  Interactive  Data.  Reuters  Fundamentals  and  Worldscope  via  FactSet  Research 
Systems:  Bloomberg  Financial  Markets. 
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HOLD  YOUR  HORSES 


KEEP  YOUR  PANTS  ON 


Styles  from  business  to  casual,  sizes  6-16  and  widths  AAA  to  EEE.  Truly  the  widest 
selection  available,  plus  a  multitude  of  belts  and  shoe  care  accessories  you'll  want  to  stop 
and  see.  Or  at  least  slow  down  for.  For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 


For    All     Walks    Of   Life"  Shoes  from  top  to  bottom:  Nottingham,  Cortland.  Assorted  Leather  Belts  allenedmOndS.COm 
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My  WAG  Model 


HOW  WELL  WILL  STOCKS  DO  OVER  THE  NEXT  DECADE? 
There  have  been  oodles  of  pundits  suggesting  that 
they  will  go  nowhere.  The  proposition  that  they  will 
just  stay  flat  for  ten  years  running  is,  of  course, 
absurd;  stocks  gyrate  wildly.  The  talking  heads, 
rather,  mean  that  average  annual  equity  returns  will  be  some- 
where around  zero.  That's  almost  as  absurd.  My  guess — and  at 
least  I'm  willing  to  admit  that  it  is  no  more  than  a  guess — is  that 
stocks'  total  return  will  average  something  better  than  7%  per 
year  over  the  next  decade. 

There  is  no  right  way  to  make  long-term  market  forecasts,  as 
opposed  to  guesses.  Those  who 
say  they  "know"  where  stocks 
will  be  in  2014  are  telling  you 
more  about  what  they  don't 
know  than  what  they  do. 

Future  stock  prices  are  de- 
termined by  shifts  in  supply 
and  demand  for  equities. 
None  of  us  wakes  up  thinking 
about  supply  and  demand  for 
equities.  If  you  do,  you're 
weird.  Our  brains  think  about 
almost  anything  else  when  it 
comes  to  stocks. 

But  it's  definitely  true  that 
supply  and  demand  deter- 
mine the  prices  of  things,  and 
that  fact  is  as  true  of  equities 
as  it  is  of  oil  and  hotel  room 

In       short  term  it's  ^^^^^^^^^^^^ 
demand  that  is  the  driver  of 

where  stocks  go,  because  supply,  in  the  sense  of  how  many  shares 
are  outstanding,  is  pretty  much  constrained.  If  Microsoft  wants  to 
sell  10  million  new  shares  to  expand,  it  has  to  file  papers  with  the 
Securities  &  Exchange  Commission  and  wait  around  for  a  while. 

In  the  long  term  supply  is  quite  elastic,  meaning  that  it  can 
respond  in  a  powerful  way  to  prices.  Keep  the  prices  of  equities 
low,  as  they  were  25  years  ago,  and  companies  retire  more  shares 
than  they  issue.  Raise  the  prices  high  enough,  as  happened  five 
years  ago,  and  all  kinds  of  issuers  come  out  of  the  woodwork 
with  share  offerings.  In  the  long  term  shifts  in  supply  are  nearly 
all-powerful  in  setting  equity  prices. 

Note  that,  over  the  last  20  years  the  total  return  (share  appre- 
ciation plus  dividends)  on  U.S.  stocks  averaged  12.4%  a  year,  while 
the  combined  market  value  of  U.S.  stocks  climbed  22.6%  a  year, 
or  10.2  percentage  points  more.  The  difference  is  new  supply.  Had 
there  been  less  of  it,  stocks  would  have  done  better.  Had  new  [~ 
issuance  been  more,  they  would  have  done  worse.  We  have  no 


It's  a  guess,  but 
a  reasonable 
one:  Over  the 
next  decade 
stocks  will 
average  a 
return  beating 
the  current 
yield  on  Baa 
corporate 
bonds. 


capital  markets  science  or  tech- 
nology with  which  to  forecast 
long-distant  shifts  in  equity  sup- 
ply. We  simply  have  no  clue. 
Hence  we  can't  make  precise 
long-term  forecasts  of  returns. 

So  why  do  I  guess  stocks  will 
exceed  7%  per  year  on  average 
  through  2014?  Stocks  compete 

r^Hj^B^^^S.  against  bonds,  specifically  low- 
\  *r       /  grade  corporate  bonds.  Think  like 

r  '  an  accountant  and  recall  where 

both  sit  on  a  balance  sheet — one  atop  the  other  on  the  right-hand 
side.  Enter  my  WAG  model.  All  scientists  know  WAG  models — the 
"wild-ass  guess."  And  that's  all  this  is.  Now,  measure  the  prospective 
return  on  low-grade  bonds  by  the  yield  on  Baa  (low  investment- 
grade)  issues.  In  78%  of  all  ten-year  periods  since  1925,  average 
stock  returns  have  beaten  the  beginning  Baa  yield.  The  only  times 
this  wasn't  true  were  long  ago.  The  last  was  the  period  1981-90, 
when  the  Baa  yield  started  at  16.8%.  Before  that  the  exceptions  were 
decades  beginning  in  1972  and  1973,  near  the  big  market  top. 

In  some  ten-year  periods  stocks  beat  the  Baa  rate  by  a  lot,  in 
some  periods  by  a  little.  So,  after  a  three-year  bear  market  start- 
ing in  2000,  I'm  more  than  75%  confident  stocks  will  beat  the 
current  6.2%  Baa  yield  over  the  next  decade.  With  demand  for 
stocks  rising  in  the  short  term,  I'm  even  more  confident  this  is 
a  great  year  for  stocks.  So  buy  stocks  like  these: 

Britain's  Gallaher  (47,  glh)  sells  cigarettes,  cigars  and  chew- 
ing tobacco.  Its  price/earnings  ratio  (17)  and  yield  (4.3%)  are  in 
line  with  those  of  British  competitors,  but  its  price/sales  ratio 
(0.5)  is  a  third  lower. 

Having  lagged  its  industry  and  the  broad  market  for  years, 
Dutch-based  life  insurer  Aegon  (13,  AEG)  should  have  a  better 
future  than  past.  It  sells  at  ten  times  prospective  earnings  for 
2004  and  75%  of  annual  revenue. 

How  do  you  exercise  your  ego?  Many  people  do  it  via  a 
fancy  front  door.  For  that  you  go  to  Canada's  Masonite  (26, 
MHM).  It  competes  against  less-focused  wood-products  firms 
and  does  so  very  well  in  North  America  and  parts  of  Europe, 
gaining  market  share  nicely.  At  11  times  2004  earnings 
Masonite  benefits  from  home  remodeling  as  home  prices  rise. 

Better  times  ahead  should  fuel  better  days  in  Las  Vegas  and 
other  gambling  meccas.  You  should  place  bets  in  equal  parts  on 
Caesars  Entertainment  (13,  czr)  and  Harrah's  Entertainment  (53. 
het).  Both  lagged  their  world  in  the  stock  market  since  2000  but 
lead  in  their  industry  in  market  share  of  branded  properties. 
Between  the  two  you  pretty  much  cover  your  bets.  F 

pV|f*l-»fac      Kenneth  L.  Fisher  is  a  Woodside.  Calif.-based  money  manager. 
-    m      Visit  his  home  page  at  www.forbes.com/fisher. 
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Energy  is  a  very  real  thing,  created  by  real  people  focused  on  the  needs  of  real  businesses. 
And  that's  why  choosing  Constellation  as  your  energy  partner  can  give  you  a  real  advantage. 
We  offer  the  experience,  the  knowledge  and  the  vision  necessary  to  provide  tangible  results. 
To  learn  more,  visit  constellation.com. 

Constellation  Energy 

The  way  energy  works:- 


ial  Strategy  |  By  A.  Gary  Shilling 


Monopoly's  Perils 


BEWARE  OF  COMPANIES  WITH  MONOPOLY  POWER, 
whether  gained  by  regulation  or  by  technological 
leadership.  Few  monopolies  are  permanent,  but 
that's  not  the  basic  problem.  It's  their  hide- 
bound ways. 

A  century  ago  AT&T  competed  with  1,500  local  phone 
companies  and  could  muscle  them  aside  because  it  controlled 
all  long-distance  lines.  As  AT&T  wiped  out  rivals,  its  culture 
changed  from  aggressively  competitive  to  status  quo.  Cost 
control  was  undertaken  only  to  appease  regulators.  Cus- 
tomers didn't  matter  much,  since  they  had  no  options. 

This  culture  left  AT&T's 
long-distance  business  un- 
prepared for  the  competitive 
forces  unleashed  by  the  AT&T 
breakup  in  1984.  The  spun- 
off  Baby  Bells,  in  contrast, 
went  into  competitive  mode 
immediately.  Several  hired 
me  at  the  time  to  help  them 
by  explaining  how  the  bro- 
kerage, airline,  trucking  and 
other  industries  had  made 
the  deregulation  shift. 

Meanwhile,  AT&T  mount- 
ed a  disastrous  hostile  take- 
over of  computer  maker  NCR, 
largely  ignored  MCI  and  other 
profit-ruining  competitors 
and  squandered  $100  billion 
on  cable  systems.  Finally, 
in  2000,  it  split  into  four 
weak  pieces. 

Xerox  became  so  dominant  that  "xeroxing"  became  the 
generic  term  for  "photocopying."  Yet  too  much  success  kept  it 
from  recognizing  the  threat  posed  by  cheaper  Japanese 
machines.  Like  AT&T,  Xerox  tried  to  revive  success  with  big 
takeovers  in  areas  that  it  little  understood.  It  bought  insurer 
Crum  &  Forster  in  1983  and  sold  it  in  1998  with  a  $1  billion 
writeoff. 

Bonnie  and  Clyde  called  a  camera  a  "kodak,"  and  Eastman 
Kodak  had  the  U.S.  film  monopoly  back  when  it  sold  film  and 
processing  together.  The  company  shrugged  off  the  antitrust 
breakup  of  the  two  products,  the  entry  of  low-cost  Fuji  film 
and,  until  too  late,  digital  cameras.  Last  year  the  stock  hit  a 
20-year  low,  and  those  "Kodak  Moments"  are  history. 

Some  monopolies  have  the  wit  to  try  to  adjust — and 
may  well  make  the  transition.  In  the  late  1990s 
De  Beers  realized  it  could  no  longer  afford  to 


It's  great  to  be 
your  industry's 
dominant 
player — unless 
that  makes  you 
complacent, 
hidebound 
and  resistant 
to  change. 
GE  adapted. 
AT&T  did  not. 


buy  all  the  world's  surplus  dia- 
monds. Now  it's  emphasizing 
retail  sales  with  its  own  brand 
name  etched  on  the  stones  (see 
my  Sept.  18,  2000  column). 

Microsoft's  near-monopoly 
in  personal  computer  operating 
systems  has  generated  its  own 
antitrust  problems.  Still,  the  firm 
knows  that  as  hardware  reaches 
saturation,  related  software  sales 
will,  too.  That's  why  Microsoft 
plans  to  make  the  PC  with  Windows  software  the  entertainment 
hub  to  service  TV,  DVDs  and  games. 

IBM  jammed  its  mainframes  down  customers'  gullets  until 
PCs  and  workstations  broke  that  monopoly.  Louis  Gerstner,  when 
chief  executive,  shifted  to  offering  consulting  services,  not  just 
carloads  of  big  iron. 

Other  disappearing  monopolies  have  adapted  successfully. 
General  Electric  dominated  light  bulb  production  a  century  ago, 
then  moved  into  appliances  when  homes  were  electrified  in  the 
1920s  and  into  consumer  loans  to  finance  them.  Today  financial 
operations  provide  almost  half  of  GE's  earnings. 

GE's  success  was  not  guaranteed.  It  could  have  become  an- 
other relic  of  the  electric  age,  like  Westinghouse.  But  Vice 
Chairman  Dennis  Dammerman  told  me  recendy  that  the  com- 
pany makes  a  conscious  effort  to  confront  change — and  fail- 
ure— head-on:  "Our  culture  is  not  recent,  but  a  long  time  in 
developing.  When  the  facts  change,  we  have  the  confidence  to 
say,  'We  screwed  up,'  and  go  back  and  fix  it.  In  1975  we  built  a 
new  plant  in  Florida  to  make  flash  bars  for  Polaroid  cameras. 
Obsolete  products  for  obsolete  cameras,  as  it  turned  out." 

GE's  size  and  diversity  help  in  repositioning  the  business. 
"We  can  make  sizable  mistakes  and  not  lose  the  company,"  says 
Dammerman.  But  little  companies  can  adapt,  too. 

Consider  A.I.  Root  Co.,  born  in  the  1870s,  when  Amos  Ives 
Root  of  Medina,  Ohio  pioneered  the  wax  foundation  machine 
to  help  create  modern  beehives.  His  company  went  on  to  dom- 
inate beekeeping  gear  for  hobbyists.  Lately,  though,  pests  and 
pesticides  have  caused  most  hobbyists  (but  not  me)  to  hang  up 
their  veils.  The  company  recently  dropped  beekeeping  equip- 
ment entirely  to  focus  on  candles.  John  Root,  A.I.'s  great-grand- 
son and  president  of  the  company,  explains  that  it  branched 
into  church  beeswax  candles  in  the  1920s.  That  business  line 
took  off  in  the  1960s,  when  fragrances  in  candles  and  later,  col- 
ors, became  popular. 

Few  monopolies  adapt.  The  exceptions  are  noteworthy.  F 
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A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultant 
and  investment  advisers.  Visit  his  home  page  at  www.forbes.com/shilling. 
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Point  of  View  |  By  Steve  H.  Hanke 


Where's  the  Cash? 


EARNINGS  ARE  OPINION;  CASH  IS  A  FACT."  FIRST 
recorded  in  the  1 890s,  that  adage  deserves  to  be  etched 
in  bronze  above  every  investor's  desk.  And  we're  talk- 
ing not  just  about  net  earnings  but  also  about  all  the 
modern  variations  on  that  figure,  such  as  operating 
earnings,  a.k.a.  Ebitda  (earnings  before  interest,  taxes,  deprecia- 
tion and  amortization).  You  might  think  that  by  focusing  on 
operating  earnings,  as  leveraged-buyout  meisters  are  wont  to 
do,  you  avoid  one  of  the  most  subjective  aspects  of  net  income, 
namely  the  rate  at  which  capital  expenditures  are  charged  off  to 
earnings  as  depreciation.  But,  as  Warren  Buffett  has  wisely 
noted,  Ebitda  can  be  even  more  dangerous  than  net  income 
because  it  tempts  the  investor  to  think  of  cap-ex  as  a  luxury. 

"Among  those  who  talk  about  Ebitda  and  those  who  don't, 
there  are  more  frauds  among  those  who  do,"  Buffett  once  said. 
"Either  they  are  trying  to  con  you,  or  they're  conning  them- 
selves." In  the  2003  annual  report  for  Berkshire  Hathaway, 
Buffett  defines  intrinsic  value  as  "the  discounted  value  of  the 
cash  that  can  be  taken  out  of  a  business  during  its  remaining 
life."  Note  the  word  "cash."  That  would  be  cash  after  necessary 


WorldCom 


'96  '97 

Source:  Company  10-K  filings. 

levels  of  capital  outlays.  If  you  want  to  know  what  FedEx  is 
worth,  look  at  what's  left  after  it  has  paid  for  trucks  and  air- 
planes, not  before. 

Why  isn't  the  bottom  line  a  good  measure  of  extractable 
cash?  Because  so  many  of  the  numbers  above  it  in  the  profit- 
and-loss  statement  are  subjective.  Depreciation  isn't  the  only 
fuzzy  number.  There  are  several  ways  to  account  for  long-term 
contracts,  in  which  payments  can  run  ahead  of  or  behind  the 
work.  How  should  a  fluctuating  derivative  contract  be  evaluated 
on  the  books?  In  liquid  markets  you  can  mark  it  to  recent  mar- 
ket value.  In  illiquid  ones  you  have  to  "guess."  What  is  the  true 
cost  of  your  workers'  pensions?  A  myriad  of  actuarial  and 
investment  judgments  determine  the  answer  to  that  question. 
The  valuation  of  foreign  assets  involves  assumptions  about 
exchange  rates.  The  treatment  of  stock  options  can  give  the  best 
accountants  a  headache. 
Goodwill  is  yet  another 


accounting  issue  subject  to 
widely  varying  opinion.  Impair- 
ment of  long-lived  assets 
involves  writedowns,  but  when? 
Yet  another  judgment  call. 

What's  interesting  about  all 
these  choices  is  that  not  a  single 
one  changes  the  balance  in  the 
company's  checking  account.  If 
you  want  a  fair  measure  of 
extractable  cash,  the  ultimate 
end  in  running  a  business,  try 
free  cash  flow.  To  get  the  number,  start  with  "cash  flow  from 
operations"  shown  on  the  flow-of-funds  page  right  after  the 
P&L.  Now  subtract  maintenance-level  cap-ex.  Absent  any  clear- 
cut  information  about  which  plant  and  equipment  outlays 
expanded  the  business  and  which  merely  kept  existing  business 
alive,  assume  that  all  fell  into  the  latter  category. 

This  little  exercise  won't  guarantee  that  you  will  fill  your 
portfolio  with  the  next  Microsoft,  but  it  might  save  you  from 
investing  in  a  WorldCom.  Take  a  look  at  the  chart,  which  dis- 
plays Ebitda  and  free  cash  flow  for  the  now-bankrupt  telecom 
(which  has  since  changed  its  name  to  MCI).  We  measure  from 
1996  through  2001;  the  company  declared  bankruptcy  in  mid- 
2002.  WorldCom  was  reporting  terrific  earnings,  but  it  was 
somehow  always  tapped  out.  Unless  you  had  subpoena  power, 
you  couldn't  have  determined  what  was  going  on — the  com- 
pany was  doctoring  its  P&L  by  recording  ongoing  access-fee 
payments  as  capital  outlays.  But  by  looking  at  free  cash  flow, 
you  might  have  been  suspicious.  Buffett  wouldn't  have  touched 
this  outfit  with  a  barge  pole. 

A  similar  exercise  with  Adelphia  Communications  shows 
Ebitda  zooming  from  $206  million  to  $1,084  million  between 
March  1996  and  December  2000  (date  of  the  last  SEC  10-K  filing) 
while  free  cash  flow  collapsed  from  a  negative  $36  million  to  a 
negative  $1,649  million.  Bid  up  to  $74  a  share  in  January  2000, 
this  is  another  company  now  keeping  bankruptcy  lawyers  busy. 

I  asked  Michael  Ozanian  at  FORBES  to  scroll  through  the 
FactSet  database  for  companies  with  free  cash  flow  per  share 
that  has  been  growing  more  rapidly  than  earnings  per  share 
during  the  past  three  years  and  currently  exceeds  earnings 
per  share.  Two  standouts  are  Black  &  Decker  and  John  H. 
Harland  Co.  Then  he  hunted  for  companies  that  have 
recorded  double-digit  earnings  growth  but  whose  free  cash 
flow  has  been  falling  and  whose  EPS  exceeds  FCFPS.  Among 
them,  Expeditors  International  of  Washington  and  Reynolds 
&  Reynolds.  You've  been  warned.  F 


JpQj*|^k£  Steve  H.  Hanke  is  a  professor  of  applied  economics  at  The  Johns  Hopkins  University  in  Baltimore  and  a 
■MMHmeom    I  senior  fellow  at  the  Cato  Institute  in  Washington.  D  C.  Visit  his  home  page  at  www.forbes.com/hanke. 
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Congratulations  to  these  Climate  Leaders  for  setting  aggressive  targets  to  reduce  greenhouse  gas  emissions. 

Climate  Leaders  is  a  voluntary  EPA  industry-government  partnership  that  encourages  companies  to  develop  long-term  climate 
change  strategies.  For  more  information  on  how  your  company  can  join  the  effort  to  make  our  planet  a  better  place  to  live  and 
work,  sign  on  to  our  website:  www.epa.gov/climateleaders. 


CLIMATE^ 
LEADERS  JL 


U.S.  Environment 


FORBES  LIFE 


Egg-Hunting, 

Pro  Division 

Eight  Faberge  Easter  eggs  went  missing  after  1917. 

Where  are  they?  By  Alan  Farnharr 


Cause  for 
optimism: 
The  Birch  Egg, 
believed  lost, 
recently  emerged 
from  hiding. 


NOTHING  PLAYS  HAVOC  WITH  SERIOUS  EGG  COLLECTING 
the  way  an  uprising  does,  and  Russia,  as  you  probably 
know,  had  a  problem  of  this  sort  in  1917.  The  czar's 
family  was  stripped  of  ornaments  and  baubles, 
including  dozens  of  Imperial  Easter  eggs  made  by 
court  jeweler  Peter  Carl  Faberge.  From  1885  to 
1917,  52  of  these  marvels  had  been  fashioned  in 
his  workshops,  production  being  interrupted 
only  for  the  1904-05  Russo-Japanese  war. 
■A  In  Communist  hands  the  poached  eggs 

ought  to  have  enjoyed  safe  handling.  The 
H  regime  badly  needed  cash,  and  the  eggs  repre- 

sented enormous  value,  having  cost  the  czar 
anywhere  from  $144,000  to  $1.9  million  apiece, 
in  current  dollars.  Not  until  the  late  1920s,  in 
fact,  did  Russia  officially  begin  to  part  with  any 
of  its  hoard.  Eggs  then  sold  have  wound  up  in 
museums  and  private  collections  in  the  U.S.  and 
k  elsewhere  in  the  West.  Other  eggs,  however,  exited 

ttji  ,  Russia  by  unofficial  means;  and  some  disappeared 

9  H  in  the  chaos  immediately  following  the  ransacking 

p  §  of  the  royal  palaces.  Today  eight  are  missing,  their 

4  whereabouts  a  mystery. 

"If  these  eggs  are  in  existence,  they  should  make  an 
appearance  now,"  says  art  historian,  author  and  former 
chairman  of  Christie's  Europe  Geza  von  Habsburg.  Why? 
Because  of  the  surge  in  prices  occasioned  by  the  recent  sale,  to 
Russian  industrialist  Viktor  Vekselberg,  of  nine  Imperial  Easter 
eggs  by  the  owners  of  this  magazine.  The  price  was  not  disclosed, 
but  the  transaction  has  inspired  other  owners  to  think  about  selling. 
Says  Von  Habsburg,  "]  have  heard  estimates  for  individual  eggs  of  $30  mil- 
lion. People  are  asking  for  that  sort  of  money  now." 
Photographs  exist  of  only  two  of  the  missing  eight:  the  Danish  Jubilee  and  the  Alexander  III 
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Commemorative.  But  archival  records  make  clear  that  the 
other  six  included  some  beauties.  The  hen  of  the  1886  Hen 
Egg,  for  example,  was  made  of  gold  and  speckled  with  rose- 
cut  diamonds.  In  its  beak  it  held  a  sapphire  egg.  The  Neces- 
saire  Egg  of  1 889  was  decorated  with  stones  in  an  array  of 
colors — diamonds,  emeralds,  rubies — and  topped  by  both 
a  large  colored  diamond  and  a  cabochon  sapphire. 

So,  where  are  they?  "We  think  one  egg  ended  up  in  the 
U.S.,"  says  Von  Habsburg.  This  may  be  the  Cherub  Egg,  of 
which  (inly  the  sketchiest  description  exists:  a  sapphire 
cherub  pulling  a  two-wheeled  chariot  (possibly  gilt  silver) 
containing  a  golden  egg  set  with  diamonds. 

This  egg  likely  was  part  of  a  hoard  of  imperial  treasure 
the  Soviets  entrusted  to  Armand  Hammer  in  1934  for  sale 
in  the  West.  Hammer  hauled  what  amounted  to  a  Czarist 
thrift  show  from  one  U.S.  department  store  to  another, 
trolling  for  buyers.  A  Lord  &  Taylor  sales  catalog  for  1934  ac- 
tually lists  "a  miniature  amour  holding  wheelbarrow  with 
Easter  egg,  made  by  Faberge." 

Somebody  bought  it — but  we  don't  know  who.  All  of 
Hammer's  notes  and  account  books  later  disappeared, 
probably  destroyed  by  Hammer  himself  because  they 
contained  incriminating  information  about  his  dealings 
with  the  Soviets.  Von  Habsburg  thinks  the  Cherub's  pre- 
sent owner  may  be  someone  in  the  U.S.  who  is  unaware  of 
its  history  and  value. 

Two  more  missing  eggs  may  be  hiding  in  England.  As 
for  the  rest,  you're  best  off  searching  Russia,  where  secret 
stashes  of  Faberge  objects  are  believed  to  be  in  private  hands.  "In 
Russia,"  says  Tatiana  Faberge,  great-granddaughter  of  the  artist, 
"anything  can  happen."  She  refers  to  the  recent  discovery  of  two 
eggs  whose  very  existence  long  had  been  a  matter  of  debate — the 
Constellation  Egg  and  Karelian  Birch  Egg.  Designed  to  be  pre- 
sented in  1917,  these  were  the  last  eggs 
produced.  Work  on  the  Constellation 
was  interrupted,  and  neither  it  nor  the 
Birch  made  it  to  the  czar.  Both  now  are 
on  display  (until  Apr.  12)  at  the 
Kunsthalle  Museum  in  Munich. 

Where  had  these  eggs  been  hiding? 
As  for  the  Constellation,  Tatiana 
Faberge  explains,  "The  one  which  is 
with  blue  glass  had  been  all  the  time  in 
a  mineral  museum  in  Moscow;  they 
claimed  that  my  grandfather  gave  it  to 
them.  But  knowing  him,  he  was  a  col- 
lector, and  collectors  usually  do  not  like 
to  part  with  things.  They  claim  he  gave 
it  to  them  in  1928.  But  he  fled  in  '27,  so 
I  am  not  convinced."  The  staff  of  the 
mineral  museum  mistakenly  believed 
the  egg  was  a  lamp.  "It  was  lying  on  a 
shelf  all  this  time,  in  two  pieces,"  says 


Ovum  interruptus: 
The  newly  found 
Constellation  Egg 
(1917)  is  unfinished. 


m  y 


Out  of  the  Nest 

Lost  Faberge  eggs,  with  dates  of 
fabrication  and  likely  locations. 


•  Hen  Egg  with  Sapphire  Pendant 
1886  Russia 

•  Cherub  Egg  with  Chariot  1888  U.S 

•  Necessaire  Egg  1889  U.K. 
'  Alexander  III  Egg  1896  Russia 

•  Mauve  Enamel  Egg  1897  U.K. 

•  Empire  Nephrite  Egg  1902  Russia 
■  Danish  Jubilee  Egg  1903  Russia 

•  Alexander  III  Commemorative 
Egg  1909  Russia 


Faberge.  "It  was  not  a  very  organized  museum.  They  have  lots  of 
things  there,  in  those  Russian  museums." 

The  Birch  Egg  left  Russia  sometime  after  the  Revolution. 
"How  is  difficult  to  prove,"  says  Faberge,  "but  we  think  it  may 
have  been  taken  by  somebody  from  the  commission  review- 
ing all  the  things  requisitioned  from 
the  imperial  family  and  all  the  rich 
people."  By  the  time  it  had  been 
removed  from  Russia,  it  had  already 
lost  its  "surprise" — the  miniature 
object  concealed  within  it — which 
in  this  case  was  a  mechanical  ele- 
phant. The  elephant,  Faberge  says,  has 
not  yet  been  found.  The  egg  itself 
was  recently  donated  by  a  private, 
unnamed  owner  to  the  Russian 
National  Museum. 

Von  Habsburg  notes  that  the 
Birch  Egg  carries  with  it  a  postscript, 
in  the  form  of  its  invoice,  also  on  dis- 
play in  Munich.  Nicholas  abdicated 
on  Mar.  15,  1917.  Faberge's  invoice, 
dated  Apr.  25,  is  made  out  not  to  the 
"Czar  of  all  the  Russias,"  but  simply  to 
"Mr.  Romanov."  F 
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A  cat  burglar 
explains  how  easy 
it  was  for  him  to 
swipe  $35  million  in 
jewels  from  victims 
rich,  famous 
and  complacent. 
By  Susan  Adams 


He  made  house  calls:  William  Mason. 


THE  GREATEST  JEWEL  THIEF  OF  MODERN 
times,  it  turns  out,  had  lots  in  common 
with  the  Cary  Grant  character  in  Hitch- 
cock^ thriller  To  Catch  a  Thief.  William 
Mason  was  debonair,  athletic  and  all  but 
frictionless  when  it  came  to  giving  cops  the 
slip.  In  his  memoir,  Confessions  of  a  Master 
Jewel  Tliief  (Random  House,  $25),  Mason, 
together  with  coauthor  Lee  Gruenfeld,  re- 
counts heists  that  netted  him  S35  million  in 
hot  sparklers. 

Like  Grant's  cat  burglar,  Mason  cased 
his  high-society  targets  before  sneaking  into 
their  homes  and  laying  his  black-gloved 
hands  on  their  pearls  and  diamonds.  He 
didn't  prowl  the  Riviera,  though.  He  plun- 
dered Cleveland  and  south  Florida. 

He  robbed  Robert  Goulet,  Truman 
Capote,  Johnny  Weissmuller,  Phyllis  Diller 
(twice),  plus  dozens  of  wealthy  men  and 
women  plucked  from  the  society'  pages.  As 
Mason  explains:  "When  you're  filthy  rich, 
the  way  you  compete  is  by  trying  to  con- 
vince everybody  else  that  you're  richer. 
South  Florida's  high-net-worth  ladies  did 
this  by  wearing  their  money  on  their  bod- 
ies and  then  trying  to  get  photographed." 


For  Mason,  the  photos  and  stories  served  as 
advertising  brochures. 

It  was  a  society  page  item  that  drew 
him  to  the  jewel-bedecked  wife  of  Armand 
Hammer.  On  a  dark  and  stormy  night  (no 
kidding)  Mason  swung  a  grappling  hook 
up  into  the  second  story  of  an  open-air 
stairwell  at  the  Hammers'  condo  complex 
in  Fort  Lauderdale,  Fla.  Unseen  by  door- 
men, he  hoisted  himself  up,  then  climbed 
the  stairs  to  the  Hammers'  15th-floor  res- 
idence. He  jimmied  the  lock  on  an  empty 
apartment  adjacent  to  theirs,  then  crept 
along  a  ledge  onto  the  Hammers'  terrace. 
There  he  found  an  unlocked  door,  an  unset 
alarm  and  a  large  box  sitting  in  the  bed- 
room, its  lid  flipped  open  to  reveal  a  cor- 
nucopia of  gems.  He  left  by  the  front  door, 
only  one  of  whose  three  locks  had  been  set. 

Unlocked  doors,  dormant  alarms  and 
open  safes  helped  him  accomplish  his  pre- 
dations.  But  what  helped  most  was  his 
victims'  belief  that  they  were  safe  in  "high- 
security"  buildings.  "Nothing  works  more 
in  a  thief  s  favor  than  people  feeling  secure," 
he  writes.  "The  single  most  important  fac- 
tor in  security — more  than  locks,  alarms, 
sensors  or  armed  guards — is  attitude." 

Complacency  made  former  Olympic 
swimmer  and  Tarzan  star  lohnny  Weiss- 
muller vulnerable.  Weissmuller  and  his 
wife  lived  in  a  building  that  faced  a  golf 
course  in  Fort  Lauderdale.  At  night  the 
links  provided  perfect  cover  for  Mason, 
who  waited  until  the  Weissmullers  went 
out,  then  climbed  up  the  wall  with  his 
trusty  grappling  hook  and  hopped  onto 
their  patio,  where  the  door  had  been  left 
open  and  the  alarm  unset.  Mason  writes 
that  he  snatched  (inadvertently)  an 
Olympic  medal  and  later  felt  awful  about 
it.  He  returned  it  to  Weissmuller  by  mail, 
in  an  unmarked  package.  (Of  course,  it 
would  also  have  been  hard  to  fence.) 

Not  all  scores  went  so  smoothly.  After 
hitting  an  apartment  in  Pompano  Beach 
one  Christmas,  Mason  was  hightailing  it 
down  the  hall  when  a  security  guard  opened 
fire,  hitting  Mason  in  the  stomach.  After  the 
injury  became  infected,  Mason,  doubled 
over  and  woozy,  took  a  plane  to  Cleveland, 
where  his  doctor-cousin  operated. 
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HAS  EMPLOYEE  HEALTH  CARE  COST  GOT  YOU 
WORRIED  ABOUT  YOUR  BOTTOM  LINE? 


■i 


Ef  PacifiCare  Has  Cost-Saving  Solutions 

We  have  an  array  of  innovative  products  and  programs  to  help  you  control  your  company's  health  care  costs.  Our 
Total  Solution  approach  includes  a  wide  range  of  features  and  pricing  to  meet  virtually  any  coverage  or  budget 
requirement: 

■  Medical  PPO,  EPO,  HMO/MCO,  Consumer-Directed  Health  Plan  .Insured  or  Self-Funded. 

■  Specialty  products  to  customize  your  benefit  package:  Pharmacy,  Dental,  Vision,  Behavioral  Health,  Life  and  Disability. 

■  Value-added  services  that  enhance  the  health  care  experience  of  your  employees  without  adding  to  your  bottom  line. 

And  because  20  percent  of  employees  account  for  90  percent  of  health  care  costs,  controlling  costs  is  also  about 
managing  health  outcomes.*  Since  1995,  we  have  used  scientifically  proven  criteria  and  evidence-based  medicine 
in  our  Best  in  Class  Disease  Management  programs  to  control  costs  among  this  population. 

PacifiCare  is  the  only  managed  care  plan  in  the  Foundation  for  Accountability's  category  of  Health  Financing 
Innovators  recognized  for  creating  products  and  networks  based  on  best  cost  and  clinical  outcomes. 

For  more  information,  e-mail  PacifiCare  at  NationalAccountSales@phs.com 

*  Mercer  Human  Resource  Consulting,  Society  of  Actuaries  2002  Annual  Meeting,  Boston,  MA,  October  30,  2002. 


Caring  is  good.  Doing  something  is  better. 

Products  and  services,  including  availability,  may  vary  by  state.  PacifiCare  products  and  services  are  offered  by  one  or  more  of  the  following  PacifiCare  family  of  companies:  PacifiCare  of  AZ, 
Inc.;  PacifiCare  of  CA;  PacifiCare  of  CO,  Inc.;  PacifiCare  of  NV,  Inc.;  PacifiCare  of  OK,  Inc.;  PacifiCare  of  OR,  Inc.;  PacifiCare  offX,  Inc.;  PacifiCare  ofWA,  Inc.;  PacifiCare  Dental  of  CO, 
Inc.;  PacifiCare  Behavioral  Health  of  CA,  Inc.;  and  PacifiCare  Dental  (in  CA).  PacifiCare®  is  a  federally  registered  trademark  of  PacifiCare  Life  and  Health  Insurance  Company.  Indemnity 
insurance  products  offered  in  California  are  underwritten  by  PacifiCare  Life  and  Health  Insurance  Company.  Indemnity  insurance  products  offered  in  Arizona,  Colorado,  Nevada,  Washington, 
Oregon,  Texas  and  Oklahoma  ate  underwritten  by  PacifiCare  Life  Assurance  Company.  Other  products  and  services  are  offered  by  PacifiCare  Health  Plan  Administrators,  Inc.,  RxSolutions, 
Inc.,  and  PacifiCare  Behavioral  Health,  Inc. 
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Join  the  over  5,000  senior  executives  from  around  the  globe  who  have 
restricted  access  to  unique  content,  discussion  boards,  chats  and  polls. 


•  Exchange  ideas,  best  practices  and  strategies  with  your  peers. 

•  Chat  with  Forbes  senior  editors  and  executives. 

•  Watch  keynote  addresses  from  Forbes  Conferences, 
such  as  the  Global  CEO  Conference  in  Hong  Kong. 

•  Get  the  latest  news  and  incisive  commentary 
tailored  to  the  needs  of  the  world's  CEOs. 


Membership  in  the  CEO  Network  is  free  to  qualified  applicants. 
Email  ceoinvite@forbes.net  to  request  your  membership  invitation. 
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Muscular  dystrophy  must  be  stopped  -  and  it  will  be 

MDA,  the  Muscular  Dystrophy  Association, 
is  fundins  research  to  find  treatments  and  cures. 
To  learn  more,  call  1-800-FIGHT-MD 
or  30  to  www.mdausa.org. 


Where  hope  begins 


Why  did  Mason  steal?  Not  just  for  the 
money.  Amazingly,  he  had  a  successful 
day  job  managing  rental  properties  in 
Cleveland,  where  he  grew  up,  and  in  Fort 
Lauderdale,  where  he  lived  with  his  wife 
and  three  kids.  He  got  high  on  the  adrena- 
line. "It  was  like  a  narcotic,  being  some- 
place that  everyone  assumed  no  one  could 
possibly  get  into,"  he  writes.  Mason  broke 
up  most  of  his  loot  before  fencing  it.  He 
also  says  he  unloaded  bracelets  and  watches 
through  Sotheby's  and  Christie's  in  New 
York — a  claim  these  institutions,  when  we 
contacted  them,  could  not  refute.  Both 
stressed,  however,  that  safeguards  put  in 
place  after  Mason  hung  up  his  grappling 
hook  (in  1986,  when  he  was  46)  now  make 
it  harder  to  palm  off  hot  rocks. 

Over  his  30-year  career  Mason's  trade- 
marks were  solitude  and  neatness.  "No 
changes  meant  no  clues,"  he  writes.  It 
worked.  He  was  never  convicted  of 
burglary.  But  he  was  once  found  to  be  in 
possession  of  burglary  tools,  which  is  itself 
a  crime.  He  did  time,  got  out,  broke  parole 
and  went  on  the  lam  for  five  years  with  a 
false  identity.  At  large,  he  lived  large  by  sell- 
ing loot.  He  was  apprehended,  again  served 
time  and  went  free  for  good  in  1988.  At  the 
end  of  his  story  Mason  confesses  to  "over- 
whelming guilt"  for  having  duped  and 
mistreated  his  loved  ones,  especially  his 
long-suffering  ex-wife,  Barbara.  Why  is  he 
confessing  now?  Because  the  statute  of  lim- 
itations has  run  out  for  the  crimes 
recounted  in  the  book. 

How  do  we  know  that  this  fantastic 
yarn  is  true?  We  don't.  As  is  common  prac- 
tice now  among  book  publishers,  Random 
House  did  not  fact-check  the  book  and 
cannot  vouch  for  its  authenticity.  Publicist 
Sally  Marvin  says  simply  that  Mason  pre- 
sented a  pile  of  news  clippings  that  backed 
his  story.  Evidence  was  circumstantial:  A 
police  search  of  Mason's  home,  for  exam- 
ple, turned  up  Phyllis  Diller's  address  book. 

Allowing  for  a  bit  of  braggadocio,  the 
book  is  persuasive — and  riveting.  It  ends 
happily.  Like  the  Cary  Grant  character,  who 
woos  and  wins  a  ravishing  heiress,  Mason 
has  settled  down  with  Francine  Loveman, 
a  Cleveland  socialite  and  former  model 
who  left  her  industrialist  husband  for 
Mason,  back  when  Mason  was  on  the  lam. 
The  couple,  who  live  in  New  York,  own  a 
business  that  sells  costume  jewelry.  F 
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City  of  Coconut  Creek,  Florida 

4800  W.  Copans  Road  •  Coconut  Creek,  FL  33063 

(954)  973-6770  |  "The  Environmental  City  of  the  Future  with  a 

Personal  Touch."  |  www.creekgov.net 

City  of  Commerce  City,  Colorado 

9841  E.  157th  Avenue  •  Commerce  City,  CO  80022 

(303)  289-3612  |  "Commerce  City:  a  Dynamic  Growing  Community 

in  the  Denver  Metro  Area.  |  www.ci.commerce-city.co.uc 

City  of  Dublin,  California 

100  Civic  Plaza  •  Dublin,  CA  94568  •  (925)  833-6650 

"Dublin  is  a  Great  Place  to  Grow  -  Make  us  a  Part  of  your  Future!" 

www.ci.dublin.ca.us 

City  of  Eagle,  Idaho 

310  E.  State  St.  /  P.O.  Box  1520  •  Eagle,  ID  83616  •  (208)  939-6813 
Eagle  offers  Urban  Services  in  a  Rural  Setting  we  call  "Rurban". 
www.cityofeagle.org 

City  of  Euless,  Texas 

201  North  Ector  Drive  •  Euless,  TX  76039  •  (817)  685-1400 
A  City  of  48,950  Population:  Located  Adjacent  to  the 
Dallas/ Fort  Worth  Airport.  |  www.ci.euless.tx.us 

City  of  Hercules,  California 

111  Civic  Drive  •  Hercules,  CA  94547  •  (510)  799-8200 

A  Great  Place  to  Live/  Do  Business  in  the  San  Francisco  Bay  Area. 

www.ci.hercules.ca.us 

City  of  Keller,  Texas 

1100  Bear  Creek  Parkway  /  P.O.  Box  770  •  Keller,  TX  76244-0770 
(817)  743-4000  |  Keller,  Texas  -  Destination  of  Choice  for  Business 
and  Residents.  |  www.cityofkeller.com 

City  of  Lakeville,  Minnesota 

20195  Holyoke  Avenue  •  Lakeville,  MN  55044  •  (952)  985-4400 
A  Community  of  Quality  Development  and  Exceptional  Lifestyle. 
www.ci.lakeville.mn.us 

City  of  La  Porte,  Texas 

604  W.  Fairmont  Parkway  •  La  Porte,  TX  77571  •  (281)  471-5020 
Turning  Vision  to  Reality  -  Opportunity  on  the  Texas  Gulf  Coast. 
www.ci.la-porte.tx.us 

City  of  Lathrop,  California 

16775  Howland  Road  •  Lathrop,  CA  95330  •  (209)  858-2860  ext.  281 
A  Municipal  Government  with  a  Growth-Friendly  Approach. 
www.ci.lafhrop.ca.us 

City  of  Mesquite,  Nevada 

10  East  Mesquite  Boulevard  •  Mesquite,  NV  89027 

(702)  346-5297  |  Nevada's  "Palm  Springs"  -  Come  for  a  day, 

Stay  for  a  Lifetime.  |  www.mesquitenv.com 

City  of  Monroe,  North  Carolina 

P.O.  Box  69  •  Monroe,  NC  28111-0069  •  (704)  282^500 

Monroe  is  a  City  Focused  on  the  Future  while  Preserving  it's  Past. 

www.monroenc.org 

City  of  New  Smyrna  Beach,  Florida 

210  Sams  Avenue  •  New  Smyrna  Beach,  FL  32168 

(386)  424-2100  |  The  City  of  New  Smyrna  Beach  is  a  Municipal 

Government.  |  www.cityofnsb.com 

City  of  Pearl,  Mississippi 

2420  Old  Brandon  Road  /  P.O.  Box  5948  •  Pearl,  MS  39208 
(601)  932-2262  |  Fastest  Growing  Central  Mississippi  City  with 
Attractive  Business  Climate.  |  www.cityofpearl.com 

City  of  Rockwall,  Texas 

385  S.  Goliad  Street  •  Rockwall,  TX  75087  •  (972)  771-7700 
Rockwall  is  22  miles  East  of  Dallas  on  1-30  on  Lake  Ray  Hubbard. 
www.rockwall.com 


"Champions  of  Industry" 
spotlights  small  cities  across 
the  nation.  Each  is  recognized  for 
high  community  involvement, 
population  growth,  exemplary 
schools,  economic  development 
and  a  vision  for  the  future. 

-  Pat  Summerall 


City  of  Sun  Prairie,  Wisconsin 

300  E.  Main  Street  •  Sun  Prairie,  WI  53590  •  (608)  825-1193 

The  City  of  Sun  Prairie  -  Wisconsin's  Fastest  Growing  Community. 
www.cityofsunprairie.com 

City  of  Tarpon  Springs,  Florida 

324  E.  Pine  Street  •  Tarpon  Springs,  FL  34689  •  (727)  938-3711 
Municipal  Government  on  Florida's  West  Coast. 
www.ci.tarpon-springs.fl.us  and  www.tourtarpon.com 

City  of  Tulare,  California 

411  E.  Kern  Avenue  •  Tulare,  CA  93274  •  (559)  684-4200 
The  City  of  Tulare  is  the  Agri-Center  of  the  World. 
www.ci.tulare.ca.us 

Lake  Havasu  City,  Arizona 

2330  McCulloch  Blvd.  N  •  Lake  Havasu  City,  AZ  86403 
(928)  855-2116  |  A  Dynamic,  Scenic  Desert  Community  on  the 
West  Coast  of  Arizona.  |  www.ci.lake-havasu-city.az.us 

Town  of  Holly  Springs,  North  Carolina 

128  South  Main  Street  /  P.O.  Box  8  •  Holly  Springs,  NC  27540 
(919)  552-6221  |  Dedicated  to  Staying  Progressive  and  Family 
Centered.  Near  Raleigh.  |  www.townofhollyspringsnc.net 

Town  of  Marana,  Arizona 

13251  N.  Lon  Adams  Road  •  Marana,  AZ  85653  •  (520)  682-3401 
Between  Santa  Catalina/Tortolita  Mtns:  Fastest  Growing  Town 
in  Second  Fastest  Growing  State  in  the  U.S.  |  www.marana.com 

Town  of  Mooresville,  North  Carolina 

413  North  Main  Street  /  P.O.  Box  878  •  Mooresville,  NC  28115 
(704)  663-3800  |  A  Municipal  Government,  with  a  Population 
under  20,000.  |  www.ci.mooresville.nc.us 

Village  of  Lombard,  Illinois 

255  E.  Wilson  Avenue  •  Lombard,  IL  60148  •  (630)  620-5700 
Lombard,  Illinois  -  The  Lilac  Village.  There's  no  Place  Like  It! 
www.villageoflombard.org 

Village  of  Streamwood,  Illinois 

301  E.  Irving  Park  Road  •  Streamwood,  IL  60107  •  (630)  837-0200 
Full  Service  Community  Devoted  to  Customer-Oriented  Public 
Service.  |  www.streamwood.org 

Village  of  Weston,  Wisconsin 

6105  Morningview  Lane  •  Weston,  WI  54476  •  (715)  359-6114 

N.  Central  Wisconsin's  Fastest  Growing  Community  Adding  $250 

million  in  Value  in  the  Last  3  Years.  |  www.westonwisconsin.org 


Learn  more  about  these  "Best  Managed 
SmallCities"  by  visiting  their  websites 
or  contacting  them  directly. 

Made  possible  by: 

Pat  Summerall  Productions 

Richardson,  Texas  •  (972)  907-2525 
industryview.com 
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Acura (2004) 
www.acura.com 
^  Aston  Martin 
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www.astonmartin.com 

BMW  X3 
800-334-4BMW 
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FOR  FULL  CATALOGUE  AND  INFORMATION 

WWW.COLLEGE.CH 

admission@college.ch 


Tel.  +41  1 308.3908  ■  Fax  +41  1  308.3512  *• 


Robert  Kennedy  College  has  been  granted  legal  status  by  the  Cantonal  Department  of  Education.  (CantofI  Jura) 


"Lancaster  powers 
through  strong 
European  field** 

(Financial  Times  January  2004) 

■  Highest  new  entrant  in  world's 
top  1 00  global  MBA  programmes 

■  I  st  in  world  for  %  women 

on  the  MBA  (53%) 

mba@lancaster.ac.uk 
+44(0)1524  594068 
www.lums.lancs.ac.uk 


Lancaster  University 

Management  School 


EQUIS 


To  advertise  in  the  International 
Classified  section  please  contact 
Robert  Read,  London 
Tel:  +44  20  7529  6015 
Fax:  +44  20  7629  0700 
forbes@impact-media-group.com 


B  GENEVA  2004 

Z  During  the  past  two  decades,  the  FAME  Executive  Courses  in  Finance 

ul  have  become  the  benchmark  for  executive  training  in  asset  allocation, 

z  risk  management,  forecasting  and  quantitative  analysis. 

c/>  The  emphasis  on  practical  applications  and  our  renowned 

}Jj  international  faculty  ensure  that  participants  build  skills  that  are 

Q£  directly  applicable  to  their  daily  work  environment. 


1  Tim  Bollerslev  April  26-30 

ESTIMATING  AND  FORECASTING  FINANCIAL  MARKET 
VOLATILITY  AND  CORRELATION 


C_3 
LU 
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2  Michael  W.  Brandt  May  3-7 
THE  ECONOMETRICS  OF  ASSET  ALLOCATION 

3  Yacine  Ai't-Sahalia  May  17-21 
INTEREST-RATE  MODELS:  THEORY  AND  PRACTICAL 
APPLICATIONS 

4  G.  Andrew  Karolyi  May  24-28 
EQUITY  PORTFOLIO  MANAGEMENT 

5  DidierCossin  May  31  -June  4 
CREDIT  RISK  PRICING,  MANAGEMENT,  AND  THE  USE 
OF  CREDIT  DERIVATIVES 

6  Kevin  Wilson  August  16-20 
SHAREHOLDER  VALUATION  AND  SECURITIES  ANALYSIS 

7  Richard  Levich  August  23-27 
EXCHANGE-RATE  ECONOMICS  AND  FORECASTING 

8  Francis  X.  Diebold  August  30-September  3 
FINANCIAL  ECONOMETRICS  AND  FORECASTING 

9  Stephen  Schaefer  September  6-10 
MODERN  FIXED  INCOME  MARKETS:  RELATIVE  VALUE, 
ARBITRAGE,  PORTFOLIO  AND  RISK  MANAGEMENT 


10 


Philippe  Jorion 

GLOBAL  ASSET  ALLOCATION 


September  13-17 


11 


12 


13 


T.  Schneeweis  and  G.  Beliossi  September  20-24 
ALTERNATIVE  INVESTMENTS 

Russ  Wermers  September  27-October  1 

PERFORMANCE  EVALUATION  AND  ATTRIBUTION 

Salih  Neftci  October  11-15 

CALIBRATION.  ESTIMATION  AND  NUMERICAL  METHODS 
IN  FINANCE 

14  M.  Hoesli  and  0.  Scaillet         November  1-5 
REAL  ESTATE  INVESTMENT  AND  FINANCING 

15  David  Cox  November  8-12 
IMPLEMENTING  QUANTITATIVE  TECHNIQUES  FOR 
FINANCIAL  MARKETS 

16  ReneStuIz  November  15-19 
INTEGRATED  RISK  MANAGEMENT 


17  Salih  Neftci 

FINANCIAL  ENGINEERING 


November  22-26 


and 

THE  CERTIFICATE  FAME         July  26-August  27 
A  5-week  immersion  program  in  asset  management, 
structured  products  and  private  banking. 


For  further  information,  please  contact: 

Fabienne  Garcelon  or  Olga  Solari 
FAME  Av.  Blanc  49  -  CH-1202  Geneva  -  Switzerland 
Tel:  +41  22  731  95  55  -  Fax:  +41  22  731  95  75 
executive-courses@fame.ch  -  www.fame.ch 
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Executive  Program 


Kent  State  University    Kent  State  University's  Executive  MBA  is 
one  of  the  oldest,  AACSB-accredited  programs  in  the  country,  and  the  lx;st  value 
in  Northeast  Ohio.  The  19-month  curriculum  prepares  business  professionals  for 
leadership  positions.  On-site  and  online  classes  enhance  the  learning 
experience,  while  reducing  interference  with  a  busy  professional's  obligations. 

Features  include  weekend  scheduling  and  a  suburban  location  30  minutes 
from  Akron'Canton  and  less  than  an  hour  from  Cleveland's  eastside.  An  all- 
inclusive  fee  covers  tuition,  textlxx>ks,  parking,  meals,  and  a  two-week 
experience  abroad.  For  infomiation  on  the  August  2004  class,  call  330-672-1179 
or  email  jjanosko@bsa3  kent.edu. 

Graduate  School,  USDA  At  the  Graduate  school,  usda. 

pride  ourselves  on  our  history,  dedication  and  commitment  to  academic 
excellence.  Through  an  extensive  array  of  career-related  courses  and 
development  programs,  we  provide  training  solutions  to  meet  the  diverse  needs 
of  our  government  clients  and  to  assist  individuals  in  their  quest  for  lifelong 
learning  and  advancement. 

The  Graduate  School  offers  a  wide  range  of  courses,  programs  and  services 
in  more  than  100  cities  across  the  country  and  around  the  world.  We  provide  a 
traditional  instructor-led  curriculum  as  well  as  distance  education  courses  in 
numerous  formats.  We  also  offer  custom-design  programs  to  match 
organizations'  unique  training  needs.  Through  our  International  Institute  we  train 
individuals  in  public  life  in  far-off  places.  Anyone,  anywhere,  18  years  or  older, 
can  enroll  in  our  daytime  or  evening  courses  or  participate  in  our  self-paced 
training.  Since  1921,  the  Graduate  School,  USDA,  has  helped  more  than  two 
million  students  create  their  own  success  stories. 

Through  a  diverse  curriculum  -  including  administrative  and  business  skills, 
foreign  languages,  financial  management,  government  auditing,  human 
resources  management,  information  technology,  leadership  development, 
personal  enrichment  and  retirement  planning  -  the  Graduate  School  strives  to 
meet  the  needs  of  professionals  in  both  the  public  and  private  sectors  in  all 
phases  of  their  careers. 


UNIVERSITY  OF  ROCHESTER 


Educating  the  heads  of  corporations 
past,  present  and  future. 


GRADUATE  SCHOOL  OF  BUSINESS 

University  of  Rochester 

Where  thinkers  become  leaders 


Our  services  extend  far  beyond  just  classroom  education  to  include 
organizational  development  facilitation,  coaching  and  mentoring  development, 
career  counseling  and  conference  management.  The  School  has  the  capacity  to 
design,  build,  manage  and  deliver  any  course  on-site  at  the  request  of 
organizations,  from  off-the-shelf  classes  to  fully  customized  programs,  including 
foreign  languages  like  Arabic  or  Spanish. 

Our  students  measure  their  successes  in  many  different  ways  -  new  jobs, 
new  careers,  new  skills,  new  responsibilities  and  new  opportunities.  But  at  the 
Graduate  School,  USDA,  we  measure  our  success  by  yours. 

For  more  information,  visit  our  Web  site  at  www.grad.usda.gov/welcome. 
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THOUSANDS 


Of  Businesses  For  Sale  By  Owners 
Nationwide.  Preview  Businesses 
For  Free. 

otGWBS 

If  Interested  In  Buying  Or 
Selling  A  Business  Call  


1-800-999-SALE 

or  visit  www.gwbs.com 


IS  THIS  THE  PERFECT 
WHITE  COLLAR  BUSINESS? 


FREE  VIDEO  reveals  why  prominent  attorney  left 
practice  for  goldmine  business  providing  low-cost 
lawsuit  protection,  privacy,  tax  reduction-now 
needs  Associates  nationwide.  You  can  enjoy 
exceptional  income,  ideal  lifestyle  and  prestige 
representing  these  important  services  to  business 
owners,  professionals  and  families  in  your  area. 
Local  appointments  available.  You  earn  large 
initial  fees  plus  renewals.  As  few  as  10  clients 
yields  as  much  as  S64.000.00  income.  Work  from 
home,  no  overhead,  flexible  hours  you  control.  No 
franchise  fee.  Fast  start.  Full  training  and  support. 
Proven  business  system.  No  special  education, 
financial  background  or  sales  expenence  required. 
24-hour  free  recorded  message:  (800)  653-4497 


www.e-moroorate.com 


Form  Your  Delaware 
Corporation  or  LLC  Now! 

FREE  Delaware  Incorporation 


Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


"Former  Iowa  Prison  Guard 

Shows  Investors  How  to 
Escape  Financial  Prison  and 
Truly  Profit  From  America's 
Heartland" 

In  This  FREE  Report  I  reveal  the 
easy  to  implement  apartment  and 
commercial  property  investment 
system,  with  a  10  year  track  record, 
that  millionaire  real  estate  investors 

are  profiting  from  -  here  in  the 
heartland  of  the  U.S.  With  No  Time 
Consuming  Management  Necessary 
-  and  how  I  discovered  it  years  ago 
while  working  as  a  prison  guard. 
www.daringarman.net  or 
FREE  Recorded  Message  At 
1-800-471-0856  ID#3333 


MONTANA  LAKE  HOME. 


Stunning  lake  and  mountain  views  from 
every  room.  Outdoor  fireplace  and  wraparound 
patios.  1  acre+.  Located  on  Flathead  Lake. 
One  hour  from  two  major  airports. 
Bordering  27-hole  golf  course.  Ideal  for  seasonal, 
permanent  or  vacation  home  or  corporate  retreat. 
Other  view  homes  and  homesites  available 


MONTANA  LAKE  COMMTOm 


Poison,  Montana  I  800-375-0487  |  Email:  info@mhsionbayhome.com 


Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits 
Complete  Training. 
Call  lor  Free  Information. 

800-995-0049  ext.1 862 


A  Mind  Boggling  Profit  Potential 

Earn  a  serious  six  figure  income  yearly 
with  our  proven  program  now  being 
implemented  in  high  schools  across  America. 
Exciting  &  unique  opportunity  for 
individual  w/  mgmt./sales  ability. 
Inv.  of  $19,500 

866-635-8455 


SWISS  WATCHES 


GREAT  DISCOUNT  PRICES! 

•  TAX  FREE  r 

•  2003  MODELS 

•  100%  AUTHENTIC 

•  CARTIER,  OMEGA,  TAG,  ETC 

CALL  NOW  (949)  470-4545 


WWW.ATLANTICTIME.COM 


current  SLOW 
nomy  Is  making 
BIG  MONEY  for  loan 
and  leasing  brokers! 


Business  Loans    Equipment  Lease 
OWN  YOUR  OWN 
BUStNESS  LOAN  COMPANY 

No  experience  needed.  We  support  youl 
receive  a  FREE 

46  MINUTE  VIDEOTAPE  SEMINAR  WSBSE 
FULL  COLOR  INFO  PACKET  &  BROCHURE 


Forbes  Stock  Market  Course 


First  published  in  I948  by  Malcolm  Forbes,  the 
Forbes  Stock  Market  Course  has  helped 
thousands  of  investors  navigate  their  way  to 
profits  and  financial  success.  The  newest  edition 
gives  you  a  better  understanding  of  everything 
from  Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine  you 
are  invited  to  take  advantage  of  a  special  price 
of  just  $99.95  (save  $50  off  the  regular  $149.95 
price).  Go  to  www.forbesinc.com/smc  and  place 
your  order  now  or  call  1-800-429-0106. 


thebrightspot.com 


Website  and  catalog  of 
Mission,  Mica,  Tiffany 
lamps  &  light  fixtures 
Quoizel's  Indian  Summer 


thebrightspot.com  □  (800)736-01 


Award 
Winning 
Book 

Order  Now 


NATIONAL  WATCH  &  DIAMOND  ■  S,even  SearS-  CPA  '  AMorney  at  Law 

national  ^jj^  .5j^|_.  trade  |  949-262-1100  •www.searsatty.com 


Sales  Leads  &  Mailing  Lists 


14  Million  Businesses-Select  by  geography, 
sales  volume,  business  type,  contact  name, 
credit  rating  and  more. 

13  Million  Executives  &  Prolessionals- 

Reach  the  right  decision  makers. 


Call:  1-800-264-4241 

www.infoUSA.com 


New  Homeowners, 
Wealthy  Individuals, 
New  Movers 


Select  by  Age,  Income,  Home  Value,  Occupation 

Call:  1-800-266-7704 

Email:  sandiw@in1ousa.com 

www.infoUSA.com  mmf. 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process. 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 
It's  InvestorTainment®  We  use  investor 
funds  to  purchase  distressed  property 
nationwide.  The  properties  are 
rehabilitated  and  sold  for  a  profit-Simple! 
Rated  lowest  Risk  by  Dun  &  Bradstreet 
Toll  Free  (877)610-5982 
Office  847-426-8701 
CEO  847-341-4325 
Website  www.investforclosures.com 
Email  info@investtorclosures.com 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier,  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nalionalwatch.com 

Slh  i  dnitlll  SttHtl,  Hlllo  ,  ft  »»0..».i*<dM..CTl. 


TIMESHARES 


save  up  to. 

70 


off  retail 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  800-640-7639 


HOLIDAYGROUP.com 


Forbes  Subscribers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at...www.forbes.com/customerservice 


THOUGHTS 


On  the  Business  of  Life 


Andrew  Tobias,  the  author  of  The  Only  Investment  Guide  You'll  Ever  Need,  invested  $10,000 
for  Esquire  and  periodically  reported  the  results.  After  all  the  costs,  and  during  a  down 
market,  he  turned  the  $10,000  into  $12,71 1  and  "retired" after  nine  months.  "Managing 
money  publicly,  on  whatever  scale,  involves  even  more  pressure  than  I  had  imagined.  Not  because  of  the 
risk  of  loss,  but  because  of  the  risk  of  looking  stupid,"  Tobias  said.  The  dumber  we  are,  the  more  we  hate 
to  have  it  visible — but  we  who  write  find  it  tougher  to  conceal.  — MALCOLM  S.  FORBES  (1978) 


/  haven't  been  wrong  since  1961,  when  I 
thought  I  made  a  mistake. 

—BOB  HUDSON 


// /  had  to  live  my  life  again,  Vd  make 
the  same  mistakes,  only  sooner. 

— TALLULAH  BANKHEAD 


/  may  have  my  faults,  but  being  wrong 
ain't  one  of  them. 

— JIMMY  HOFFA 


To  err  is  human,  to  forgive  supine. 

—S.J.  PERELMAN 


To  err  is  human 
And  stupid. 

—ROBERT  BYRNE 


You've  always  made  the  mistake  of  being 
yourself. 

—EUGENE  IONESCO 


George  the  Third 

Ought  never  to  have  occurred. 

One  can  only  wonder 

At  so  grotesque  a  blunder. 

—EDMUND  CLERIHEW 


All  men  make  mistakes,  but  married 
men  find  out  about  them  sooner. 

—RED  SKELTON 


Carney's  Law:  There's  at  least  a  50-50 
chance  that  someone  will  print  the  name 
Craney  incorrectly. 

—JIM  CANREY 


Experience  teaches  you  to  recognize  a 
mistake  when  you've  made  it  again. 

—ANONYMOUS 


It  is  worse  than  a  crime:  It  is  a  mistake. 

—JOSEPH  FOUCHE 


Truth  is  one,  but  error  proliferates. 

—RENE  DAUMAL 


Mistakes  are  at  the  very  base  of  human 
thought.  If  we  were  not  provided  with  the 
knack  of  being  wrong,  we  could  never  get 
anything  useful  done. 

—LEWIS  THOMAS 


My  only  solution  for  the  problem  of 
habitual  accidents  is  to  stay  in  bed  all 
day.  Even  then,  there  is  always  the  chance 
that  you  will  fall  out. 

—ROBERT  BENCHLEY 


A  Text... 

It  is  better  to  trust  in  the  Lord  than 
to  put  confidence  in  man. 

—PSALMS  118:8 

Sent  in  by  Ralph  Welikson,  Brooklyn,  N.Y. 
What's  your  favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the  Business  of  Life  is 
given  to  senders  of  Bible  texts  that  are  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetically  by 
subject,  are  available  in  a  900-page,  one-volume 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  on  the 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping  and 
$1  per  item  for  handling  (add  applicable  sales  tax). 
To  order,  please  call  toll-free,  1-800-876-6556. 
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WE  STARTED  IN  I 
THE  MAILROOM. 

NOW  WE'RE 
PRACTICALLY 

RUNNING 
THE  PLACE. 


If  you  still  think  of  Pitney  Bowes  as  the  postage-meter  people,  here's  a  thought: 
Today,  we're  working  with  nearly  every  FORTUNE  500  company,  engineering  solutions 
that  go  far  beyond  the  mailroom. 

By  optimizing  the  flow  of  documents,  mail  and  data  that  stream  into  and  out  of 
your  organization,  we  can  transform  it  into  a  powerful  tool  for  advancing  business. 

The  results  can  be  extraordinary:  From  more-profitable  customer  relationships  to 
improved  cash  flow;  a  safer,  more-secure  operation  to  24/7  backup  in  case  of  disaster. 
The  list  is  virtually  endless.  But,  then,  so  are  our  ideas. 

Hopefully,  we've  piqued  your  curiosity.  But  we  can  assure  you  that  it  will  be  fully 
rewarded  with  a  visit  to  pb.com/solutions.  Or,  if  you  prefer,  a  call  to  1  866  DOC  FLOW. 

fl  Pitney  Bowes 

Engineering  the  flow  of  communication' 
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For  real-time  transactions,  nothing 
is  better  or  more  secure  than  Sybase 
SQL  Anywhere,  the  world's  leading 
mobile  data  management  and 
synchronization  solution. 


Discover  how  Britannia  Airways 

saved  over  one  million  dollars  • 
and  improved  staff  management 
processes  with  Sybase,  the 
world's  number  one  provider 
of  mobile  middleware?1 

Sybase 

The  Enterprise.  Unwired. 


For  our  Britannia  Airways  case  study  visit: 

www.sybase.com/ffa 


'Source:  !DC.  Worldwide  Mobile  Middleware  Competitive  Analysis.  2003: 
Forecast  for  2003-2007. IDC  #29580.  Jul  2003. 
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EVERY  GOLFER  TO  EVER  PLAY 
THE  GAME  WILL  COMPARE  HIMSELF  TO 

ONE  MAN. 


In  the  Who's  Who  of  Golf  he's  the  man  who  has  done  virtually  everything.  The  record  books 
say  he's  won  6  Masters,  5  U.S.  PGA  Championships,  4  U.S.  Opens  and  3  Open  Championships. 
Win  them?  As  the  man  who's  won  more  Majors  than  anyone  else  in  the  game's  history,  we  believe 
he  took  them.  His  power  and  control  off  the  tee  and  on  the  fairway  tormented  opponents,  thrilled 
crowds  and  made  history.  No  golfer  is  more  revered  or  respected.  Almost  every  player  who's  had 
to  go  up  against  Jack  Nicklaus  on  a  Sunday  in  a  final  round  has  bowed  to  his  game.  And  so  do  we. 


OYSTER  PERPETUAL  DAY-DATE  •  WWW.ROLEX.COM 
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New  Drugs  to  Watch 

Matthew  Herper  and  Robert  Langreth 

Pharmaceutical  and  biotechnology  companies  are 
developing  hundreds  of  medicines.  Forbes.com  keeps 
track  of  a  few  dozen  that  deserve  attention:  experi- 
mental medicines  intended  to  treat  heart  disease, 
cancer,  diabetes,  neurological  diseases  and  other 
ailments.  To  catch  up  on  our  latest  list  of  promising 
medicines  and  to  see  which  drugs  from  our  last  list 
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which  have  disappointed  in  trials,  go  to 
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Driving  the  New  Ferrari 

Dan  Lienert 


Ferrari  612  Scaglietti:  flirts  with  200mph,  has  room  for  four. 

Sergio  Scaglietti  was  a  designer  and  coach  builder  who 
produced  some  of  the  prettiest  Ferraris  of  the  1950s 
and  1960s.  He  was  also  a  pioneer  in  the  use  of  alu- 
minum for  car  bodies.  So  it  is  fitting  that  Ferrari's  latest 
flagship  sports  car,  the  all-aluminum  612  Scaglietti,  is 
named  for  him.  The  $250,000, 2+2  coupe  doesn't  go  on 
sale  until  September,  and  Ferrari  says  it  will  ship  only 
1 20  to  1 30  to  the  U.S.  in  the  first  year.  Nevertheless,  it 
already  has  200  orders.  Worth  joining  the  waiting  list? 
Forbes.com  was  there  for  the  first  test  drive.  Go  to 
www.forbes.com/extra  and  click  on  the  "Ferrari"  link 
to  get  the  inside  scoop. 
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ovell's  one  Net  vision  gives  you  the  freedom  to  choose  the  best  software  solutions  for  your  business  strategy,  without  ripping  and  replacing  your  current 
westment.  We  deliver  security,  networking,  Web  application  development  and  resource  management  services  on  Linux,  NetWare®  or  any  other  platform 
du  may  be  running.  Also,  with  the  acguisitions  of  SU5E®  LINUX  and  Ximian®,  Novell®  can  now  integrate  an  end-to-end  open  source  strategy  from  desktop 
)  server,  throughout  your  enterprise.  We'll  train  and  certify  your  IT  staff  to  deploy  Linux-based  solutions.  And  we'll  provide  award-winning  technical 
jpport,  customized  for  your  business,  24/7/365  worldwide.  For  complete  flexibility  that  delivers  breakthrough  savings,  call  1-800-215-2600  or  visit 

WW.novell.COm/linux  ®  W  E   SPEAK   YOUR  LANGUAGE. 
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SPDR:  The  tax- efficient  way  to  buy  the  whole  S&P  500  in  one  share. 
Learn  more  at  www.amex.com/SPY  or  call  i-8oc~7HE  AMEX. 


They  quietly  stalk 
falling  prey 


the  S&P  500  without 
to  tax  surprises. 


State  Street 
Global  Advisors 
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Spiders  are  a  sound 
investment  all  year  long,  but 
chances  are,  around  the  15th  of 
April  you'll  find  them  even  more 
to  your  liking.  In  fact,  Spiders 
might  even  provide  the  kinds  of 
surprises  that  could  make  that 
annual  visit  to  your  accountant 
much  more  palatable. 

You  see,  these  tax- friendly 
Spiders  help  you  avoid  unfore- 
seen capital  gains  taxes  investors 
can  be  saddled  with  on  other 
kinds  of  funds.  That's  because 
Spiders  have  lower  portfolio 
turnover,  only  selling  securities 
to  reflect  changes  to  the  composi- 
tion of  the  S&P  50O,  minimizing 
capital  gains  distributions. 

Capital  gains  taxes  are  also 
mftigated  because  Spiders  don't 
sell  underlying  stocks  to  pay 
investors  who  cash  out  over  the 
course  of  the  year.  So  when 
some  shareholders  sell,  those 
remaining  aren't  left  to  shoulder 
the  tax  burden. 

Spiders  (SPY)  are  exchange 
traded  funds  (ETFs),  with  each 
share  giving  you  a  piece  of  the 
entire  diverse  basket  of  S&P  500 
stocks.  They  can  be  bought 
and  sold  through  your  broker 
during  the  trading  day.  There 
are  over  one  hundred  exchange 
traded  funds  listed  on  the 
American  Stock  Exchange. 

Ask  your  advisor  for  more 
details,  and  surprise  yourself 
with  greater  opportunities 
instead  of  unanticipated  taxes. 

AMERICAN 

STOCK  EXCHANGE* 


*Usual  brokerage  commission  applies.  Since  inception  in  1993,  the  SPDR  TruSt  has  distributed  only  $0.16  in  short  and  long-term  capital  gains. 

An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  before  investing.  To  obtain  a  prospectus, 
which  contains  this  and  other  information,  go  to  www.amex.com/SPY  or  call  1-800-THE  AMEX.  Please  read  the 
prospectus  carefully  before  investing.  Consult  your  tax  advisor. 

ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust. 
SPDRs  arc  subject  to  risks  including  possible  loss  of  principal. 

S&P  5001'-  and  SPDR"  are  trademarks  of  The  McGraw-Hill  Companies,  Inc.,  and  have  been  licensed  for  use  by  PDR  Services  LLC  and  American  Stock 
Exchange  LLC.  SPDRs  are  not  Sponsored,  endorsed,  sold  or  promoted  by  Standard  &  Poor's  and  Standard  8  Poor's  makes  ho  representation  regarding  the 
advisability  of  investing  in  SPDRs.  ©2004  American  stock  exchange  llc 
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111  HOCk  and  LOVing  It  The  leveraged  buyout 
industry  is  coming  of  age,  Deborah  Orr  reports  on  page  68 
You'll  notice,  she  says,  when  more  LBO  meisters  start  popping 
onto  The  Forbes  400  list. 

Does  this  warm  your 
heart,  that  these  financiers 
are  getting  so  rich?  If  you 
want  to  assist  their  steady 
climb  up  the  income  lad- 
der, there's  a  simple  way 
to  do  it.  Tell  your  con- 
gressman you  love  the  tax 
code  the  way  it  is.  The  key 
features  are  (a)  an  income 
tax  on  corporations  and 
(b)  a  deduction  for  inter- 
est payments. 

It  takes  only  limited  skill  as  a  dealster,  and  none  as  a  business 
operator,  to  profit  from  this  situation.  Just  replace  the  share- 
holders' equity  on  a  corporate  balance  sheet  with  debt.  Profit 
that  used  to  be  enjoyed  as  dividends  or  retained  earnings  instead 
comes  out  as  deductible  interest. 

Some  businesses  (like  cable)  are  already  hocked  up  to  the 
eyeballs  and  don't  pay  much  income  tax.  But  others  have  for 
some  reason  overlooked  the  possibility  that  they  could  lower 
their  taxes  by  leveraging  up.  The  LBO  kings  collect  a  fee  for 
bringing  this  insight  to  their  attention. 

Suppose  Calpers,  the  California  pension  fund,  owns  all  the 
shares  in  an  unlevered  ashtray  company  making  $100  million 
pretax  and  $65  million  after.  With  advice  from  a  buyout  artist,  it 
recapitalizes  the  firm,  swapping  stock  for  bonds  and  a  sliver  of 
equity.  Now  the  whole  $100  million  is  available  to  pay  for  teach- 
ers' pensions,  rather  than  merely  two-thirds.  The  deal  will  prob- 
ably be  structured  to  pay  down  the  debt  eventually,  but  in  the 
meantime  there's  a  $35  million  windfall,  quite  ample  to  leave 
Calpers  better  off  and  still  pay  for  a  financier's  yacht.  It  is  not 
necessary  that  the  ashtrays  or  the  marketing  of  them  be  in  any 
way  improved. 

We've  oversimplified.  Pension  funds  do  not  typically  own  all 
the  shares  in  ashtray  firms,  or  all  the  bonds.  But  they  do  own  lots 
of  bonds,  and  they  are  at  the  receiving  end  of  the  tax  windfall 
when  they  invest  in  LBO  funds.  Meanwhile,  corporate  leverage 
lurches  ever  upward. 

If  Congress  had  an  ounce  of  imagination,  it  would  tax  cor- 
porations like  partnerships.dn  those,  profits  are  taxed  to  owners, 
whether  the  profits  are  called  interest  or  something  else  and 
whether  they  are  distributed  or  not.  If  it  did  that,  it  would  stop 
rewarding  ashtray  companies  (and  airlines  and  Fannie  Mae  and 
a  lot  of  other  outfits)  for  being  dangerously  leveraged.  It  would 
stop  making  LBOsters  so  rich. 
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THERE'S  AN 


easier  way 


TO  FIND 


cost  savings. 


ave  by  outsourcing  your  payroll,  HR  an 


inistration 


bur  current  payroll,  HR  and  benefits  solution  might  seem  to  work  well  for  your 
usiness  but  if  you  look  closer,  you  might  be  surprised.  Expenses  such  as 
laintenance,  upgrades  and  labor  management  can  eat  away  at  promised  efficiencies 
nd  economies.  By  outsourcing  with  ADP,  you  can  reduce  your  total  cost  of 
wnership.  More  importantly,  ADP's  solutions  have  the  flexibility  to  grow  with  your  ^—^^M^^ 
usiness,  while  giving  you  access  to  ADP's  expertise  and  world  class  service.  5  J 

1-800-CALL  ADP    www.adp.com  m^^^m^tM® 

IR  Information  Management  •  Benefit  Administration  •  Small  Business  Services  •  Payroll  Services 
3x  &  Compliance  Management  •  Time  &  Labor  Management  •  Professional  Employer  Organization 


The  ADP  Logo  is  a  registered  trademark  of  ADP  of  North  America,  Inc. 
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READERS  SAY 


From  the  'As  If  Department 

In  "A  Self- Fulfilling  Prophecy"  (Current 
Events,  Mar.  15,  p.  39)  Caspar  Weinberger 
didn't  address  Thomas  Friedman's  line  in 
the  New  York  Times  [referring  to  the 
White  House's  go-it-alone  attitude  in 
Iraq],  "We  don't  need  the  public."  During 
WWII,  while  our  soldiers  fought  abroad, 
virtually  everyone  at  home  dealt  with 
rations,  material  drives  and  other  burdens 
that  changed  their  lives.  Sept.  1 1  affected 
us  the  same  way  Pearl  Harbor  did,  yet  the 
President  has  asked  nothing  of  us  except 
to  let  life  go  on  as  normal.  Well,  life  isn't 
normal  anymore.  People  are  willing  to 
sacrifice.  Instead  we  got  the  expansion  of 
existing  programs  and  the  start  of  new 
ones  in  what  is  the  biggest  open-wallet 
display  in  decades.  A  Churchill  or 
Roosevelt  would  have  asked  us  to  share 
some  of  the  burden. 

LANCE  A.  SMALLEY 
Forked  River,  N.J. 
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Science  Fiction 

Regarding  "Clone  the  Taxpayers"  (On 
My  Mind,  Mar.  15,  p.  46),  it  blows  my 
mind  that  researchers  are  asking  Cali- 
fornians  for  $295  million  annually  for 
ten  years  to  fund  biotechnology 
research.  Will  humanity  suffer  if  the 
people  refuse  to  fund  this  research?  I 
think  not.  If  the  project  is  meritorious, 
private  funding  will  eagerly  support  it. 

DUANE  L.  KOSHT 
Grand  Rapids,  Mich. 

A  Better  Prescription? 

In  "Making  Heath  Insurance  Affordable" 
(Fact  and  Comment,  Mar.  1,  p.  23)  Steve 
Forbes  hits  the  nail  on  the  head  (again) 
when  he  prescribes  tax-deductibility  for 
the  new  Health  Savings  Accounts  (HSA). 
But  we  can  go  further.  Our  tax  code, 
which  allows  corporations  and  not  indi- 
viduals or  families  to  deduct  health  in- 
surance premiums,  gives  health  insur- 
ance shoppers  double  sticker  shock.  The 
cost  of  good  coverage  is  expensive,  but 
the  aftertax  cost  makes  it  outrageously 
expensive.  Simplifying  the  rules  to  allow 
individuals  and  families  to  deduct  health 
insurance  premiums  would  lower  cov- 
erage costs  and  encourage  people  to  get 


Hold  the  'Tude.  Dude 

"You  Want  Data  With  That?" 
(Mar.  29,  p.  59)  didn't  mention 
anything  that  James  Cantalupo 
(above)  is  doing  to  improve  em- 
ployee attitudes  at  McDonald's 
stores.  Thanks  to  the  not-so-cus- 
tomer-friendly attitudes  of  em- 
ployees, there  are  some  McDon- 
ald's restaurants  I  will  never  return 
to  again,  not  even  for  a  cup  of  cof- 
fee. My  personal  research,  while  far 
from  scientific,  suggests  that  this  is 
an  epidemic  at  McDonald's.  If 
management  can't  institute  a  train- 
ing program  to  improve  this  facet 
of  their  business,  then  all  of  Can- 
talupo's  work  will  be  for  naught. 

JOHN  B.  AUGUSTIN 
Cincinnati,  Ohio 


and  keep  insurance.  Another  benefit:  It 
would  reduce  the  "cost  shifting"  that  oc- 
curs when  a  patient  shows  up  at  the  hos- 
pital without  insurance.  If  the  de- 
ductibility of  the  HSA  is  attractive, 
making  all  health  insurance  premiums 
fully  deductible  is  more  so. 

ROBERT  BLAND 
Chief  Executive,  Insure.com 
Darien,  III. 

Johnny-Come-Lately? 

"Come  Back,  Jimmy  Carter"  (Side  Lines, 
Mar.  1,  p.  18)  warns,  "If  you  think  he 
[John  Kerry]  has  a  shot  at  winning  this 
November,  you  should  hold  off  buying 
REITs — or  any  other  investments."  Excuse 
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yone's  invited. 


Want  to  buy  an  LCD  monitor? 


en  you'  re  shopping  for  a  monitor,  a  lot  of  brand  names  come  to  mind.  But  before 
i  go  out  and  buy  one,  consider  this  -  a  monitor  is  essentially  a  display  panel, 
:  like  your  television  or  cell  phone  screen.  And  the  most  advanced  display 
inology  on  the  market  is  TFTLCD.  So  the  first  thing  you  should  decide  is  which 
nd  of  TFTLCD  to  ask  for.  And  the  most  advanced  TFTLCD  out  there  is  Wiseview" 

iseview.  A  Wise  Choice. 

eview  is  a  trademark  owned  by  Samsung  Electronics  Co.Ltd.  www.samsungTFTLCD.com 


Vwise 
\  view 


SAMSUNG  TFT  LCD 


going  home 
(30,000  fee 


at  some  point  you  will  want  to  take  fewer  meetings. 

you  will  want  to  take  fewer  phone  calls, 

fewer  business  trips 

and  more  vacations. 

but  what  will  become  of  the  company  you  have  built? 

.  is  it  important  for  you  to  leave  a  legacy? 

or  are  you  ready  to  let  it  go  completely? 

will  you  sell  your  company  to  the  highest  bidder? 

will  you  sell  it  to  your  employees? 

will  you  pass  it  on  to  your  children? 

do  they  want  it? 

• 

Each  path  demands  a  completely  different 
plan  of  action.  We  want  to  learn  as  much 
as  we  possibly  can  about  your  company 
and  your  vision  for  its  future.  Then  and  only 
then  can  we  help  your  vision  become  real. 
Business  is  personal.  We  treat  it  that  way. 
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READERS  SAY 

me,  but  under  the  stewardship  of  George 
Bush  we  had  three  straight  years  of  dismal 
stock  market  performance.  Do  you  think 
Bush  may  finally  get  it  right? 

GARY  GHERTNER 
Oak  Park,  III. 

Pay  It  Forward  Already 

"The  Price  of  Peace"  (Mar.  29,  p.  44)  over- 
states the  financial  penalties  Microsoft  has 
paid  to  settle  state  antitrust  claims.  Mi- 
crosoft trumpets  large  settlement  figures  in 
the  press,  giving  the  appearance  that  it  is 
actually  paying  them  out.  But  in  California 
the  claims  process  for  the  $1.1  billion  set- 
tlement is  so  complex  that  to  date  only  a 
small  fraction  of  claimants  have  actually 
filed  the  paperwork,  suggesting  that  much 
of  the  money  will  go  uncollected.  Some 
portion  of  that  will  go  to  California  schools, 
but  they're  required  to  spend  it  on  PC  soft- 
ware and  hardware — which  means  those 
funds  go  right  back  to  Microsoft.  What's 
more,  attorneys  representing  California  in 
this  settlement  inserted  a  clause  insuring 
that  their  fees  be  calculated  not  on  Mi- 
crosoft's actual  cash  payments,  but  on  the 
imaginary  $1.1  billion  number.  Until  judges 
overseeing  these  settlements  insist  on  a  sim- 
ple, online  claims  process  and  demand  that 
plaintiff  lawyers  be  paid  on  actual  settle- 
ments, we  will  see  more  cases  like  this. 

MICHAEL  ROBERTSON 
Chief  Executive,  Lindows  Inc. 

Del  Mar,  Calif. 

In  Case  You  Were  Wondering ... 

That  giant  sucking  sound  you  may  have 
heard  was  me  being  pulled  into  the  col- 
umn dubbed  "Medicine  Gets  Cheaper" 
(Insights,  Mar.  1,  p.  86).  Columnist  Peter 
Huber  should  take  the  elevator  down  from 
his  Manhattan  tower  and  mingle  with  the 
people  on  the  street.  He  suggests  a  health- 
ier nation  is  more  productive  and  earns 
more,  ergo  medicine  becomes  theoreti- 
cally cheaper.  Try  telling  that  to  a  zillion 
retirees  living  on  fixed  income,  forced  to 
go  to  Canada  for  their  prescription  drugs. 
Medicine  is  not  getting  cheaper.  On  the 
contrary,  it  is  bankrupting  the  many  peo- 
ple who  can't  afford  the  drugs  they  need. 

ROBERT  A.  MULLEN 
Carefree,  Ariz. 


Truth,  Thy  Name  Is  IR 

In  "DissingWall  Street"  (Financial  Strategy, 
Mar.  1,  p.  108)  columnist  Gary  Shilling's 
advice  that  companies  fold  their  investor 
relations  departments  could  not  be  more 
misguided.  As  companies  deal  with  some 
18  new  disclosure-related  regulations  stem- 
ming from  Sarbanes-Oxley,  IR  officers  play 
a  critical  role  in  translating  information 
clearly  to  investors.  This  is  no  small  task 
given  the  tendency  of  lawyers  to  focus  on 
regulatory  compliance  instead  of  informa- 
tion transparency.  Investor  relations  is  not 
about  sales.  I  completely  agree  that  senior 
management  should  spend  most  of  its  time 
tending  to  business.  However,  instead  of 
folding  their  tents,  IR  officers  need  to  be 
given  access  to  information,  along  with  au- 
thority and  autonomy,  so  they  can  com- 
municate on  behalf  of  CEOs  and  CFOs. 

LOUIS  M.  THOMPSON  JR. 
Pres.,  National  Investor  Relations  Institute 

Vienna,  Va. 

Don't  Cry  for  Me,  Warren  Buffett 

After  reading  "Payback  Time"  (Apr.  12, 
p.  70),  I  have  one  question:  What's  the 
difference  between  Jack  Grubman  and, 
say,  Warren  Buffet,  who  steps  out  onto 
the  balcony  like  Juan  Peron  yelling  that 
equities  are  bad  and,  consequently,  tanks 
the  markets? 

S.W.  SCALLION 
Rockville,  Va. 

Word's  Worth 

"Rich  School,  Poor  School"  (Side  Lines, 
Mar.  15,  p.  20)  states  that  President 
Bush's  No  Child  Left  Behind  Act  "rises 
to  a  new  level  of  fraud."  Later  in  the  mag- 
azine, the  headline  for  "Children  Will  Be 
Left  Behind"  (p.  86)  calls  that  same  act 
"something  of  a  fraud."  The  Oxford  dic- 
tionary defines  fraud  as  criminal  decep- 
tion. Does  anyone  seriously  believe  that 
was  the  President's  agenda?  FORBES 
should  be  careful  with  its  use  of  words. 

RICHARD  BUTERA 
Aspen,  Colo. 
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With  fire  now  the  most  common  cause  of 
loss  at  warehouses  and  factories,  you 
better  have  the  most  advanced  sprinkler 
system  possible.  Fact  is,  between  1998 
and  2003,  loss  costs  at  facilities  fully 

covered  by  the  right  sprinkler  system 
were  80%  less  than  those  that 
weren't.  Maybe  that's  why  the 
world's  leading  companies  turn  to 

FM  Global  and  its  engineering  expertise 
to  minimize  their  risk.  When  a  single 
incident  can  cost  millions  of  dollars  in 
lost  revenue,  jobs  and  shareholder  value, 
the  question  becomes-is  it  worth  being 
insured  by  anyone  else?  Perhaps  you 
should  talk  to  your  risk  manager  to  find 
out.  Visit  fmglobal.com  to  learn  more. 
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VI  H  AT   C  A  N  A 


BLIND  SHOT 

TEACH  US  ABOUT 

CORPORATE  AND  INVESTMENT  BANKING? 

■ 

Those  who  know  the  territory  can  provide  the  best  direction . 

At  Wachovia  Securities,  we  learn  from  the  world  around  us.  Which  has  helped  us  become  one  of  the 
nation's  leading  corporate  and  investment  banks.  A  source  of  strategic  insight.  And  a  successful 
partner  to  thousands  of  growing  companies.  Talk  to  us.  Together,  we  can  achieve  uncommon  results. 


WACHO\1A 

Securities 

Uncommon  Wisdom 


SEE  LIVE  COVERAGE  OF  THE  WACHOVIA  CHAMPIONSHIP 

Thursday,  May  6th,  and  Friday,  May  7th,  on  the  USA  Network. 

Saturday,  May  8th,  and  Sunday,  May  9th,  on  CBS.  An  Official 

PGA  TOUR  Event 


Wachovia  Securities  is  the  trade  name  tor  the  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets.  LLC  (' WCM  ).  member 
NYSE,  NASD,  SIPC.  ©  2004  Wachovia  Corporation 


FACT  AND  COMMENT 

By  Steve  Forbes,  Editor-in-Chief 
'With  all  thy  getting  get  understanding" 


Ungodly  Case 


IF  THE  SUPREME  COURT  STRIKES  OUT  "UNDER  GOD"  FROM  THE 
Pledge  of  Allegiance,  then  by  logic  it  could  also  decree  unconsti- 
tutional the  Declaration  of  Independence,  which  famously 
declares:  "...that  all  men  are  created  equal,  that  they  are 
endowed  by  their  Creator  with  certain  unalienable  Rights. ..." 


The  Founders  understood  that  if  there  is  no  higher  author- 
ity than  man,  that  if  there  is  no  God,  then  basic  rights  are  what- 
ever the  powers  that  be  say  they  are.  That  was  the  road  to  the 
Terror  of  the  French  Revolution  and  the  totalitarian  horrors  of 
the  last  century. 


Here  We  Go  Again 


RATIONING 
URGED 
FOR  OIL 
AND  COAL 


INFLATION  BEGETS  SHORTAGES.  WHEN  PRICES  RISE,  PEOPLE 
begin  buying  more  than  they  immediately  need  in  order  to 
beat  even  higher  prices.  This 
phenomenon  was  endemic  in 
the  1970s.  We're  beginning  to  see 
signs  of  it  again  today. 

Oil  prices  are  high  even  though 
production  in  Iraq  is  nearly  at  pre- 
war levels.  Ever-costlier  gas  at  the 
pump  is  becoming  a  news  staple. 
China,  for  the  moment,  is  the 
alleged  big  villain  here — the  country's 
growing  so  fast  it's  guzzling  every  drop  it 
can  get  its  hands  on.  (Beijing  is  also  being 
blamed  for  the  high  prices  of  steel  scrap.) 

Sure,  China,  OPEC,  a  tough  winter  and 
the  Venezuelan  crisis  are  all  factors  in  the 
rising  price  of  oil.  But  the  biggest  cause, 
inflation,  which  is  purely  a  monetary  phe- 
nomenon, has  so  far  escaped  the  pointing 
fingers.  But  not  for  long. 

China  has  been  growing  at  a  breakneck 


High  Chinese 
Growth  Ramps 
Up  Oil  Demand 


New  York  Times,  Sept.  1,  1970  — Irish  Independent,  Mar.  12,  2004 


1970s  inflation  produced  gas  lines  and 
runs  on  other  products.  Deja  vu? 


pace  for  years.  So  why  is  that  suddenly  having  such  a  pricey 
impact  on  oil?  Because  the  yuan  is  tied  directly  to  the  dollar;  there- 
fore, our  currency  debasement  is 
instantly  transmitted  to  China. 

Here  at  home  one  sees  signs 
of  the  beginnings  of  inflation- 
induced  hoarding.  Last  month  oil 
prices  took  a  brief  but  sharp  dip 
when  it  became  known  that 
inventories  are  actually  very  high. 
Inflation  won't  derail  the 
new  bull  market,  but  it  will  make  equities 
even  more  volatile  than  usual. 

The  federal  government's  fiscal  picture 
will  brighten  initially — inflation  will  give  an 
extra  boost  to  revenues,  just  as  it  did  in  the 
1970s.  For  a  while  these  increases  will  exceed 
the  higher  cost  of  financing  the  national 
debt.  But  unlike  the  1970s,  Uncle  Sam  won't 
rake  in  revenues  brought  about  by  infla- 
tion's kicking  people  into  higher  tax  brack- 
ets— those  are  now  indexed  for  inflation. 


Collins  Tonic  for  Japan 


IN  FEBRUARY  RIPPLEWOOD  HOLDINGS,  A  PRIVATE 
firm  headed  by  legendary  money  man  Tim 
Collins,  hit  the  jackpot  in  Japan.  By  doing  so 
Collins  and  his  associates  have  contributed  might- 
ily to  stimulating  changes  in  Japan's  hidebound 
banking  industry,  which  desperately  needed  them. 

Back  in  2000  the  once-famed  Long-Term 
Credit  Bank  of  Japan  was  all  but  broke.  No  one  was 
willing  to  touch  it.  Ripplewood  put  together  a  syn- 
dicate of  investors  to  buy  it  from  the  Japanese  gov- 
ernment, which  had  taken  over  the  troubled  behe- 
moth. The  government,  in  order  to  get  the  bank  off 
its  hands,  agreed  to  absorb  tens  of  billions  of  dol- 
lars' worth  of  bad  loans.  Collins  and  his  colleagues 


INVESTMENT 


Collins'  success  means  major 
changes  for  Japan's  banks. 


put  in  a  team  that  practiced  American-style  banking.  Questionable 
borrowers  were  given  three  years  to  clean  up  before 
being  cut  off;  crummy  credits  were  shucked  off;  and 
modern  technology  and  management  techniques 
were  introduced  to  a  bank  once  riddled  with  bad 
loans  and  bad  bookkeeping  and  reeking  of  corrup- 
tion. A  proper  credit  culture  was  rapidly  created. 

Many  Japanese  bankers  and  businesspeople 
were  horrified  by  Ripplewood's  nontraditional 
approach.  But  the  uphill  effort  paid  off  in  Febru- 
ary. The  renamed  Shinsei  Bank  held  a  public 
offering  that  was  a  roaring  success.  The  stock 
soared  more  than  50%  on  its  first  day  of  trading. 
The  Ripplewood  syndicate  had  put  up  $1.1  bil- 
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lion;  the  current  value  of  Shinsei  is  around  $10  billion.  Not  bad 
for  four  years'  work.  The  bank  now  boasts  a  sterling  balance 
sheet,  with  impressive,  ample  capital. 

Other  Japanese  banks  are  now  getting  their  acts  together, 
from  dealing  with  bad  loans  to  changing  banking  hours  to  bet- 
ter appeal  to  customers.  Investors,  including  foreign  investors, 
are  putting  money  into  other  Japanese  banks  and  forcing  them 
to  make  Shinsei-style  reforms. 

Not  surprisingly  Collins  &  Co.  was  roundly  roasted  by  many 


politicos  and  pundits  for  making  so  much  money.  The  Japanese 
government  was  pilloried  for  agreeing  to  such  a  "sweetheart" 
deal.  But  the  critics  and  carpers  conveniently  overlook  the  fact 
that  taxpayers  would  have  lost  considerably  more  money  if  Rip- 
plewood  hadn't  stepped  in  and  saved  what  was  left  of  the  bank. 
After  all,  the  government's  offer  was  open  to  everyone,  but  only 
Ripplewood  stepped  up  to  the  plate  and  took  the  risk.  Not  since 
General  Douglas  MacArthur  has  an  American  had  such  an 
enormous,  positive  impact  on  Japan  as  has  Tim  Collins. 


Monti,  Not  Microsoft,  Mangles  Markets 


THE  EUROPEAN  UNION'S  RECENT  ANTITRUST  PUNISHMENT  OF 
Microsoft  underlines  why  this  once-dominant  continent  is  in  bad 
need  of  soul-searching  about  how  to  get  its  laggard  economies  vi- 
brant and  innovative  again.  Antitrust  czar  Mario  Monti  pointedly 
ignored  Microsoft's  antitrust  settlement  in  the  U.S.  In  addition  to  a 
$612  million  fine,  the  EU  is  forcing  Microsoft  to  offer  a  version  of 
Windows  without  its  free  Media  Player.  Suppliers  can  put  in  what- 
ever brand  they  choose.  This  is  not  in  the  best  interest  of  consumers. 
Buyers  will  now  have  to  take  whatever  device  the  supplier  puts  in. 
Monti  even  tried  to  get  Microsoft  to  agree  to  his  effectively  being  able 
to  veto  any  new  and  improved  future  versions  of  Windows.  This 


hardly  creates  a  great  environment  for  unfettered  inventiveness  and 
innovation,  not  when  regulators  can  swoop  in  at  any  time  and,  in 
effect,  steal  your  intellectual  property  to  suit  their  political  purposes. 

Hungry  for  power  and  bent  on  throwing  his  bureaucratic 
weight  around,  Monti  has  blocked  mergers  for  arbitrary  and  flimsy 
reasons.  Several  of  his  actions  have  been  sensationally  overruled  by 
the  EU  judiciary.  But  Monti  is  persistent.  He  has  the  power  to  raid 
homes  (warrant  now  necessary)  and  offices  (still  no  warrant  nec- 
essary) at  any  time  to  seize  papers  and  personal  property  for  what- 
ever antitrust  purposes  he  deems  necessary.  If  the  EU  is  ever  to 
truly  flourish,  European  states  must  curb  mountebanks  like  Monti. 


Boisterous,  Beguiling  Book 


Shanghai  Station— by  Barde  Bull  (Carroll  &  Graf  Publishers,  S26). 
Tliis  historical  adventure  novel  captures  the  sweep  of  human  nature 
in  a  world  that  we'll  never  see  again.  Barde  Bull  brilliantly  brings 
to  life  post-WWI  Shanghai.  Bull's  story  centers  on  young 
Alexander  Karlov,  who  is  part  of  the  emigre  com- 
munity that  fled  revolutionary  Russia.  Karlov  and  his 
aristocratic,  ex-soldier  father  are  consumed  by  a 
double  agenda:  making  a  living  and  taking  ven- 
geance on  the  Bolsheviks,  particularly  on  the  com- 
missar who  murdered  Alexander's  mother,  ab- 
ducted his  twin  sister  and  smashed  Alexander's  leg. 

Shanghai — a  roiling,  boiling  stew  of  the  modern 
and  ancient,  of  violendy  clashing  interests  and  aston- 
ishing contrasts — is  the  perfect  setting  for  this  multi- 
faceted  tale.  Humanity,  in  all  its  splendor  and  misery,  is  on  jaw- 
dropping  display.  Everyone  is  on  the  make,  either  for  money  or 
power — or  both.  The  international  port  of  Tangier  in  those  years,  in 
comparison,  seems  like  a  provincial  backwater.  Shanghai  teems  with 


factories  that  brutally  consume  and  destroy  child  laborers;  high- 
class  brothels;  gangsters  who  could  teach  much  to  Tony  Soprano; 
international  communities  that  enjoy  what  would  be  considered 
eye-popping  imperial  privileges  today;  the  concomitant  despera- 
tion of  impoverished  Russian  emigres;  an  emerging 
Chinese  middle  class;  starving  peasants  who  sell  their 
children  into  prostitution;  restaurants  and  meat  mar- 
kets whose  fare  would  make  anyone's  stomach  turn; 
foot  binding;  horse  racing;  nightclubbing;  fencing; 
and  much  more.  Charles  Darwin  would  have  found 
Shanghai  as  fascinating  as  the  Galapagos  Islands. 

Alexander  catches  on  quickly,  whether  it's  the 
art  of  lovemaking,  learned  after  he  rescues  Shang- 
hai's most  notorious  madam;  setting  up  a  prof- 
itable riding  and  fencing  school;  or  tracking  down  that  Soviet 
commissar,  who  comes  to  Shanghai  to  foment  revolution  and  to 
kill  key  Russian  emigres,  including  Alexander  and  his  father. 
Great  tale  from  a  great  writer. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Chubo-6  Clinton  St.,  near  Houston  St.  (Tel.:  212-674-6300). 
This  tiny  exotic  spot  expands  the  definition  of  fusion  cuisine  with 
delicious  success.  Appetizers:  seared  foie  gras  with  corn  bread 
shifting,  cranberry-green  grape  compote  and  ginger  vinaigrette; 
or  frisee  salad  with  blue  cheese,  sweet  grapefruit  and  bacon.  Main 
courses:  Latin  spiced  roasted  pork  medallions  with  a  New  Eng- 
land clam  chowder  sauce;  or  Korean-style  short  ribs  with  orzo. 


Dessert:  German  mango  pancake  with  cassis  ice  cream. 
•  rm-33  East  60th  St.  (TeL:  212-319-3800).  Excellent  fare  in  an 
attractive  setting.  Wonderful  crisped  red  mullet;  pan-roasted  veal; 
and  seared  wild  striped  bass  in  a  truffle  vinaigrette  with  hen  of  the 
woods  mushrooms.  Dessert  key  lime  "pie"  with  graham  crisps  and 
minted  lime  jelly,  mocha  chestnut  gateau  with  espresso  ice  cream 
and  Kahlua  syrup;  or  sticky  toffee  pudding  with  poached  apples.  F 
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DIVERSIFY  YOUR  PORTFOLIO  WITH 
NASDAQ'S  TOP  100  COMPANIES, 
RANGING  FROM  >  m  A 


FISH 


PETsMART,  Inc.  Microsoft  Corporation  Cisco  Systems,  inc.  QUALCOMM 
,  Incorporated  Amgen  Inc.  Nextel  Communications,  Inc.  Comcast  Corporation 
eBay  Inc.  Dell  Inc.  Oracle  Corporation  InterActiveCorp  Maxim  Integrated 
Products,  Inc.  Starbucks  Corporation  Xilinx,  Inc.  Applied  Materials,  Inc.  Linear 
Technology  Corporation  Biogen  Idee  Inc  Bed  Bath  &  Beyond  Inc.  Genzyme 
Corporation  Yahoo!  Inc.  VERITAS  Software  Corporation  Electronic  Arts  Inc. 
Chiron1  Corporation  KLA-Tencor  Corporation  Biomet,  Inc.  Paychex, 
I n c .  Amazon.com,  Inc.  Apollo  Group,  Inc.  Symantec  Corporation  Teva 
Pharmaceutical  Industries  Limited  Intuit  Inc.  Gilead  Sciences,  Inc.  PeopleSoft, 
Inc.  Altera  Corporation  Apple  Computer,  Inc.  Flextronics  International  Ltd. 
PACCAR  Inc.  EchoStar-Communications  Corporation  Cintas  Corporation  Fiserv, 
Inc.  Broadcom  Corporation  Costco  Wholesale  Corporation  Staples,  Inc.  Adobe 
Systems  Incorporated  Network  Appliance,  Inc.  JDS  Uniphase  Corporation 
Siebel  Systems,  Inc.  Sun  Microsystems,  Inc.  Juniper  Networks,  Inc.  Sanmina-SCI 
Corporation  Research,  in  Motion  Limited  Medlmmune,  Inc.  Millennium 
Pharmaceuticals,  Inc.  CDW  Corporation  Garmin  Ltd.  Synopsys,  Inc.  Marvell 
Technology  Group,  Ltd.  Career  Education  Corporation  Novellus  Systems,  Inc. 
Check  Point  Software  Technologies  Ltd.  Microchip'Technolbgy  Incorporated" 
American  Power. Conversion  Corporation  Express  Scripts,  Inc.  BEA  Systems, 
Inc.  Mercury  Interactive  Corporation  Patterson  Dental  Company  PanAmSat 
Corporation  QLogic  Corporation  SanDisk  Corporation  Smurfit-Stone  Container 
Corporation  Ross  Stores,  Inc.  VeriSign,  Inc.  Level  3  Communications,  Inc.  Whole 
Foods  Market,  Inc.  Citrix  Systems,  Inc.  ATI  Technologies  Inc.  Expeditors 
International  of  Washington,  Inc.  Sigma-Aldrich  Corporation  NVIDIA  Corporation 
Invitrogen  Corporation  Intersil  Corporation  Lam  Research  Corporation  Pixar 
Dollar  Tree  Stores,  Inc.  Fastenal  Company  Comverse  Technology,  Inc  .Gentex 
Corporation  Molex  Incorporated  DENTSPLY  International  Inc.  C.H.  Robinson 
Worldwide,  Inc.  Lamar  Advertising  Company  Lincare  Holdings  Inc.  Patterson- 
UTI  Energy,  Inc.  Henry  Schein,  Inc.  Cephalon,  Inc.  Tellabsjnc.  Ryanair  Holdings 
pic  First  Health  Group  Corp.  Compuware  Corporation  Intel  Corporation 


TO  > 


re  Corporation  Intel  Corporation  BHH 

CHIPS] 


When  you  invest  in  QQQf  you're  buying  NASDAQ's  top  performers,*all  in 
one  stock.  QQQ  gives  investors  both  diversity  and  liquidity.  And  while  QQQ 
is  subject  to  risks  similar  to  stocks,  including  those  regarding  short  selling 
and  margin  account  maintenance,  it  is  both  tax-efficient  and  low-cost, 
though  ordinary  brokerage  commissions  apply.  No  wonder  QQQ  is  the 
most  actively. traded  EtF  in  the  world.  To  learn  more,  call  1-888-627-3837 
orvisitNASDAQ-100.com.  -     • 


NASDAq-qqq 


IQQ  tracks  the  NASDAQ-100  Index!  The  NASDAQ-100  Index  is  comprised  of  NASDAQ's  top  100  nonfinancial  companies  based  on  their  market  capitalization, 
in  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  before  investing.  To  obtain  a  prospectus,  which  contains  this  and  other 
lformation  about  The  NASDAQ-100  Index  Tracking  Stocks  a  unit  investment  trust,  please  call  888.627.3837:  Read  the  prospectus  carefully  before  investing. 

IASDAQ,  NASDAQ-100  Index,  NASDAQ-100  Index  Tracking  Stock  and  QQQ  are  trade/service  marks  of  The  Nasdaq  Stock  Market,  Inc.  and  have  been  licensed 
v  use  by  NASDAQ  Financial  Products  Services,  Inc.,  QQQ's  sponsor.  NASDAQ  makes  no  representation  regarding  the  advisability  of  investing  in  QQQ  and 
lakes  no  warranty  and  bears  no  liability  with  respect  to  QQQ,  the  NASDAQ-100  Index,  its  use  or  any  data  included  therein. 

tLPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  Trust.  ©2004  The  Nasdaq  Stock  Market,  Inc.  All  Rights  Reserved. 


OTHER  COMMENTS 


Those  political  institutions  are  best  which  subtract  as  little  as  possible 
from  a  people's  natural  independence  as  the  price  of  their  protection. 

— JOHN  HENRY  CARDINAL  NEWMAN 


Axis  of  Appeasement  i  understand  that  many  Span- 
ish voters  felt  lied  to  by  their  rightist  government  over  who  was 
responsible  for  the  Madrid  bombings,  and  therefore  voted  it  out 
of  office.  But  they  should  now  follow  that  up  by  vowing  to  keep 
their  troops  in  Iraq — to  make  clear  that  in  cleaning  up  their  own 
democracy,  they  do  not  want  to  subvert  the  Iraqis'  attempt  to 
build  one  of  their  own.  Otherwise,  the  Spanish  vote  will  not  be 
remembered  as  an  act  of  cleansing,  but  of  appeasement. 

The  notion  that  Spain  can  separate  itself  from  al  Qaeda's 
onslaught  on  Western  civilization  by  pulling  its  troops  from  Iraq 
is  a  fantasy.  Bin  Laden  has  said  that  Spain  was  once  Muslim  and 
he  wants  it  restored  that  way.  As  a  friend  in  Cairo  e-mailed  me, 
a  Spanish  pullout  from  Iraq  would  only  bring  to  mind 
Churchill's  remark  after  Chamberlain  returned  from  signing  the 
Munich  pact  with  Hitler:  "You  were  given  the  choice  between 
war  and  dishonor.  You  chose  dishonor  and  you  will  have  war." 

—THOMAS  L.  FRIEDMAN,  New  York  Times 

Feel  My  Tax  Pain  I  know  why  taxes  remain  endlessly  con- 
voluted and  unreformed.  I  venture  that  not  a  single  member  of  our 
tax- imposing  Congress  ever  sits  down  and  figures  out  his  or  her  own 
federal  taxes.  The  members  do  not  care  about  the  agonies  they  put 
taxpayers  through  every  year,  because  they  simply  do  not  experience 
them.  They  can  afford  to  hire  tax  experts  to  do  all  that  work  for  them. 
Those  experts,  in  turn,  do  not  care  a  whit  about  endlessly  knotted 
taxes,  because  they  thrive  on  them,  make  their  livings  off  them. 

In  my  judgment,  a  taxpayer  should  be  able  to  fully  figure 
and  file  annual  federal  taxes  on  modest  total  income  in  three 
hours  or  less.  I  not  only  desperately  want  that,  I  scream  for  it 
with  vehement — always  futile — force.  I  scream  to  deaf  ears, 
because  those  who  punish  taxpayers  so  severely  and  so  unneces- 
sarily every  year  do  not  know  what  their  very  formulations  and 
requirements  do  to  us.  It  is  time  for  our  tax-cost-wary  President, 


"While  they're  filming,  just  let  everything  get  away." 


and  this  oblivious-to-outcomes  Congress,  to  shed  some  mercy 
on  the  ordinary  taxpayer — not  on  the  tax  preparation  industry. 

—JOHN  MCCANDLISH  PHILLIPS,  Washington  Post 

Seller's  Miarket  A  government  which  robs  Peter  to  pay 
Paul  can  always  depend  on  the  support  of  Paul. 

— GEORGE  BERNARD  SHAW 

Extreme  Makeover  Shinsei's  aggressive  approach  to 
scrubbing  clean  its  balance  sheet,  which  was  harshly  criticized  as 
merciless,  has  stimulated  other  Japanese  banks  to  accelerate  their 
efforts  to  unload  bad  loans.  Many  banks  that  once  denounced  Shin- 
sei's policy  of  demanding  interest  corresponding  to  a  borrower's 
creditworthiness,  a  policy  they  described  as  hardball  tactics  designed 
to  cut  off  credit  lines,  are  now  asking  the  same  of  their  clients. 

While  Shinsei  has  been  revived  in  only  four  years  under  the 
leadership  of  an  investment  fund  with  a  relendess  eye  on  the  bot- 
tom line,  many  large  Japanese  banks  have  yet  to  extricate  them- 
selves from  their  difficulties  despite  hefty  cash  injections  by  the 
government.  Shinsei  provides  a  model  for  bank  reorganization. 

—Nikkei  Report 

Shafting  Consumers  Mario  Monti,  the  EU  competi- 
tion commissioner,  wanted  to  make  history,  not  settle  the 
[Microsoft]  case.  Although  he  conceded  that  there  had  been  "sub- 
stantial progress  towards  resolving  the  problems  which  have  arisen 
in  the  past,"  he  wondered  about  Microsoft's  "future  conduct"  and 
concluded  that  "consumers  in  Europe  will  be  better  served  with  a 
decision  that  creates  a  strong  precedent."  By  contrast,  Brad  Smith, 
Microsoft's  general  counsel,  placed  the  emphasis  where  it  properly 
belongs:  "We  have  to  be  sure  that  the  law  is  not  just  about  com- 
petitors' complaints.  Consumers  must  be  part  of  the  equation." 

Far  from  promoting  consumer  interests,  the  EU  order  transforms 
antitrust  regulation  into  a  corporate  welfare  program  for  market  los- 
ers. The  implications  will  not  be  confined  to  the  Microsoft  case.  With- 
out some  semblance  of  regulatory  consistency,  companies  competing 
globally  will  not  be  able  to  satisfy  the  dictates  of  divergent  legal 
regimes.  That  means  special  interests  pursuing  their  favorite  antitrust 
forum  in  an  effort  to  exercise  the  most  political  clout.  The  real  costs: 
fewer  jobs,  less  innovation,  inferior  products  and  higher  prices. 

—ROBERTA. LEVY,  Cato  Institute,  Financial  Times 

Lingua  Franca  He  nodded  at  his  adversary  as  Francois 
strode  onto  the  mat  and  ran  his  fingers  through  his  blond  hair.  The 
director  stepped  between  the  two  swordsmen  and  began  a  lengthy 
introduction.  Could  it  be  a  coincidence,  Alexander  thought,  that 
French  was  the  universal  language  of  both  fencing  and  prostitution? 

—Shanghai  Station,  by  BARTLE  BULL  F 
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Some  colorful  remarks 
about  HP  printers. 


For  over  20  years,  HP  has  engineered  printers  with  business  in 
mind.  From  affordable  Color  LaserJet  printers  to  high-performance 
inkjets,  HP  has  a  solution  to  meet  your  needs.  That's  because  HP 
scientists  have  spent  years  refining  our  ink,  toner,  paper  and 
printers  to  work  together  flawlessly.  The  result-the  kind  of  rock-solid 
reliability  and  dedicated  excellence  that  can  add  brilliance  to  any 
document,  bring  outsourced  materials  in-house  and  help  any  size 
business  succeed.  Which  may  be  why  HP  has  become  the  most 
preferred  printer  manufacturer  in  the  world.  And  the  most  talked  about. 
+  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  + 
For  more  information  on  products  and  current  offers,  contact  your 
reseller,  go  to  hp.com/go/printcolor  or  call  1-866-625-1174. 


'The  only  printing  vendor  to  receive  an  'A'  rating  in  printer 
satisfaction  12  years  in  a  row." 

-PC  Magazine  Readers'  Choice  Award,  August  5,  2003 


"18th  Annual  Editors'  Choice  A 


Macworld,  2003 


"'Pick  of  the  Year'  for  Outstanding  Color  Inkjet  Workgroup 
Printer-Business  Inkjet  3000n." 

-Buyers  Laboratory  Inc.,  2003 
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"Editors'  Hot  Pick  for  Hardware-Color  LaserJet  9500." 

-The  Seybold  Report,  October  2003 
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CURRENT  EVENTS 


By  Lee  Kuan  Yew,  senior  minister  of  Singapore 


New  Viruses  in  East  Asia 


IN  2003  A  CHINESE  PHYSICIAN  TRAVELING  FROM  GUANGDONG, 
China  to  a  hotel  in  Hong  Kong  infected  some  tourists  from  Singa- 
pore and  Toronto  staying  at  the  hotel,  thus  spreading  the  SARS  virus 
worldwide.  SARS  infected  more  than  8,000  persons  in  30  countries 
and  caused  more  than  900  deaths.  The  virus  has  been  traced  to 
civet  cats,  a  culinary  delicacy  in  Guangdong.  When  SARS  reap- 
peared in  Guangdong  this  winter,  people  were  justifiably  confident 
that  health  authorities  had  the  experience  to  isolate  and  contain  it. 

Hong  Kong  imports  live  chickens  daily  from  China.  In  1997  a 
virulent  avian  flu  virus  (H5N1)  infected  18  humans,  6  of  whom 
died.  It  hit  Hong  Kong  again  in  2001  and  2002.  This  virus  has  now 
struck  again,  infecting  22  persons  in  Vietnam,  16  of  whom  have 
died;  and  12  in  Thailand,  8  of  whom  have  died.  Korea,  China,  Japan, 
Cambodia,  Laos  and  Indonesia  have  also  reported  cases  of  the  virus. 

The  World  Health  Organization  (WHO)  fears  that  migratory 
birds,  especially  wild  ducks  and  geese,  will  spread  the  virus  over 


long  distances  after  landing  in  water  courses  that  have  been  con- 
taminated by  chicken  and  duck  droppings  that  contain  the  virus. 
But  the  WHO  has  an  even  more  serious  concern.  If  pigs — a  good 
"mixing  vessel" — were  to  become  infected  with  avian  flu  and  then 
pass  it  to  humans,  the  virus  could  combine  with  viruses  that 
humans  are  susceptible  to,  mutate  and  spread,  causing  a  world- 
wide pandemic.  This  is  why  the  WHO  advised  the  swift  culling  of 
all  birds  within  3km  (2  miles)  of  where  the  virus  occurred.  Viet- 
nam followed  this  injunction  religiously,  but  H5N1  still  spread. 

Prior  to  globalization  these  new  viruses  would  have  killed 
nearby  villagers,  but  then  the  danger  would  have  passed.  Now  there 
is  much  greater  and  faster  movement  of  people,  livestock  and  raw 
meat,  so  the  viruses  travel  swiftly — and  far.  After  more  than  100  mil- 
lion birds  have  either  died  or  been  culled,  H5N1  is  petering  out. 
But  unless  Asian  farmers  have  rigorous  protection  against  infec- 
tions from  their  birds  and  animals,  they  risk  starting  a  pandemic. 


Growing  Economic  Integration  in  Asia 


AT  LONG  LAST  ECONOMIC  INTEGRATION  IS  TAKING  OFF  IN  EAST 
Asia.  China  imports  components,  raw  materials,  food  and  tropical 
products  from  Northeast  and  Southeast  Asia,  just  over  three  years 
ago  China  offered  the  ten  countries  of  ASEAN  a  free-trade  agree- 
ment (FTA).  ASEAN  and  China  signed  a  framework  agreement  in 
2002.  The  FTA  will  be  realized  by  2010,  but  there  has  been  an  early- 
harvest  package  on  goods  and  services  since  January.  Moving  ahead, 
Thailand  has  reached  a  limited  bilateral  agreement  with  China  to 
accelerate  some  of  their  commitments  under  the  framework  agree- 
ment. Other  ASEAN  countries  are  seeking  similar  agreements. 

In  response  to  China's  initiative,  Japan  signed  a  Framework  for 
Comprehensive  Economic  Partnership  with  ASEAN  in  2003.  It 
concluded  a  bilateral  FTA  with  Singapore  in  2002  and  is  negotiating 
similar  agreements  with  Thailand,  Malaysia  and  the  Philippines. 

India,  another  economic  giant,  is  negotiating  a  Comprehen- 
sive Economic  Cooperation  Agreement  with  Singapore.  Other 
members  of  ASEAN  will  seek  similar  agreements.  ASEAN  as  a 
whole  is  negotiating  with  India  to  establish  an  FTA  by  201 1. 

With  tensions  easing  between  India  and  Pakistan,  the  South 
Asian  Association  for  Regional  Cooperation  (Bangladesh,  Bhutan, 
India,  the  Maldives,  Nepal,  Pakistan  and  Sri  Lanka)  agreed  in  Jan- 
uary to  establish  an  FTA  by  2016.  Separately,  Bhutan,  India, 
Myanmar,  Nepal,  Sri  Lanka  and  Thailand  signed  a  framework 
agreement  to  work  toward  reducing  tariffs  from  2006  onward. 

It  is  the  failure  of  the  WTO  talks  in  Canciin  last  September 


that  has  spurred  these  regional  FTAs.  These  agreements  should 
help  lead  the  way  to  a  successful  WTO  round. 

America  Is  Key  to  Asia's  Success 

During  the  last  ten  years  China's  world  trade  has  grown  by  an  aver- 
age of  16%,  to  $85 1  billion.  Over  the  same  period  India's  has  grown 
by  an  average  of  11%  to  $127  billion.  Half  of  China's  total  trade 
is  now  regional — with  Hong  Kong,  Japan,  Korea,  Taiwan  and 
ASEAN.  However,  the  dynamism  of  China's  economy  depends  on 
exports  to  the  U.S.,  which  make  up  21%  of  China's  total  exports. 

Over  the  next  20  years,  as  hundreds  of  millions  of  middle-class 
Chinese  and  Indians  emerge  as  hungry  consumers,  East  Asia's 
dependency  on  the  U.S.  will  lessen.  But  in  the  meantime  any  down- 
turn in  the  U.S.  economy  will  badly  affect  East  Asia.  Hence  the  rea- 
son Asians  watch  anxiously  for  stronger  U.S.  economic  growth  and 
job  creation  and  are  uncomfortable  with  election  rhetoric  promis- 
ing Americans  protection  against  imports  and  the  outsourcing  of 
jobs.  But  what  Asians  fear  most  are  further  terrorist  attacks  in 
America  that  would  cause  a  sharp  economic  downturn. 

The  state  of  the  U.S.  economy  will  be  a  big  factor  in  Novem- 
ber's presidential  elections.  The  elected  President  will  determine 
the  outcomes  in  Iraq  and  Afghanistan  and  decide  how  the  war 
against  terrorism  is  fought.  To  ensure  their  economic  growth  and 
progress,  Asians  need  a  President  in  the  White  House  who  will 
increase  security  and  stability  worldwide.  F 


Forbes 
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for  the  Study  of  Globalization,  and  former  president  of  Mexico;  and  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in  writing  this 
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FORBES"  April  19,2004  29 
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CURRENT  EVENTS 

By  Paul  Johnson 


President  Bush  and  Mr.  Micawber 


AS  GREATLY  AS  I  ADMIRE  PRESIDENT  BUSH  AND  AS  STRONGLY  AS 
I  approve  of  his  leadership  during  his  first  term  in  office,  I  am 
increasingly  worried  by  the  amount  of  U.S.  indebtedness,  which 
is  reflected  in  the  weakness  of  the  dollar.  I  am  also  upset  by  the 
President's  apparent  lack  of  concern  about  the  problem. 

I  am  the  product  of  a  Puritan  tradition  that  insists  that  sav- 
ing is  good  and  borrowing  is  bad.  I've  never  borrowed  money, 
except  to  buy  my  first  house,  and  I  paid  that  back  at  the  earliest 
opportunity.  I've  never  been  in  debt  or  run  an  overdraft.  I  pay 
my  bills  by  return  post.  I  admire  people  who  conform  to  these 
rules  and  am  suspicious  of  those  who  don't. 

I  do  not  believe  that  governments  are  exempt  from  the  pru- 
dential rules  that  private  individuals  should  keep.  Governments 
need  to  borrow  and  may  sometimes  run  deficits,  but  they 
should  do  so  only  with  a  clear  and  precise  plan  of  how  the 
money  is  to  be  paid  back  and  the  deficits  turned  into  surpluses. 

Back  in  Balance 

The  President  whose  proficiency  in  this  sphere  I  most  admire  is 
Andrew  Jackson.  He  not  only  balanced  the  budget  but  also  paid  off 
the  national  debt.  He  was  rightly  suspicious  of  banks  and  financial 
experts  who  claimed  they  could  show  how  two  plus  two  could 
make  five — or  even  six.  Now  it's  true  that  many  economic  histori- 
ans and  successful  businessmen  will  argue  that  wealth  cannot  be 
created  without  the  leverage  of  credit.  I  remember  Sir  James  Gold- 
smith (whom  I  first  knew  when  he  was  a  16-year-old  who  had  just 
won  a  few  thousand  on  an  accumulating  horse  bet  and,  as  a  conse- 
quence of  that  windfall,  was  quitting  school)  saving  about  his  S2  bil- 
lion fortune:  "It  was  acquired  entirely  by  the  shrewd  use  of  other 
people's  money."  Other  financiers  have  often  made  similar  remarks. 

I  also  recall  President  Ronald  Reagan's  aside  about  the  budget 
deficit  in  the  1980s:  "I'm  not  worried  about  the  deficit — it's  big 
enough  to  take  care  of  itself."  There's  another  saving  about  a  free, 
healthy  economy  being  able  to  grow  itself  out  of  debt  and. deficit 
by  a  rapid  increase  of  national  income.  This  line  of  reasoning  is 
what's  presendy  being  used  to  justify'  President  Bush's  tax  cuts. 

It  can  be  argued  that  America's  entire  financial  history  is  a 
demonstration  of  the  dynamic  power  of  deep  credit.  Certainly  Vir- 
ginia became  a  thriving  colony  on  borrowed  money,  as  did  Massa- 
chusetts. For  much  of  its  existence  the  U.S.  has  run  a  balance  of 
I  payments  deficit  on  visible  goods;  a  prime  example  of  this  was  the 
I  indebtedness  of  U.S.  planters  to  London  financial  houses,  both 
I  before  and  after  the  Revolution.  On  the  other  hand,  a  point  I  always 
make  in  teaching  American  history  is  that  George  Washington  and 


Alexander  Hamilton  (the  first  Secretary  of  the  Treasury)  achieved  a 
historic  success  in  transforming  the  slipshod  inflationary  financing 
of  the  1770s  and  1780s  into  the  sound  pay-as-you-go  policies  of 
the  1790s.  Hamilton's  financial  reforms  were  the  cornerstone  of 
America's  future  prosperity  and  growth.  Without  them,  the  U.S. 
would  have  gone  the  way  of  the  new  Latin  American  republics — 
printing  worthless  banknotes  and  experiencing  hyperinflation, 
coups  d'etat,  military  dictatorships  and  long-term  poverty. 

Hamilton  was  determined  to  follow  the  financial  discipline 
with  which  the  Bank  of  England  eventually  brought  British 
finance  under  control.  He  succeeded,  and  the  Almighty  Dollar 
has  been  the  permanent  symbol  of  his  success. 

Lately  I  find  myself  wondering  what  Hamilton  would  say 
about  the  dollar  today.  However  convenient  a  weak  and  falling  dol- 
lar may  be  for  some  U.S.  exporters,  the  fact  remains  that  a  national 
currency  reflects  the  intrinsic  strength  of  a  national  economy.  If 
people  unload  dollars  and  the  commercial  and  central  banks  keep 
them  only  under  pressure  from  their  governments,  it's  because 
their  faith  in  Americans  as  producers,  savers,  investors  and  mas- 
ters of  productivity  has  been  lost.  It  also  reflects  a  lack  of  confi- 
dence in  the  way  the  Administration  is  running  things  in  Wash- 
ington. The  dollar's  general,  rapid  and  prolonged  decline  is  also  a 
vote  of  no  confidence  in  the  Federal  Reserve  and  its  leadership. 

The  plight  of  the  dollar  is  that  much  more  serious  now  that  the 
U.S.  is  taking  on  more  onerous  and  cosdy  global  responsibilities.  It 
is  leading  the  war  against  international  terrorism.  Almost  imper- 
ceptibly it  is  also  accepting  the  task  of  preventing — by  the  unilat- 
eral use  of  force,  if  necessary — the  spread  of  nuclear  weapons  to 
rogue  states.  No  other  nation  has  the  will  or  resources  to  do  these 
things.  But  the  size,  cost  and  indefinite  duration  of  these  tasks 
demand  a  degree  of  national  resolve  and  self-confidence  that  will 
rest  unsteadily  on  a  nation  with  a  weak  and  declining  currency. 

Truth  Be  Told 

All  this  makes  clear  that  important  changes  in  U.S.  financial  pol- 
icy are  due;  perhaps  overdue — bad  news  for  a  ruling  party  in  an 
election  year.  However,  Americans  are  brave,  tough-minded  and 
not  averse  to  accepting  sacrifices — as  long  as  people  have  been 
persuaded  of  the  necessity.  But  they  need  to  be  told  the  truth. 
And  at  the  moment  they  are  not  getting  truth  from  the  Admin- 
istration. The  White  House  line  is  closer  to  the  famous  saying  of 
Mr.  Micawber  in  Charles  Dickens'  Dmnd  Copperfield:  "Some- 
thing will  turn  up."  That  is  unworthy  of  a  Republican  adminis- 
tration— and  of  a  potentially  great  President.  F 


'pf-tf'fwic  I  Paul  Johnson,  eminent  British  historian  and  author:  Lee  Kuan  Yew,  senior  minister  of  Singapore:  and  Ernesto  Zedillo,  director.  Yale 
_L_J_.         Center  for  the  Study  of  Globalization,  and  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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DIGITAL  RULES 

By  Rich  Karlgaard,  publisher 


Outsource  Yourself 


THANKS  TO  TECHNOLOGY,  MORE  AMERICAN  WHITE-COLLAR 
workers  can  engage  in  what  we'll  call  Geographic  Arbitrage 
(GeoArb).  Let  me  explain.  If  you  move  to  a  small  city  like  Bis- 
marck or  Biloxi  and  then  insert  yourself  into  the  local  salary 
structure,  you  really  haven't  gained  much.  You'll  have  lowered 
your  cost  of  living,  true,  but  more  than  likely  your  paycheck  will 
also  shrink. 

But  what  if  you  could  enjoy  the  best  of  both  worlds — live  in 
a  small  town  and  get  paid  like  you're  in  a  big  city? 

That's  precisely  what  Christian  Renaud,  a  Cisco  Systems 
manager,  chose  to  do.  Renaud's  job  at  the  Silicon  Valley  telecom- 
munications giant  is  to  find  new,  offbeat  markets  for  Cisco 
technology.  Wireless  routers  for  delivery  trucks  came  out  of  his 
30-person  group. 

But  Renaud  doesn't  live  or  work  in  Silicon  Valley.  Nor  does 
he  live  or  work  anywhere  near  Cisco's  East  Coast  technology 
development  center  in  Raleigh,  N.C.  No,  Renaud  rises  in  the 
morning  and  pads  across  the  carpet  to  his  home  office  in  John- 
ston, Iowa,  ten  miles  northwest  of  Des  Moines. 

As  Renaud  explains:  "My  wife,  Janeen,  and  I  met  at  Cisco. 
We  lived  in  an  800-square-foot  condominium  in  Palo  Alto, 
which  was  fine  while  we  were  childless.  But  in  2001  we  had  a 
baby  girl,  and  Janeen  didn't  want  to  go  back  to  work.  Suddenly 
our  800-square-foot  condo  seemed  like  a  closet." 

In  search  of  an  affordable  house,  the  Renauds  thought  about 
moving  to  such  Bay  Area  exurbs  as  Livermore  or  San  Ramon, 
where  houses  cost  half  as  much  as  those  closer  to  Cisco.  But  the 
commute  along  Interstate  680  is  clogged  and  long.  "I  would 
never  have  seen  my  daughter  during  the  week,"  says  Renaud. 
That's  when  Renaud  decided  to  risk  a  chat  with  his  boss  about 
moving  out  of  state  and  telecommuting.  The  boss  agreed — why 
not,  he  said,  since  Cisco  makes  products  that  permit  just  such 
remote  work. 

The  Renauds  then  got  out  their  maps  of  the  U.S.  Next  they 
went  on  the  Internet  to  evaluate  home  prices,  school  quality, 
recreation  and  local  arts  scenes.  Janeen,  a  software  engineer, 
even  went  so  far  as  "data  dipping"  into  FBI  crime  files,  since 
safety  was  a  high  priority  for  the  Renauds.  In  March  2003  the 
young  family  wound  up  buying  a  5,000-square-foot  house,  with 
a  1,500-square-foot  finished  basement,  on  one  acre  of  land.  The 
house  cost  $600,000 — just  a  bit  more  than  their  800-square-foot 
condo  in  Palo  Alto. 

"We  live  like  feudal  lords,"  says  Renaud.  "My  home  office  is 
larger  than  our  condo."  Better  equipped,  too.  Renaud  installed  a 
3-megabit  cable  modem,  a  Cisco  IP  phone  and  a  Polycom 
Via  Video-conferencing  system  that  he  uses  to  confer 
with  his  team  members  in  Silicon  Valley,  Raleigh,  Austin 


and  Missoula.  Once  a  month  Renaud  hops  on  a  plane  and 
spends  three  days  in  Silicon  Valley  or  Raleigh. 

New  Way  of  Life 

Not  everyone  is  cut  out  to  take  advantage  of  GeoArbing  like 
Christian  Renaud,  of  course.  It  takes  buckets  of  moxie  and  self- 
motivation  to  work  hours  (or  even  time  zones)  away  from  the 
main  action.  Also,  it  takes  a  certain  knowledge  and  sophistica- 
tion about  how  the  main  arenas  of  technology  and  commerce 
operate.  I've  seen  some  people  play  the  GeoArb  game  without 
ever  having  lived  in  the  economic  powerhouses,  but  they  are 
rare.  Most  are  like  Renaud.  He  toiled  for  eight  years  at  Cisco 
headquarters,  met  colleagues  face-to-face  and  established  a  pro- 
fessional reputation  and  contact  list. 

GeoArb  could  become  a  way  of  life  for  millions  of  knowledge 
workers.  Suppose  you  were  forced  to  take  early  retirement  from 
your  glitzy  white-collar  job  in  a  big  city.  What  would  you  do?  File 
for  unemployment?  Probably  not.  Show  up  at  a  bogus  "jobs 
retraining"  program  and  be  taught  by  a  social  worker  who  knows 
zip  about  the  way  business  really  works?  No.  In  all  likelihood 
you'd  set  up  a  home  office  and  try  your  hand  as  a  consultant. 
That's  what  250,000  or  more  Americans  have  done  since  2000. 

Here's  the  catch.  Surviving  as  a  freelance  knowledge 
worker — where  you  sell  your  time — is  tough  in  high-price 
joints  such  as  New  York,  California  or  Washington,  D.C.,  espe- 
cially if  you're  the  family's  sole  breadwinner.  Try  generating 
enough  scratch  to  make  your  $4,000-a-month  mortgage  pay- 
ments, keep  the  cars  and  professional  wardrobes  up,  take  clients 
to  dinner  and  maybe  send  the  kids  to  private  schools,  all  while 
trying  to  save  money.  Good  luck. 

Most  competent  freelancers  past  the  age  of  30  with  main- 
arena  connections  in  fields  such  as  product  design,  public 
relations,  software  and  sales  and  marketing  can  make  $100,000  a 
year  if  they  put  their  minds  to  it.  It's  not  that  hard  to  do  if  you're 
a  pro,  keep  your  skills  up,  are  attuned  to  industry  developments 
and  are  pulling  those  bucks  from  California  or  New  York. 
What's  hard  for  a  freelancer  to  do  anywhere  on  the  planet  is  to 
earn  that  second  $100,000.  Yet  that  second  $100,000  is  what 
your  household  needs  to  swing  a  comfortable  middle-class  fam- 
ily lifestyle  in  many  urban  coastal  areas.  However,  $100,000  a 
year — even  $75,000 — buys  a  nice  life  in  most  smaller  commu- 
nities. Presto:  Geographic  Arbitrage. 

Today  experts  are  arguing  on  television,  op-ed  pages  and  in 
presidential  campaigns  about  whether  the  U.S.  economy  is  in  good 
or  bad  shape.  If  you  want  to  see  the  good,  look  at  the  Renauds.  F 
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INFORMER 


Mystery  Show 


W 


MIA:  Louis  Rukeyser. 


fhy  has  the  star  of  Louis 
Rukeyser  s  Wall  Street  been 
absent  for  five  months 
from  his  popular  Friday  night 
CNBC  financial  show?  Guest  host 
Bill  Griffeth  said  on  air  back  in  No- 
vember that  Rukeyser,  7 1 ,  had  back 
surgery  and  would  return  "in  the 
not-too-distant  future."  Griffeth  in 
February:  "Relatively  near  future." 
Brother  M.S.  (Bud)  Rukeyser  Jr. 
tells  FORBES,  "He's  certainly  getting 
better,"  but  wouldn't  elaborate.  No  timetable  for  return,  a  CNBC 
flack  now  says.  Rukeyser's  scheduled  appearance  at  a  Las  Vegas  in- 
vestment conference  this  month  was  canceled  hours  after  a 
FORBES  query.  Meanwhile,  ratings  are  off  27%.  — Dirk  Smillie 

Cutting  That  23%  Annual  Return  by  0.1% 

The  feds  and  Berkshire  Hathaway,  run  by  Forbes  400  member 
Warren  E.  Buffett,  have  asked  an  Omaha  federal  court  for  more 
time  to  settle  a  Berkshire  lawsuit  fighting  an  Internal  Revenue 
Service  decision  that  raised  its  tax  bill  by  $16.3  million,  includ- 
ing interest.  Tax  law  allows  corporations  to  deduct  a  portion  of 
dividends  received  if  the  shares  weren't  bought  with  "directly 
attributable"  debt.  The  IRS  says  Berkshire  used  such  debt  to  buy 
shares  of  Coca-Cola,  US  Airways,  Champion  International, 
Time  Warner  and  Wells  Fargo.  Berkshire  argues  the  IRS  action 
threatens  its  business.  — Janet  Novack  and  William  P.  Barrett 

Practicing  His  Testimony  to  Congress 

As  he  drove  mortgage  rates  sky-high  in  1980  to  fight  inflation, 
Federal  Reserve  Chairman  Paul  Volcker  remained  a  tenant.  With 
his  wife  and  son  in  New  York  City,  says  Paul  Volcker:  The  Making 
of  a  Financial  Legend,  a  soon-to-be  published  biography  by 
Joseph  B.  Treaster,  Volcker,  Fed  boss  from  1979  to  1987,  rented  a 
one-bedroom  Washington,  D.C.  apartment  for  less  than  $400  a 
month.  About  that  time  new  son-in-law  Christian  Zima  asked 


informer@forbes.com 

for  advice  about  taking  a  20%  mortgage  for  a  home.  "He  would 
never  answer  any  of  those  questions,"  Zima  says  in  the  book. 
"He  would  just  mumble  and  change  the  subject."       — W.P.B. 

'Til  Taxes  Do  Us  Part 

New  Jerseyans  L.  Thorne  McCarty,  a  Harvard  Law  grad  and 
Rutgers  professor,  and  Mary  Lynne  Robertson  got  hitched  in  Fiji 
in  1997  and  claimed  married  status  on  a  joint  U.S.  tax  return. 
But  after  learning  the  "marriage  penalty  tax"  would  cost  them 
$4,635,  they  filed  a  refund-seeking  amended  return,  and  then  a 
lawsuit,  calling  their  union  "symbolic"  and  invalid  under  Fiji 
and  New  Jersey  law.  Tough,  a  federal  court  just  ruled.  Taxes  have 
"nothing  to  do"  with  a  marriage's  validity,  the  judge  wrote;  the 
couple  "simply  failed  to  research  the  economic  consequences  of 
their  marriage  and  came  to  regret  it  later."  — J.N.  and  W.P.B. 


Rhymes  With  Rich 


Erin  Brockovich,  the  environmental  heroine  portrayed  by  an 
Oscar-winning  Julia  Roberts,  was  among  several  sued  last 
month  in  Los  Angeles  by  a  former  co-worker  for  alleged  wire- 
tapping. No  response  yet.  Then  journalists  received  copies  of  a 
new  anthology,  Masters  of  Success:  Proven  Techniques  for  Achiev- 
ing Success  in  Business  and  Life,  with  this  passage  in  a  first-person 
excerpt  Brockovich  co-wrote:  "When  we  think  we  can  get  away 
with  something,  it  is  because  we  think  we  are  smarter  or  better 
than  everyone  else."  Bad  timing?  The  book's  press  materials 
misspell  her  name  in  one  reference  as  Brokobich.      — W.P.B. 


Must  Be  Those  Long  Cold  Nights,  Eh? 

On  a  per  capita  basis,  computer-savvy  Canadians  visit  online 
humor  sites  nearly  50%  more  often  than  Americans.  Internet- 
usage  monitor  GomScore  Media  Metrix  reports  that  32%  of  wired 
Canadians  logged  onto  a  comedy  site  during  January.  That  com- 
pared with  18%  of  Yanks.  Moreover,  those  north  of  the  border 
viewed  57%  more  pages  during  each  visit.  Although  the  order  of 
popularity  differed  somewhat,  the  top  five  humor  sites  in  both 
countries  included:  Flowgo.com,  Miniclip.com,  Funnyjunk.com 
and  ComedyCentral.com.  —  J.N.  and  W.P.B. 


They're  Gone,  But  Shareholders  Still  Pay  Them 


It's  amazing  what  some  ex-public-company  bosses  received  when  they  headed  out  the  door  for  the  final  time.       —Tomas  Kellner 


CHIEF  EXECUTIVE 

COMPANY 

LUMP  SUM 

Robert  J.  Allison  Jr. 

Anadarko  Petroleum 

$1.56  million 

Jeffrey  Barbakow 

Tenet  Healthcare 

$7.4  million 

Charles  M.  Cawley 

MBNA 

$4.5  million 

Richard  J.  Kogan 

Schering-Plough 

$27  million 

Mark  J.  O'Brien 

Pulte  Homes 

$8.5  million 

Richard  B.  Priory 

Duke  Energy 

$4  million 

Charles  Watson1 

Dynegy 

$29  million 

'Package  now  in  arbitration.  Source:  Company  filings. 

FUTURE  PERKS  INCLUDE 
lifetime  use  of  jet;  home  security  system 
office;  health  insurance 

"adviser"  contract  for  $2.5  million  yearly;  use  of  jet 
legal  fees;  $670,000  for  unused  vacation 
moving  costs;  new  Lexus;  "favorable  reference" 
retirement  planning;  office;  home  security  system 
$6  million  for  taxes  on  options 

"Chuck"  Watson 
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ON  MY  MIND 


By  Tyler  Cowen,  professor  of  economics  at  George  mason  university  and  director  of  its  mercatus  Center 


The  New  Culture  Czars 

Who  needs  Sotheby's  when  there's  Costco? 


MASS  RETAILER  COSTCO  SELLS  LITHOGRAPHS  BY  PICASSO, 
Chagall  and  Miro.  The  store  marks  up  the  artwork  by  no  more 
than  14%,  compared  with  the  100%  to  150%  that  a  gallery  might 
add.  The  bargain  Picassos  are  flying  off  the  shelves;  Costco  is  out 
of  stock  on  all  three  artists. 

Traditional  art  galleries  both  sell  art  and  cultivate  artists'  rep- 
utations. The  modern  world  is 
splitting  these  functions.  Con- 
sumers make  up  their  own  minds, 
while  marketing  and  sales  occur  in 
lower-cost  institutions  without 
much  highbrow  reputation.  Ebay, 
by  far  the  world's  largest  auction 
house,  does  little  to  vouch  for  the 
quality  of  its  wares.  Google.com 
has  become  one  of  the  most  im- 
portant tools  for  cultural  research. 

These  developments  share  an 
important  feature,  namely  the 
obsolescence  of  traditional  cul- 
tural intermediaries.  The  institu- 
tions best  suited  to  attracting  eye- 
balls and  charge  cards  will 
become  our  new  sources  for 
entertainment  and  inspiration. 
Today's  culture  may  not  have  the 
aura  of  times  past,  but  it  reaches 
consumers  in  ever  more  effective 
ways.  Consumers  add  the  gloss  in 
their  own  minds,  and  often  they 
would  rather  have  the  lower  prices  and  bigger  selection  than  the 
accompanying  finery. 

Like  art  galleries  and  fancy  auction  houses,  critics  are  also  being 
bypassed.  Starbucks  has  assembled  "Artist's  Choice"  CDs  for  the 
Rolling  Stones  and  Johnny  Cash,  and  one  of  its  stores,  in  Santa 
Monica,  Calif.,  is  now  offering  music  downloads.  If  you  like  what 
you  hear  while  sipping  your  latte,  simply  pay  to  have  it  burned 
onto  a  compact  disc.  This  is  no  small  cultural  shift.  McDonald's 
and  Sony  are  reportedly  working  out  a  deal  for  diners  to  receive 
free  music  from  Sony's  online  music  store.  Superstores  such  as 
Wal-Mart  and  Best  Buy  drive  DVD  sales  and  distribution. 

The  same  goes  for  literature.  When  it  is  easy  to  read  book  no- 
tices and  reviews  on  the  Internet,  publishers  play  a  lesser  role  in 
certifying  quality.  Self-publishing  is  booming  and  not  just  for  van- 
ity books.  Stephen  King,  who  has  distributed  writings  on  the  In- 
ternet, is  better  known  to  most  readers  than  is  any  publishing 


Tlie  institutions  best  suited  to  attracting  eyeballs  and 
charge  cards  will  become  our  new  sources  for 
entertainment  and  inspiration." 


house.  Andy  Kessler's  self-published  Wall  Street  Meat  rose  to  num- 
ber 26  on  Amazon.com  last  year.  What's  more,  the  publishing 
process  on  Kessler's  book  took  six  weeks  rather  than  the  year  most 
commercial  publishers  need. 

Last  year  discount  stores  and  price  clubs  accounted  for  11% 
of  all  book  sales  in  the  U.S.  In  Italy  it  is  now  common  practice 

to  bundle  newspapers  with 
books  of  poetry,  selling  it  at  a  dis- 
count. Newspapers  and  newspa- 
per stands  have  a  strong  hold  on 
Italian  public  attention,  so  it  is 
only  natural  that  they  become 
marketing  vehicles. 

Charles  Murray,  in  his  recent 
book,  Human  Accomplishment, 
charges  that  the  modern  world  has 
created  no  artistic  titans  to  stand 
with  Austen,  Mozart  and  Rubens, 
that  culture  has  declined  since 
World  War  II. 

But  Murray  misses  the  point. 
The  modern  world  elevates  not  the 
titan  but  rather  the  genre.  Do  not 
fret  if  the  Beach  Boys  do  not  stand 
up  to  Beethoven.  How  many  won- 
derful musical  genres  would  have 
been  accessible  to  you  in  1820? 
Today  we  have  rock  'n'  roll,  blues, 
soul,  gospel,  country  and  western, 
ragtime,  reggae,  samba,  Indian 
classical,  Celtic,  gamelan  and  half  a  dozen  kinds  of  jazz. 

Analogous  comparisons  would  reflect  favorably  on  modern 
literature,  architecture  and  painting  as  well.  These  goodies  are 
more  available  than  ever  before,  as  are  Schubert  and  Shake- 
speare. Murray  is  preoccupied  with  a  few  sequoias.  He's  miss- 
ing the  forest. 

The  modern  world  shares  the  creative  riches,  reflecting  a  divi- 
sion of  labor.  The  entirety  of  our  creative  achievements  continues 
to  rise  in  value,  but  each  individual  creator  declines  in  importance 
relative  to  the  better  and  bigger  whole.  Furthermore,  our  modern 
achievements  are  accessible  rather  than  glorified  and  sequestered 
in  a  Louvre  or  a  Versailles. 

The  lessons  are  simple.  Don't  look  for  great  culture  where  pre- 
vious generations  found  it.  Focus  on  the  goods,  and  question 
whether  you  should  pay  more  for  aura.  Enjoy  the  amazing  cul- 
tural plenitude  at  your  disposal.  F 
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IMSMUH 


JANUARY  6,  2003 


FLASHBACKS 


Northrop's  Silver  Bullet 


N 


IORTHROP  GRUMMAN,  OUR 
pick  for  2003  company  of  the 
lyear,  had  gobbled   up  16 
smaller  companies  to  make  itself  the 
nation's  second-largest  defense  con- 
tractor. Did  it  digest  them  well? 

As  planned,  Ronald  Sugar,  55, 
took  over  the  top  job  in  April  2003 
from  longtime  chief  executive  officer 
Kent  Kresa,  and  it's  been  smooth  sail- 
ing since.  In  the  year  that  Sugar  has 
been  on  the  job,  sales  have  jumped 
52%  to  $26.2  billion,  albeit  most  of 
that  results  from  the  late-2002  acqui- 
sition of  electronics  and  space- 
technology  concern  TRW.  Net  income 
climbed  to  $866  million,  or  $4.64  a 
share,  from  $64  million.  Sales  were 
strong  across  all  of  the  company's 
seven  divisions,  especially  shipbuilding,  a  business  Northrop  wasn't  even  in 
until  its  2001  purchase  of  Litton  Industries  and  Newport  News  Shipbuilding. 

So  much  for  the  easy  part.  Sugar  must  now  navigate  through  a  likely 
period  of  political  battles  as  Pentagon  spending  competes  with  teetering 
federal  entitlement  programs  and  demands  for  a  balanced  budget.  The 
good  news,  at  least  for  Northrop's  shareholders,  is  that  as  long  as  terrorists 
such  as  Osama  bin  Laden  roam  free,  there  will  be  a  demand  for  Northrop's 
killing  machines.  — Seth  Lubove 


Sugar  so  sweet: 
Northrop  CEO 
Ronald  Sugar. 


SEPTEMBER  29,  2003 

Nissan  Brings  in  the  Boss 

Last  fall  we  suggested  that  Nissan 
might  be  biting  off  more  than  it  could 
chew  by  launching  five  models  in  less 
than  a  year  at  its  new  factory  in  Missis- 
sippi. It  looks  like  we  were  right. 
Though  the  Japanese  automaker's 
manufacturing  is  superb,  Nissan  mis- 
read the  U.S.  market  when  launching 
its  funky  new  Quest  minivan  and 
Pathfinder  Armada  full-size  sport  util- 
ity vehicle.  Sales  of  both  models  have 
been  disappointing,  causing  invento- 
ries to  pile  up.  Nissan  insists  early  marketing  mistakes  have  been  fixed,  and  now 
it's  producing  more  vehicles  with  the  features  consumers  want,  like  rear-seat 
entertainment  systems  and  a  trademark  SkyView  sunroof  in  the  Quest.  But  suc- 
cess in  Mississippi — which  can  produce  up  to  400,000  vehicles  a  year — is  criti- 
cal to  Chief  Executive  Carlos  Ghosn's  ambitious  plan  to  boost  worldwide  sales 
by  1  million  vehicles  this  year.  With  so  much  at  stake,  he's  stepping  in  to  over- 
see North  American  operations  himself.  — Joann  Midler 


Course  correction: 
Nissan  Chief  Carlos  Ghosn. 


80  YEARS  AGO  IN  FORBES/MARCH  29,  1924 

Henry  Ford  used  to  be  demo- 
cratic. He  has  become  autocratic.  He  has  shown 
this  in  his  numberless  quarrels  and  final  splits 
with  his  chief  associates  of  his  earlier  days.  He 
showed  it  in  his  dogmatic  treatment  of  workers, 
particularly  in  his  "Welfare"  rules  and  regula- 
tions—since found  largely  unworkable.  He  has 
shown  it  in  the  high-handed  way  he  has  on  oc- 
casion treated  his  dealers,  compelling  them  to 
take  and  promptly  pay  for  cars  and  tractors  they 
did  not  want.  He  has  latterly  shown  it  in  the  regal 
splendor  with  which  he  has  surrounded  himself, 
in  his  estate  at  home,  in  his  kingly  yacht,  in  his 
Florida  palace. 


15  YEARS  AGO  IN  FORBES/April  3.  1989 

l*J¥TOy^^^£TI:  Don't  write  vw  off. 
Volkswagen  built  the  small-car  business  in  the 
U.S.  with  its  Beetle,  developed  the  first  popular 
minivan  and  followed  it  with  an  early  utility  ve- 
hicle (the  Thing).  Volkswagen  was  not  only  the 
first  of  the  car  producers  to  move  up  into  a  sec- 
ond line  of  cars,  the  Audi;  it  also  had  the  best 
diesel  during  the  fuel  crisis  and  was  the  first  for- 
eign car  maker  to  open  an  assembly  plant  here. 
In  short,  this  is  a  company  that  has  had  its  ups 
and  its  downs. 


Volkswagen  recently  announced  a  57%  drop  in 
profits  for  2003  and  said  it  would  trim  5,000 jobs 
worldwide. 
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know 


Aetna  Integrated  Benefits 


People  work  better 
when  they 
work  together. 

So  do  benefits. 

If  you  go  to  different  companies  to  find 
the  best  benefits,  then  you  may  be 
missing  the  boat.  Because  when  Aetna's 
full  range  of  benefits,  Medical,  Dental, 
Pharmacy,  Disability,  Long-Term  Care, 
and  Group  Life  are  taken  together,  they 
can  work  in  ways  a  mixed  bag  of 
benefits  can't.  Aetna  gathers  aggregated 
data  and  integrates  it  across  our  areas 
of  service  to  get  a  more  complete 
picture  of  your  company's  overall  needs. 
Together,  we  can  use  this  knowledge  to 
select  and  develop  plans  and  options 
that  are  best  suited  to  your  workforce. 
And  since  you'll  be  making  more 
informed  choices,  you'll  be  better  able 
to  control  costs.  Let  us  show  you  how 
well  we  can  work  together.  Call  your 
broker,  Aetna  representative,  or  visit  us 
today  at  aetna.com. 

We  want  you  to  know M 


)(Aetna* 


Health 

Dental 

Pharmacy 

Disability 

Long-Term  Care 

Life 


©2004  Aetna  Inc  Plans  are  offered  by  Aetna  Life  Insurance  Company  Plans  contain  exclusions 

and  limitations. 
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GET  READY  FOR  SOME  J 

HEMT  POWERED 

REALITY  TELEVISION. 


STAY  TUNED  FOR  THE  ARRIVAL  OF  THE 
TOTALLY  NEW  340"  HORSE POWE R  300C. 
AN  EXCITING  PART  OF  THE  2005  CHRYSLER 
LINEUP,  PROUD  SPONSORS  OF  THE  HIT 
REALITY  SHOW,  "THE  APPRENTICE." 


THE  TOTALLY  NEW  CHRYSLER  300C 


CHRYSLER 


INSPIRATION  COMES  STANDARD 

Don't  miss  this  season's  final  episode  of 
"The  Apprentice,"  Thursday,  April  15,  on  NBC, 
to  see  which  new  Chrysler  the  winner  will 


«  drive  home.  When  the  drama  -  unfolds, 
buckle  up!  The  new  Chrysler  300C  will  be 
racing  into  Chrysler  showrooms  everywhere. 


LIVE  SEASON  FINALE 
9/8  PM  THURSDAY,  APRIL  IS. 
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FOLLOW-THROUGH 


NOVEMBER  24,  2003 

Good  Bye,  Mr.  Chips 

Last  year  STMicroelectronics  Chief  Pasquale 
Pistorio  told  us  the  chip  industry  was  ripe 
for  consolidation  and  he  was  hunting  for 
companies  to  acquire.  Now  Pistorio,  68,  has 
announced  he's  stepping  down  as  chief  of 
Europe's  largest  chipmaker  after  24  years, 
before  making  any  big  deals.  Though  the 
company  would  like  Pistorio  to  stay  on, 
he'll  hand  his  reins  to  two  successors  next 
year:  a  new  chief,  Carlo  Bozotti,  and  a  new 
chief  operating  officer,  Alain  Dutheil.  STMi- 
cro's  largest  shareholders,  government- 
backed  entities  in  France  and  Italy,  may 
have  been  keen  for  a  transformational 
merger  to  create  an  even  bigger  European 
high-tech  champion.  But  Pistorio  will  leave 
them  something  better:  one  of  the  most 
consistently  profitable  companies  in  the 
chip  business.  In  mid-March  major  share- 
holders France  Telecom,  Areva  and  Fin- 
meccanica  signed  a  new  pact  that  allows 
them  to  reduce  their  stake  from  34.5%  to 
19%,  further  cutting  the  chipmaker's  ties 
to  the  government-backed  entities  that 
once  controlled  it.  — Deborah  On 

FEBRUARY  3.  2003 

Out  of  the  Box 

Hollywood's  war  against  ClearPlay, 
whose  clever  software  excises  vulgarities, 
nudity  and  gore  from  DVDs,  has  been 
joined  by  Wal-Mart.  The  federal  copy- 
right and  trademark  suits  brought  against 
ClearPlay  by  16  famed  directors  and  8  big 
studios  are  still  pending  in  a  Denver 
court.  But  that  didn't  stop  Wal-Mart  from 
deciding  to  sell  DVD  players  manufac- 
tured by  RCA  and  equipped  with 
ClearPlay.  In  May  the  retail  giant  will  start 
offering  a  $79  player  loaded  with  filters 
for  a  roster  of  100  films,  including  Spider- 
Man,  Terminator  3  and  Matrix  Reloaded. 
(For  $5  a  month  the  player  can  be 
updated  with  fresh  filters  for  newly 
released  DVDs.)  More  retailers  and  DVD- 
player  manufacturers  will  follow, 
promises  ClearPlay  Chief  Executive  Bill 
Aho.  Attorneys  for  the  directors  and  for 
the  8  studios  suing  ClearPlay  declined  to 
comment.  — Stephane  Fitch 
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FEBRUARY  17,  2003 

3M's  Growth  Rx 

A  new  era  was  dawning  for  3M  when  we 
traveled  to  St.  Paul,  Minn,  a  year  ago.  Aided 
by  General  Electric  import  James  McNer- 
ney  Jr.'s  cost-cutting  and  favorable  currency 
tailwinds,  profits  at  the  once-complacent 
old  glue-and-sandpaper  organization 
jumped  21%  last  year  on  an  1 1.6%  sales  in- 
crease. Strong  demand  for  3M's  health  care 
products  and  liquid  crystal  displays  should 
help  drive  2004  profits  up  1 3%.  Share  buy- 
backs  totaled  $1.6  billion  the  past  two  years, 
and  the  stock  split  2-for-l.  The  best  sign 
yet:  3M  just  raised  its  first-quarter  and  full- 
year  earnings  estimates.  — Mark  Tatge 

DECEMBER  22.  2003 

Pipe  Dreams 

The  public's  hatred  of  all  things  tobacco 
is  continuing  to  prove  a  godsend  to  col- 
lectors. On  May  12  in  London  Christie's 
will  auction  off  the  private  collection  of 
Alfred  Dunhill,  founder  and  former 
chairman  of  the  British  tobacconist  and 


luxury  goods  company.  Amassed  over  40 
years,  the  sale's  120  lots  include  a 
19th-century  Turkish  clay  pipe,  a  selec- 
tion of  Japanese  tobacco  pouches  and  a 
collection  of  Chinese  opium  pipes.  The 
sale  is  estimated  to  fetch  $90,000. 

— Susan  Adams 

Editor's  Note  In  our  story  on 
pensions  beginning  on  page  54,  we 
report  that  New  York  Attorney  General 
Eliot  Spitzer's  office  has  served  sub- 
poenas seeking  information  on  how 
pension  funds  are  managed.  After  the 
story  went  to  press,  a  Spitzer  aide 
corrected  himself  and  told  us  the  at- 
torney general's  office  has  only  inter- 
viewed "friendly  witnesses"  so  far. 


Starting  at  $23,595*  >  7-year  or  70,000-mile  Powertrain  Limited  Warrantyt 
included  >  To  learn  more  about  our  HEMP  V8,  take  a  virtual  tour  at 
CHRYSLER.COM/300,  or  call  1.800.CHRYSLER  > 


C  M  R  l_  SE 


INSPIRATION  COMES  STANDARD 


THE  TOTALLY  NEW 
CHRYSLER  300C 


xin  inspiration  lead  to  something  totally  unexpected?  Yes. Can  the  American  sports 

>edan  be  reborn?  Yes.  And  can  HEMT  power  arrive 

ith  such  style  for  under  33  K?  Absolutely. 

U  shown,  $32,995.  MSRP  excludes  tax.  t7-year/70,000-mile  Powertrain  Limited  Warranty,  See  dealer  for  a  copy  of  this  limited  warranty.  Transferable  to  second  owner  with  fee.  A  deductible  applies 
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Elect 
Chic 

Does  the  spike  in  gas  prices 
have  you  excited  about  hybrid 
cars?  Get  out  a  pencil  and  the 
back  of  an  envelope. 

BY  JONATHAN  FAHEY 


GAS  PRICES  REACHED  AN  ALL- 
time  high  in  late  March,  says  the 
Department  of  Energy — an 
average  $1.74  a  gallon  nation- 
ally. So  automakers  picked  the 
perfect  time  to  unveil  a  new  crop  of  fuel- 
saving  gasoline-electric  hybrids,  right? 

They  did,  for  the  right  kind  of  buyer. 
That  would  be  someone  who  is  not  very 
good  at  arithmetic. 

General  Motors  will  later  this  year  start 
selling  hybrid  versions  of  its  big  Chevrolet 
and  CMC  pickups  to  retail  customers.  For 
an  additional  $2,500  (above  an  average 
price  of  $35,000),  buyers  will  see  all  of  2 
miles  per  gallon  in  better  fuel  economy. 
Assuming  15,000  miles  a  year  and  $2-a- 
gallon  gas,  the  driver  would  save  a  measly 
$186  a  year.  The  government  gives  you 
back  $500  or  so,  depending  on  your  tax 
bracket,  in  the  form  of  a  $1,500  federal  de- 
duction for  the  hybrid.  (Although  this 


green-engine  deduction,  available  even  if  a 
car  or  truck  has  no  business  purpose,  is 
being  phased  out.)  Net  cost:  $2,000. 

It  will  take  you  close  to  1 1  years  to 
make  the  cost  back  at  the  pump.  And 
you're  probably  going  to  trade  in  the 
pickup  long  before  that. 

Our  cost  figure  is  probably  too  low, 
anyway.  Some  manufacturers  are  going 
to  add  $4,000  to  the  sticker  for  going 
hybrid.  Plus,  Honda,  Ford,  Toyota  and 
Lexus  plan  to  stuff  their  hybrid  cars — 
versions  of  already  top-selling  vehicles — 
with  high-margin  amenities  like  naviga- 


tion systems  and  leather  seats.  The  think- 
ing seems  to  be  that  any  driver  in  a  posi- 
tion to  throw  money  around  on  a  hybrid 
power  train  isn't  going  to  balk  at  other 
expensive  features. 

"Until  we  get  to  $3  a  gallon,  we  are 
not  going  to  see  profound  change  in  the 
way  people  buy  vehicles,"  says  Lindsay 
Brooke,  a  senior  analyst  who  specializes 
in  the  hybrid  market  for  automotive  fore- 
casting firm  CSM  Worldwide. 

For  some  buyers — those  consumed  by 
environmental  guilt  and  willing  to  drive 
lightweight,   low-horsepower   cars — 
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hybrids  are  already  a  compelling  buy. 
Since  their  introduction,  Toyota's  Prius 
and  Honda's  Insight  and  Civic  Hybrid, 
which  can  get  50  miles  to  the  gallon,  have 
sold  a  combined  122,758  units.  The  Prius 
has  a  power  plant  that  can  deliver  HOhp. 
Fine  for  a  small  car,  but  definitely  not  for 
towing  your  Airstream. 


"There  are  always  early  adopters  and 
gadget  geeks,"  says  Sheri  Shapiro,  the 
[narketing  manager  for  Ford's  coming 
hybrid  Escape  SUV.  "But  mainstream  con- 
umers  don't  want  to  have  to  get  a  differ- 
[  nt  vehicle  to  get  fuel  economy  and  better 
I  missions." 

To  reach  beyond  the  green  crowd,  car- 
makers are  trying  to  sell  performance,  like 
ligher  horsepower,  instead  of  just  gas  sav- 
igs.  GM  even  plans  to  entice  buyers  to  its 
"  ybrid  with  120- volt  power  outlets  so  the 
Iruck  can  serve  as  a  generator  on  wheels, 
t  will  be  handy  for  anyone  building  a 


house  or  living  in  one  that  is  on  an  ill- 
maintained  power  grid.  A  hybrid  Dodge 
truck  due  out  late  this  year  will  offer  sim- 
ilar features,  with  a  diesel  engine. 

The  hybrid  version  of  Ford's  Escape 
SUV  will  offer  a  peak  200hp — normally 
available  on  a  V6 — out  of  a  four-cylinder 
gas  engine.  It  can  do  that  by  dint  of  the 
fact  that  the  gas  engine  and  the  battery, 
which  is  recharged  during  normal 
driving,  can  work  together.  The  gas 
engine  by  itself  puts  out  only  1 53hp.  The 
hybrid  SUV  will  beat  the  regular  Escape's 
four-cylinder  fuel  economy  by  40%. 

Honda's  Accord  hybrid,  the  first 
hybrid  V6  on  the  market,  will  boast  240hp 
with  the  fuel  economy  of  the  no-frills 
four-cylinder  version.  Toyota's  coming 
Lexus  RX400h  and  Toyota  Highlander 
SUVs  will  trumpet  270hp  and  improved 
acceleration,  along  with  the  fuel  economy 


of  a  130hp  Corolla. 

CSM's  Brooke  says  hybrids  will  be  at 
best  10%  to  15%  of  the  new-car  market 
ten  years  from  now.  "The  proof  will  come 
within  the  next  12  to  18  months,"  he  says. 

Ford  Division  President  Stephen 
Lyons  says  he  has  been  ratcheting  up 
sales  estimates  as  the  Escape  Hybrid  gets 
closer  to  launch.  "This  is  a  growing  mar- 
ket," he  says.  "There  is  more  knowledge 
out  there  about  hybrids  than  I  ever 
thought  there  was." 

Or  is  there?  To  convince  people 
hybrids  don't  have  to  be  plugged  in, 
Lyons  has  to  dream  up  stunts  like  the  one 
he's  pulling  this  month.  Ford  is  rounding 
up  celebrities  and  politicos  to  drive  a 
hybrid  Escape  for  500  miles  through 
Manhattan — the  combined  distance  of 
all  of  the  island's  streets — on  a  single 
tank  of  gas.  F 


Hybrids,  Now  With  Horsepower! 


The  new  crop  of  hybrids  will  be  sold  on  performance,  not  just  fuel  economy. 

HORSEPOWER 


MODEL/ 
INTRODUCFD 


CONVENTIONAL  HYBRID 
MPfi1  MPKi 


Honda  insight 


1999 


Toyota  Prrns 


N/A 


56 


73 


2000 


26 


55 


110 


Honda  Civic  Hybrid 


2002 


33 


47 


93 


Chevrolet  Silverado/GMC  Sierra  Hybrids  > 

Sept.  2004        17         19  295 


<"""  .iy»iiM  

Sept.  2004  25 

35 

200 

Honda  Accord  Hybrid 

Fall  2004  24 

32 

 ► 

240 

i  Lexus  RX400h 

Dec.  2004 


22 


32 


270 


Dodge  Ram  Hybrid  Diesel 


Late  2004 


15 


17 


305 


Toyota  Highlander  Hybrid 


Feb.  2005 


21 


32 


270 


'Combined  city/highway  MPG.  Compared  with  Toyota  Camry.  NA:  Not  available. 
Sources:  U.S.  Environmental  Protection  Agency;  company  information  and  estimates 
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Carl  Icahn:  Telecom  Baron 


The  famed  vulture  says  he  wants  to 
a  public  one.  But  investing  with  him 

EVER-ENERGETIC  FINANCIER  CARL 
Icahn  sees  telecom  as  akin  to  the 
railroads  of  the  late  1800s — ailing, 
cheap  and  in  need  of  consolidation. 
So  Icahn,  a  deft  vulture  player  in  bank- 
ruptcy court,  is  trying  to  become  a  latter- 
day  E.H.  Harriman,  of  Union  Pacific  fame. 

Or  is  he?  Icahn,  68,  may  be  looking 
to  flip  his  recent  telecom  investment  in  XO 
Communications  for  a  nice  gain,  as  he  has 
done  with  others  in  the  past.  If  he  does 
that,  fine.  If  not  and  he  holds  on  to  XO, 
maybe  not  so  fine,  given  his  record. 

Icahn,  who  couldn't  be  reached  tor 
comment,  entered  the  telecom  game  by 
wresting  control  of  Chapter  1 1 -mired  XO 
in  2002.  Next  he  tried  and  failed  to  win 
Global  Crossing  and  Cable  &  Wireless 
USA.  In  February  he  managed  to  acquire 
bankrupt  Allegiance  Telecom.  The  com- 
bined XO-Allegiance  is  now  the  largest  U.S. 
outfit  besides  AT&T  competing  with  the 
established  monopolies  in  local  phone  ser- 
vice. Icahn,  who  owns  62%  of  XO,  says  he 
wants  to  add  more  ailing  telecoms. 

Here's  the  problem.  Icahn's  record  as  a 
business  builder  is  unpersuasive.  TWA 


build  a  company  for  a  change, 
may  be  dicey,  by  phyllis  berman 

crashed  ignominiously  after  his  six  years  in 
the  pilot's  seat.  One  other  public  company 
he  still  controls  (with  an  87%  stake), 
American  Real  Estate  Partners,  has  had  a 
lackluster  showing.  The  owner  of 
properties  ranging  from  offices  to 
condos  to  casinos  (like  Las  Vegas' 
Stratosphere),  American  saw  earnings 
drop  7.9%  last  year  to  $68  million  and 
revenue  fall  by  20%  to  $283 
million.  The  $15  stock, 
which  has  wobbled  around 
since  Icahn  came  on  the 
scene  in  late  1990,  is 
double  what  it  was 
back  then — but  the 
5%  annual  growth 
rate  is  almost  half 
that  of  the  S&P  500. 
Also,  the  outfit  has  paid 
no  dividend  since  1993. 

It's  when  he  has  had 
just  a  minority  holding 
in  a  company  that 
Icahn  has  been  an  in- 
vestor's friend,  func- 
tioning as  a  corporate 


gadfly.  He  forced  tobacco  giant  RJR  to  sell 
food  unit  Nabisco  in  2000,  creating  a  surge 
in  rjr's  stock  price  and  a  fat  cash  payment 
to  Nabisco  investors. 

The  strengthened  XO  is  shaping  up  as  a 
potential  takeover  target  in  a  recovering 
economy.  Analyst  Vik  P.  Grover  of  Need- 
ham  &  Co.  says  it  will  be  a  robust  com- 
petitor to  the  Baby  Bells  in  the  business 
market.  Icahn  has  hired  a  solid  telecom 
veteran,  Carl  Grivner,  as  XO's  chief. 
So  far  XO  is  a  mixed  bag.  In 
2003,  its  first  year  out  of  bank- 
ruptcy, XO's  revenues  declined  by 
12%  to  $1.1  billion  but  its  losses 
narrowed  from  $1.2  billion  in 
2002  to  $111  million. 
Grover  thinks  operating 
income  (earnings  before 
depreciation,  interest  and 
taxes  and  nonrecurring 
iA  items)  will  reach  $105 
million  next  year  from 
just  $9  million  in  2003j 
Enterprise  value  (equity 
plus  debt  minus  cash)  is 
$700  million,  or  77  times 
the  income  figure.  That 
would  make  this  investment 
a  wee  bit  pricey  and  specu 
lative.  The  multiple  foi) 
WorldCom  (MCI)  is  only  4 
for  Verizon,  8.  F 


TICKERED  OFF 


Transparency  is  the  mantra  of  the  day— from  corporate  accounting 

to  executive  compensation.  Yet  it  has  skipped  over  the  corporate 
bond  market.  Most  companies  choose  to  have  their  bonds  trade 
over-the-counter,  where  prices  between  buyer  and  seller  are  kept 
secret.  Brokers  are  free  to  set  varying  markups.  Who  gets  shafted? 
Retail  investors. 

That  has  long  irked  Thomas  Burnett,  who  analyzes  high-yield 
bonds  at  boutique  Wall  Street  Access.  He's  engaged  in  a  one-man 
crusade  to  get  Wall  Street  and  the  New  York  Stock 
Exchange  to  list  more  bonds  publicly.  He  estimates 
that  dealers  are  able  to  mark  up  bonds  an  extra  '/i6th 
of  a  point— 62.5  cents  per  $1,000  bond— above  what 
they  could  have  charged  if  prices  for  the 
$5  trillion  of  corporate  bonds  traded  last  year  were 
widely  known.  That  adds  up,  he  says,  to  $3  billion  a 
year  that  goes  into  the  pockets  of  dealers. 

Only  300  companies  now  list  their  fixed-income 
securities  on  the  Big  Board,  down  from  1,000  just 
20  years  ago.  That  amounts  to  $240  billion  in 
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NYSE-listed  debt,  just  a  slice  of  the  $1.1  trillion  long-term  debt  of  the 
56  companies  in  the  Dow  Jones  composite  index. 

Dealers  argue  institutions  get  better  prices  than  retail  investors 
because  they  buy  in  bulk.  But  of  course  that  contention  doesn't  hole 
true  for  stock  purchases. 

For  his  campaign,  Burnett  has  approached  Goldman  Sachs 
BB&T,  Raytheon  and  Wyeth  to  lobby  them  to  list  their  debt  on  the 
NYSE,  in  addition  to  their  stock.  He  isn't  making  much  headway 
Companies  say  investors  are  generally  big  institu- 
tions that  don't  need  pricing  data. 

Yet  SEG  Commissioner  Cynthia  Glassman  says 
that  data  from  the  NASD's  Trace  system,  which  dis 
closes  prices  on  corporate  bond  trades  45  minutes 
after  the  fact,  suggests  65%  of  them  are  undei 
$100,000— indicating  retail  activity. 

The  Bond  Market  Association,  a  dealer  trade 
group,  says  the  market  will  decide  how  bonds  trade 
No  surprise  there,  given  that  $3  billion  of  vigorish. 

— Daniel  Krugei 
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GENERAL  LIABILITY    COMMERCIAL  AUTO      PROPERTY      WORKERS  COMP 


No  one  hates  to  see  an  employee  hurt  more  than 
we  do.  (Accident  prevention  is,  after  all,  our 
obsession.)  But  even  at  the  safest  companies 
there  will  sometimes  be  disabling  injuries.  And 
when  they  happen,  we'll  be  there  with  innovative 
programs,  helping  employees  recover  and  get 
back  to  work  as  quickly  as  possible.  At  the  same 
time,  we'll  be  reducing  employer  costs.  Last  year, 
for  instance,  we  saved  our  clients  over  $100  million, 
thanks  to  Liberty's  extensive  PPO  network. 
Employers  and  disabled  employees  will  also  benefit 
from  programs  that  bring  occupational  therapists 
into  the  workplace. 

Unlike  traditional  therapy  that  only  simulates 
job  tasks,  our  therapists  assist  injured  employees 
with  their  actual  job  duties.  Ultimately,  this 
translates  to  lower  medical  costs.  But  most 
importantly  it  means  an  accelerated  and  more 
successful  return  to  work.  Something  we  can  all 
feel  a  little  better  about. 


For  further  information  on  our  return  to  work  progromsjust  visit  www.libertymutuol.com/business 
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THE  BLAME  GAME 

MOTION  SYSTEMS,  A  SMALL,  FAMILY-OWNED  NEW  JERSEY 
manufacturing  shop,  has  gotten  a  bit  of  attention  lately  for  an  un- 
usual gambit:  suing  President  Bush  in  the  U.S.  Court  of  Interna- 
tional Trade  for  failing  to  protect  jobs.  Favorably  profiled  recently  on 
CNN's  Lou  Dobbs  Tonight,  the  company  seems  to  be  the  victim  of  outsourc- 
ing— it  lost  a  contract  to  a  Chinese  firm.  But  as  in  most  matters  involving 
globalization,  things  are  a  bit  more  complicated  than  they  seem  at  first.  It  turns 
out  that  high  U.S.  wages  aren't  the  only  thing  Motion  has  going  against  it. 

Motion  Systems  makes  the  gizmos,  called  actuators,  that  raise  and  lower 
things  like  the  seats  on  scooters  used  by  the  elderly  and  disabled  to  get 
around.  For  15  years  the  company  sold  its  actuators  to  Electric  Mobility,  a 
nearby  scootermaker.  By  2002  Electric  Mobility  had  phased  out  Motion  Sys- 
tems and  was  buying  actuators  from  CCL  Industrial  Motor,  a  Hong  Kong- 
based  company.  CCL  undercut  Motion  Systems'  $160  price  by  about  $120. 
"It's  sold  for  less  than  we  can  buy  the  materials  for,"  William  Wolf,  Motion 
Systems  president,  told  CNN.  Motion  Systems  declined  to  speak  with  FORBES. 

But  Electric  Mobility  accused  Motion  Systems  of 
"arrogance,"  saying  it  acted  as  if  it  had  a  monop- 
oly on  such  actuators.  George  Flowers,  executive  vice 
president  of  manufacturing  for  Electric  Mobility,  testi- 
fied it  took  Motion  Systems  up  to  15  weeks  to  deliver 
actuators,  while  CCL  took  2  weeks  via  air  and  6 
via  ocean.  Motion  Systems  blamed  slow  suppliers 
0  »^  ^^^^    but  rebuffed  Electric  Mobility's  suggestion  it 

switch  suppliers,  Electric  Mobility  claimed. 
As  Electric  Mobility  increased  its  orders 
President  Bush,  a  scooter  and  a    for  acTuat0rs  over  time,  from  4,000  to  1 2,000 

supplier  meet  in  this  jobs  dispute.  ,,    , .  r 

annually,  Motion  Systems 

balked  at  giving  a  volume 
discount.  Motion  Systems 
finally  agreed  to  chop  a  few 
dollars  off  the  price  if  Elec- 
tric Mobility  would  enter 
into  a  seven-year  contract. 
"In  my  25  years  of  pur- 
chasing parts,  I've  never 
heard  of  anything  so  out- 
rageous," says  Flowers.  His 
testimony  came  in  a  sepa- 
rate suit  brought  by 
Motion  Systems  seeking  an 
injunction,  which  was  denied,  to  block  CCL  from  selling  its  actuators  here. 

The  White  House  seems  to  agree.  Rejecting  a  recommendation  from  the 
U.S.  International  Trade  Commission  last  year,  it  refused  to  slap  a  quota  on 
Chinese  actuators.  Surprisingly  for  an  administration  that  put  tariffs  on  steel, 
the  experts  were  able  to  figure  out  that  a  quota  just  might  push  up  prices  for 
scooters  and  hurt  the  elderly  and  disabled.  (Electric  Mobility  has  had  its  own 
problems  involving  its  sales  techniques.  In  2002  it  entered  into  an  agreement 
with  New  Jersey  officials  to  resolve  consumer  complaints.)  Electric  Mobility 
says  it  has  not  changed  the  price  of  its  scooters.  But  Flowers  notes  that  it's 
happy  with  a  supplier  who  "meets  production  schedules  and  protects  us 
against  forecast  fluctuations — all  at  a  very  good  price."  — Katarzyna  Moreno 
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Outsourcing  Blues 

Affiliated  Computer  Services  says  it 
makes  life  easier  for  clients.  Some  of 
them  don't  quite  agree  with  that. 

BY  ELIZABETH  MACD0NALD 


WHEN  GOODYEAR  TIRE  &  RUBBER  AN- 
nounced  in  February  that  it  was  trans- 
ferring 100  personnel  jobs  to  Affiliated 
Computer  Services,  ACS  raved  in  a  press  release 
that  the  deal  would  "result  in  a  host  of  measur- 
able benefits"  for  Goodyear  and  its  employees. 
Yeah,  a  month  and  a  half  later  the  company 
announced  it  would  start  laying  them  off. 

Everybody  knows  that  outsourcing,  whether 
to  India  or  the  other  side  of  town,  is  usually 
painful  for  employees  who  get  the  ax.  But  how 
about  when  outsourcing  becomes  painful  for 
employers,  too?  It  isn't  supposed  to  work  that 
way,  right? 

Alas,  that  seems  to  be  the  case  with  some 
clients  of  ACS.  As  the  company  has  grown  by 
relieving  its  clients  of  their  back-office  burdens — 
annual  sales  are  now  at  a  record  $3.8  billion  and 
the  stock  has  tripled  since  2000  to  $50 — so  have 
its  problems. 

Florida  officials  are  questioning  whether  ACS 
cheated  Miami-Dade  County  out  of  $1.4  mil- 
lion in  its  contract  to  manage  a  big  county 
workers  assistance  program.  The  U.S.  Depart- 
ment of  Labor  is  examining  ACS'  contracts  in 
Florida,  and  the  Securities  &  Exchange  Com- 
mission has  demanded  information.  Account- 
ing watchdogs  at  the  Center  for  Financial 
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Research  &  Analysis  are  raising  questions 
about  ACS'  internal  controls,  given  the 
Florida  imbroglio. 

Moreover,  Georgia  says  it  overpaid  up  to 
$400  million  in  welfare  claims  because  of 
glitches  in  a  computer  processing  system  ACS 
had  installed,  which  debuted  in  April  2003. 
And  Nebraska's  state  treasurer,  Ron  Ross,  fired 
the  company  in  February  after  he  said  it  had 
overcharged  the  state  $368,000  on  a  contract 
for  a  computer  system  that  helped  return 
unclaimed  property  to  rightful  owners. 


Affiliated  Computer  Services'  stock  price 

40 
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m 

Source:  FT  Interactive  Data  via 
FactSet  Research  Systems. 

00   '    01    1    02    '    03    1  '04 

Furthermore,  former  ACS  vice  president 
James  Donnell,  who  helped  oversee  its  New 
York  operations,  was  convicted  in  January  in  a 
Manhattan  federal  court  of  cheating  50  bank 
and  credit  union  clients  out  of  $3.7  million  by 
getting  employees  to  alter  billing  records  and 
issue  inflated  invoices  for  things  like  check- 
clearing  services.  The  money  went  to  his 
employer,  but  the  puffed-up  performance  fat- 
tened his  bonus,  prosecutors  say. 

ACS  President  Mark  King  is  adamant  that 
the  company  is  on  top  of  things.  He  says  ACS 
discovered  both  the  Florida  and  New  York 
problems  itself  (Florida  disagrees),  and 
promptly  fired  Donnell  and  three  workers  in 
Florida.  He  says  the  Florida  problem  may  be 
less  than  $1.4  million.  ACS  repaid  Nebraska 
and  has  tentatively  settled  its  dispute  with 
Georgia  by  paying  it  $10  million,  a  dispute  he 
says  involved  advance  payments,  not  over- 
payments. As  ACS  is  involved  in  "politically 
charged"  work,  like  welfare,  he  says,  "you  get 
a  lot  of  press"  when  things  go  wrong,  "not 
when  things  go  right.  We're  okay  with  that." 

Yet  Nebraska's  Ross  is  wary.  "If  I  were  a 
state  treasurer  in  another  state,  I'd  want  to 
make  sure  what  happened  to  us  isn't  happen- 
ing to  them,"  he  says.  "And  if  I  were  ACS,  I 
wouldn't  want  another  state  catching  us  goof- 
ing off."  F 
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HEALTH  MATTERS 

The  big  four  comers  among  the  world's 
economies  are  thought  to  be  Brazil, 
Russia,  India  and  China.  Economists  at 
Goldman  Sachs  have  estimated  that  the 
quartet's  economies  will  grow  from 
one-seventh  of  the  combined  output  of 
the  world's  six  biggest  industrialized 
nations  to  half  by  2025. 

But  the  Brics,  as  they  are  known, 
suffer  from  notable  levels  of  costly  and 
debilitating  infectious  diseases  that 
may  curb  growth.  India  has  the  world's 
highest  incidence  of  tuberculosis,  and 
last  month  the  World  Health  Organiza- 
tion reported  that  the  number  of  new 
TB  cases  in  Russia  is  surging. 

We  benchmarked  their  disease 
statistics  (and  birth  and  life-span 
data)  against  those  of  Mexico,  which 
enjoys  a  relatively  healthy  profile  in  the 
same  categories.     —Mary  Ellen  Egan 
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Mad  TV 


Rupert  Murdoch's  latest  fight  in  Italy 
carries  the  war  among  TV  giants  to  the  Internet,  by  scott  woolley 

I 


GRANDE  FRATELLO — THAT'S  ITALIAN  FOR  "BIG  BROTHER" 
is  a  wildly  popular  reality  TV  show  that  chronicles  the  an- 
tics of  a  group  of  Italians  stuck  inside  a  house.  As  it  hap- 
pens, Grande  Fratello  also  offers  a  look  into  a  world 
brimming  with  jealous  backbiting  and  bitter  power  struggles:  the 
television  industry. 

In  March  Rupert  Murdoch's  Sky  Italia  satellite  system 


blocked  competitors  from  carrying 
Grande  Fratello,  enraging  viewers  and 
sending  rivals'  lawyers  running  to  the 
courts.  The  fight  follows  similar  battles 
in  the  U.S.,  most  recently  EchoStar's 
refusal  to  carry  Viacom-owned  shows 
such  as  Survivor  on  its  satellite  TV  net- 
work. EchoStar,  which  argued  that  Via- 
com's price  hikes  were  extortionate, 
backed  down  after  Viacom  urged  view- 
ers to  defect  to  DirecTV  or  cable.  Com- 
cast's pending  offer  to  buy  Disney  was 
made  with  an  eye  to  avoiding  such 
fights  by  owning  more  of  the  program- 
ming its  cable  systems  carry. 

The  Italian  dispute  is  an  interesting 
twist  in  the  trend.  Since  Italy  is  largely 
devoid  of  cable  TV  systems,  and  Mur- 
doch's Sky  Italia  is  the  only  major  satellite 
ompany,  Italian  TV  fans  have  pioneered  the 
use  of  high-speed  Internet  connections  to  ac- 
cess shows.  A  company  called  E.Biscom  had  been  offering  access 
to  Grande  Fratello  over  DSL  lines — until  Murdoch  managed  to 
yank  its  rights.  E.Biscom  has  appealed  to  the  Italian  communi- 
cations czars  and  Europe's  antitrust  chief,  Mario  Monti,  arguing 
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that  Sky  Italia  should  not  he  allowed  to  tie  programs  like  Grande     again,  the  Internet  is  shaping  up  to  be  a  powerful  tool  for  cir- 


Fratello  exc  lusively  to  its  distribution  network. 

Similar  political  and  legal  battles  are  inevitable  in  the  U.S., 
with  its  web  of  antiquated  "program  access"  regulations.  A  Dis- 
ne\7(  omcast  combo,  for  instance,  could  herald  a  world  in  which 
Grande  FrateZ/o-style  exclusive  content  becomes  the  norm.  Then 


cumventing  cable  and  satellite  networks.  Congress,  under  pres- 
sure to  control  the  spiraling  cost  of  cable,  may  well  step  in  to 
ensure  Internet  TV  distribution  doesn't  get  boxed  out 

One  certainty:  The  fights  over  who  will  control  the  future  of 
TV  will  get  even  nastier.  F 


A  Bubble  in  Bulk  China's  appetite  for  raw  materials  is  driving  up 

shipping  costs— and  making  speculators  happy  indeed,  by  Christopher  helman 


IN  FEBRUARY  CARGILL  CHARTERED  A 
cargo  ship  called  Thrasyvoulos  for  five 
months  at  a  rate  of  $41,000  a  day.  A 
year  ago  the  commodities  giant 
would  have  paid  $13,000  a  day  for  a 
comparable  68,000-ton  bulk  vessel.  It 
now  costs  exporters  like  Cargill  $75  to 
ship  a  ton  of  soybeans  across  the  Pacific, 
$50  more  than  a  year  ago. 

Blame  China — or  praise  it  if  you're 
in  the  shipping  business  and  raking  it  in. 
China's  insatiable  appetite  for  raw  mate- 
rials, like  coal,  iron  ore,  grains  and  met- 
als, helped  balloon  imports  there  40%, 
to  $413  billion.  Iron  ore  imports  rose 
32%  to  148  million  tons  while  soybeans 
doubled  to  24  million  tons. 

So  companies  that  rent  ships  that 
carry  bulk  cargo  have  jacked  up  rates. 
They've  tripled  in  the  past  year  and 
quadrupled  since  2002.  In  February  the 
Baltic  Dry  Index  (which  measures  these 
things)  hit  an  alltime  high. 

"What  we  have  is  a  bubblfeSn  dry 
bulk,"  says  Sydney  P.  Levine,  a  maritime 


Daily  charter  rate  for 
a  70,000-ton  ship 
($thou) 


economist  who  runs  New  York-based 
Shipping  Intelligence. 

The  bubble  has  triggered  rampant 
speculation  in  the  so-called  relet  market, 
where  a  shipping  company  recharters  ships. 

On  May  1,  2003  Korea  Line  signed  a 
two-year  charter  for  the  Marvellous,  a 
169,000-ton  bulk  carrier,  at 
$19,250  a  day.  A  day  later 
Korea  Line  relet  the  Mar- 
vellous to  Oak  Steamship, 
which  agreed  to  pay 
$2 1 ,500  a  day  for  two  years. 
The  next  week  Oak  relet 
the  ship  for  $27,500.  By  the 
time  Oak  got  the  ship  back  at  the  end  of 
the  year,  it  had  already  lined  up  Sinochart 
to  relet  it  for  16  months  at  $55,800  a  day. 
By  reletting  the  Marvellous  at  the  right 
times  (and  the  right  price),  Oak  stands  to 
make  $18  million  over  two  years. 

Though  most  of  the  boom  is  in  bulk 
carriers,  rates  for  container  ships  that 
carry  finished  products  to  the  U.S.  are 
up,  too — as  much  as  30%.  Singapore- 


source.  Shipping  Intelligence. 
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based  container  giant  Neptune  Orient 
Lines  earned  $429  million  in  2003  after  a 
$330  million  loss  in  a  depressed  2002. 

Americans  aren't  feeling  higher 
prices  in  the  form  of  inflation  yet  (raw 
commodities  are  a  small  proportion  of 
final  food  and  product  costs),  but  ship- 
ping methods  are  chang- 
ing. Exporters  that  would 
otherwise  float  product 
down  the  Mississippi  to 
ships  in  the  gulf  are  now 
moving  grain  by  train  to 
the  Pacific  Northwest. 
That  can  shave  20  days,  or 
more  than  $1  million  per  shipment,  off 
the  trip  to  Asia. 

When  will  this  bubble  pop?  Shippers 
that  ordered  vessels  last  year  will  start 
receiving  them  in  late  2004  and  2005. 
The  avalanche  of  new  capacity  could 
easily  gut  rates.  Or  not.  Even  if  China's 
economy  slows  from  its  torrent  pace, 
imports  will  still  likely  double  in  the  next 
decade.  F 
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Times  change.  Is  your  investment  plan 
keeping  up?  Find  out  at  TD  Waterhouse. 
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Knowing  your  risk  is  the  first  step 
towards  protecting  your  financial  future. 
Which  is  why  getting  a  free,  personal 
portfolio  review  from  TD  Waterhouse 
makes  so  much  sense.  One  of  their 
Investment  Consultants  can  help  evaluate 
your  risk  level,  so  you  can  adjust  it  to 
meet  your  financial  goals. 

They  can  also  provide  you  with  a 
personal  portfolio  plan.  A  plan  which 
includes  specific  recommendations  based 
on  your  individual  financial  needs,  so  you 
can  balance  your  portfolio  and  feel 
comfortable  with  your  level  of  risk.  This 
service  is  normally  $200.  However,  the  fee 
is  waived  when  you  deposit  $25,000 
in  a  new  account,  or  if  you're  already  a 
Premier  Customer  at  TD  Waterhouse. 


If  you're  looking  for  someone  who 
can  manage  your  investments  for  you, 
TD  Waterhouse  can  even  refer  you  to  an 
independent  investment  advisor.  Someone 
who  can  help  you  plan  and  execute  your 
financial  strategy. 

Knowledge,  planning  and  control 
make  TD  Waterhouse  the  ideal  place 
to  position  your  portfolio  and  keep  it 
risk-adjusted  for  the  future.  Call  now  for 
your  free  portfolio  review.  And  protect 
your  future. 

TD  Waterhouse — the  alternative 
to  higher-priced  brokers  like  Merrill 
and  Schwab. 
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.  ^^^B^^  ^umorit;  5  pension  hoard  put  out  a  tough- 

fl              ^Bkjj^L^  I  ^^w.          -m  sounding  memo  in  January,  announcing  that  it 

■^^jft  M    ^«Tlr^l  was  firing  Putnam  Investments  as  the  manager  of 

4/  its  $36  million  international  equity  portfolio.  The 

JKr               I                         a  J  move  had  been  recommended  by  the  pension 

wt         fund's  adviser,  Mercer  Investment  Consulting,  in 


Name 


Belatedly,  regulators 
are  digging  for  dirt  in  the 
pension  management 
business.  They're  going 
to  need  a  big  shovel. 


BY  NEIL  WEINBERG 


the  wake  of  Putnam's  poor  returns  and  its  indictment  for  secu- 
rities fraud. 

The  board  didn't  mention  that  Mercer  had  originally  sifted 
through  hundreds  of  candidates  and  picked  Putnam  for  a  list  of 
ten  recommended  managers  in  2000.  Nor  did  it  note  that  Mer- 
cer and  Putnam  are  part  of  the  same  firm — Marsh  &  McLen- 
nan. Another  unmentioned  fact:  Mercer  receives  millions  of  dol- 
lars annually  from  many  of  the  money  managers  it  is  supposed 
to  objectively  evaluate  for  clients  like  Santa  Clara  VTA. 

Mercer  apparently  didn't  do  a  very  forceful  job  of  commu- 
nicating this  conflict  of  interest  to  the  board  members  in  Santa 
Clara.  "We're  not  aware  Mercer  is  being  paid  by  money  man- 
agers," says  Emmanuel  Bagnas,  investment  program  manager 
for  the  $240  million  (assets)  Santa  Clara  VTA  fund,  which  covers 
2,150  transport  workers  and  retirees. 

Wake  up,  Manny.  That's  the  way  this  game  is  played.  Experts 
like  Mercer  that  collect  fees  for  advising  pension  sponsors  also 
pocket  fees  from  the  money  managers  to  whom  they  refer  pen- 
sion business.  That's  legal,  if  the  arrangement  is  disclosed  (as 
Mercer  says  it  is  with  every  client).  Mercer,  whose  public  pen- 
sion clients  control  a  combined  $434  billion,  insists  the  dough  it 
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I  gets  from  portfolio  managers  doesn't  influence  its  advice  about 
j  which  managers  are  the  best.  Its  competitors  in  pension  con- 
1  suiting  make  similar  claims. 

Anybody  who  remembers  how  analysts  insisted  they  weren't 
influenced  by  their  firm's  underwriting  assignments,  or  how  au- 
ditors insisted  that  tax  consulting  assignments  never  clouded  their 
!  judgments,  may  be  a  bit  skeptical  of  such  claims.  One  skeptic  is  the 
Securities  &  Exchange  Commission,  which  put  out  a  report  six 
years  ago  describing  a  cozy  "pay-to-play"  system  in  the  pension 
consulting  industry.  Money  managers  vying  for  pension  fund  as- 
signments, said  the  report,  buy  services  from  a  consultant  "to  curry 
favor  ...  in  his  ranking  and  recommendations"  to  pension  plans. 

Little  follow-up  has  happened  since.  In  December  the  SEC 
belatedly  sent  several  big  pension  consultancies  a  five-page  ques- 
tionnaire, seeking  thousands  of  pages  of  information  on  how 
|  they  do  business.  New  York  Attorney  General  Eliot  Spitzer  also 
' '  recently  served  a  few  subpoenas  seeking  similar  information. 
One  thing  the  regulators  may  find:  It  would  take  superhu- 
man impartiality  to  ignore  all  the  money  coming  in  from 


money  managers.  Pension  consultants  rely  on  money  managers 
for  several  times  as  much  revenue  as  they  get  from  pension 
funds  themselves,  says  Edward  Siedle  of  Benchmark  Financial 
Services,  which  investigates  money  managers  for  pension  funds 
Mercer  gets  $250,000  a  year  from  one  of  its  top  clients,  the 
Chicago  Teachers'  Pension  Fund.  It  also  receives  up  to  $58,000 
each  from  many  of  the  Chicago  pension  program's  40-odd 
money  managers  who  pay  to  attend  Mercer  seminars.  (Presum- 
ably Mercer  also  got  money  from  other  pension  sponsors  using 
those  same  stock  pickers,  but  it  declines  to  say  how  much.) 

"It's  a  rare  day  when  a  pension  consultant  recommends  a 
money  manager  who  hasn't  paid  to  play,"  Siedle  says. 

lust  what  do  the  pension  sponsors  get  for  their  consulting 
fees?  Not  much,  it  seems.  Almost  80%  of  public  pension  funds 
use  pension  consultants,  compared  with  only  41%  for  corporate 
pension  funds  and  only  25%  for  foundation  endowments.  Yet 
the  public  pension  funds  averaged  annual  returns  of  only  8.1% 
in  the  decade  through  2002 — half  a  point  less  than  corporate 
retirement  plans  and  a  full  point  less  than  foundation  plans,  says 
Donald  Trone,  director  of  the  Center  for  Fiduciary  Studies  in 
Sewickley,  Pa.  Some  of  this  difference  may  be  attributable  to 
lower  equity  allocations  in  governmental  funds.  But  still,  aren't 
the  consultants  being  paid  to  get  the  allocations  right? 

The  largest  pension-consulting  firm  is  Callan  Associates,  a 
San  Francisco-based  firm  owned  by  its  employees.  Callan 's  gov- 
ernment clients  oversee  $800  billion  in  pension  assets.  Callan 
had  a  financial  relationship  with  14  of  the  16  money  managers  it 
recommended  to  the  Hawaii  Employees'  Retirement  System,  a 
state  auditor's  report  noted  recently.  Hawaii's  investment  per- 
formance, meanwhile,  ranked  in  the  bottom  15%  among  public 
pension  funds  in  the  past  five  years. 

Money  managers,  rather  than  hand  over  outright  bribes  to 
pension  consultants,  pay  them  for  an  array  of  services.  Callan 
charges  money  managers  up  to  $51,000  a  head  to  sit  in  on 
Callan  Institute  seminars.  Perhaps  not  surprisingly,  representa- 
tives of  the  pension  sponsors — the  guys  with  the  lucrative  con- 
tracts to  dish  out — get  into  these  seminars  free.  Money  man- 
agers pay  $40,000  per  asset  class  for  Callan  to  calculate  their 
investment  performance,  plus  a  roughly  equal  amount  for  the 
software  needed  to  do  the  measurements,  says  Trone,  who  for- 
merly worked  for  Callan. 

Callan  disputes  the  numbers  but  declines  to  elaborate,  citing 
client  confidentiality.  It  adds  that  the  money  managers  paying 
such  fees  "are  not  entitled  to,  nor  do  they  receive,  any  preferen- 
tial treatment  from  our  fund  sponsor  consultants." 

Many  brokerage  firms  also  act  as  pension  consultants,  getting 
compensation  by  having  the  money  managers  route  trades  their 
way.  Such  soft-dollar  payments  make  brokerages  big  players  in 
consulting.  A  Center  for  Fiduciary  Studies  report  shows  Merrill 
Lynch  and  Citigroup's  Salomon  Smith  Barney  are  among  the 
nation's  top  ten  public  pension  consultants  in  terms  of  number 
of  clients.  Neither  company  responded  to  requests  for  comment. 

The  conflict  of  interest  is  sometimes  rather  blatant.  The  former 
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Pension  Hinds 


PaineWebber  (now  part  of  UBS)  was  the  lone  consultant  to 
Nashville's  Metropolitan  Employee  Benefit  Board,  generating  fees 
by  handling  the  pension  fund's  securities  trading.  In  a  bid  to  jack 
up  its  income,  a  city  audit  charged,  PaineWebber  presented  the 
fund's  board  with  misleading  information  to  steer  it  away  from 
index  funds,  which  aren't  actively  traded  and  therefore  generate 
lower  fees  for  the  brokerage  firm.  But  the  pension  fund  would  have 
earned  $60  million  more  from  1996  to  1999  had  it  invested  in 
index  funds,  the  city  audit  found.  UBS  PaineWebber  agreed  in  2002 
to  pay  the  city  of  Nashville  $10  million  to  settle  the  dispute. 

A  good  question  to  ask  is  why  the  pension  fund  sponsors  are 
so  oblivious  to  the  conflicts.  The  Texas  Permanent  School  Fund 


board  cast  aside  pay-for-play  concerns  and  hired  Callan  Associ- 
ates over  three  candidates  who  accepted  no  pay  from  money 
managers,  an  auditor's  report  noted  last  year.  The  fund  also  let 
another  consultant  set  up  its  portfolio,  evaluate  his  own  advice 
and  recommend  a  small  brokerage  to  which  he  had  loaned 
$60,000.  The  board  "may  not  have  placed  sufficient  importance 
on  the  need  for  independence,"  the  audit  said. 

Brian  Graff,  executive  director  of  ASAP,  a  pension  actuarial 
lobbying  group,  says  more  such  lapses  will  emerge.  "I'm  not  sug- 
gesting the  SEC's  focus  on  pension  consultants  is  inappropriate," 
Graff  says,  "but  the  problem  with  how  pensions  are  managed  is 
a  lot  bigger  than  that."  F 


Ponying 

Camelot 


Edward  Kennedy  Jr.  is  raising 
money  from  unions  and  public 
pension  funds— and  socking 
investors  with  princely  fees. 


BY  MICHAEL  MAIELLQ 


EDWARD  M.  KENNEDY  JR.  IS  QUITE  THE  RAINMAKER.  IN 
less  than  two  years  the  scion  of  the  stalwart  U.S.  sen- 
ator from  Massachusetts  has  raised  $100  million  for 
the  $325  million  Intercontinental  Real  Estate  Fund  III, 
tapping  the  pension  boards  of  the  labor  unions  that 
have  supported  dad  for  years.  Kennedy's  Marwood  Group  will 
collect  $1.2  million  in  fees  over  three  years  for  his  efforts. 

"Some  people  may  insinuate  that  I  am  looking  to  trade  on 
my  family  name.  This  is  definitely  not  the  case,"  the  junior 
Kennedy  says  in  a  statement.  Intercontinental's  chief,  Peter 
Palandjian,  says  Kennedy's  pay  is  money  well  spent.  Intercon- 
tinental charges  an  annual  1.25%  management  fee — plus  an 
extra  0.9%,  over  three  years,  for  marketing  expenses  that 
include  the  Kennedy  cut.  A  total  of  60  institutional  investors 
have  put  money  into  the  fund,  but  the  biggest  player  has 
balked  at  paying  the  extra  marketing  charge — and  has  gotten 
away  with  it.  Which  raises  the  question:  Might  other  pension 

56     FORBES"  April  19,  2004 


funds  demand  a  Kennedy  reprieve? 

The  $10  billion  Chicago  Teachers'  Pension  Fund,  wooed 
by  the  younger  Kennedy,  spent  months  mulling  whether  to 
invest  $35  million  with  Intercontinental.  Jacob  Silver,  a  13- 
year  veteran  of  the  Chicago  pension  board,  learned  about 
Intercontinental  over  dinner  with  Kennedy  at  an  Orlando  con- 
ference last  summer.  Other  Chicago  trustees  met  with 
Kennedy,  and  in  November  Intercontinental  made  a  formal 
proposal  to  the  Chicago  fund's  board.  The  board's  lawyer, 
Joseph  Burns,  noticed  the  marketing  fee  in 
the  offering  documents  and  alerted 
the  board  via  e-mail.  "It  took  a  lot 
of  nerve  even  to  ask  us  for  the 
money,"  says  Silver.  "Interconti- 
nental hired  him  [Kennedy] — 
we  didn't."  He  adds  that  the  pen- 
sion fund  had  never  before  been 
asked  to  pay  extra  for  a  fund's 
marketing  costs. 

Chicago's      board  told 
Palandjian  to  drop  the  fee  or 
forget  about  the  $35  million. 
Palandjian  agreed  to  swallow 
the  Chicago  fund's  portion. 

Undeterred,  Palandjian 
has  re-upped  with  Kennedy 
to  help  raise  a  fourth  fund. 
The  target:  $250  million, 
for  which  Kennedy's  firm 
could  earn  as  much  as 
$4  million.  Kennedy  views 
the  job  as  a  public  service: 
"I  am  committed  to  build- 
ing my  company  and  pro- 
viding the  highest-quality 
service  to  my  friends  in 
organized  labor."  He  had 
better  hope  prospective 
investors  don't  follow 
Chicago's  lead.  F 


Heal  itself.  Think  for  itself' 

See  twenty  moves  ahead. 

,A  r   ,.  Cut  more  fat  than  the  neighborhood  butcher. 

Share  its  feelings. 

Give  you  options. 

Earn  a  Tony  Award®  for  best  choreography. 

Make  you  look  like  some  kind  of  genius. 

Adapt.  Improvise.  Overcome 

Take  a  few  giant  leaps  toward  this  paperless  society  thing. 

Respect  authority.  Thumb  its  nose  at  Mother  Nature. 

Can  your 
network  do  this? 

Make  the  world's  biggest  libraries  look  like  a  Post-it®  note. 

Learn  from  its  mistakes. 

Let  your  IT  department  get  some  sleep. 

Bring  peace  to  multinationals. 

Laugh  in  the  face  of  imminent  disaster. 

Make  CRM  play  nice  with  ERP. 

Handle  traffic  better  than  a  London  cabbie 

Rub  elbows  with  your  customers. 

Ask  for  your  opinion  from  time  to  time. 

Chase  hackers  all  the  way  back 

to  the  two-bit  video  arcades  they  came  from.  blve  you  °Ptlons- 

Scale  applications  to  meet  business  demands. 

Carry  the  Internet  like  it  was  an  umbrella.  Listen  and  respond. 


I  Ur  Q  in 

HUMAN  CAPITA)  J 

The  companies  below  j 
high  marks  on  employ  ^ 
talent  and  diversity. 

IBM 

Southwest  Airlin 
Intel 

AT&T  13 


P 

b 
u 
fi 
u 

1( 

e 
ii 
t( 

St 

I 


POWER  1 

Not  all  that  glitters  in  a  corporation  shows  up  on  its  ba 
the  cash  and  factories  and  receivables — are  intangibl< 
PepsiCo,  for  example,  shows  a  tangible  book  value  of 
include  in  PepsiCo's  book  value  the  intangible  assets, 
you  are  still  $75  billion  short  of  the  company's  wortriinal>'sis  is  a  broad  term 
acquired),  innovation,  corporate  integrity  and  corporate  citizen  stature  of  corporate  brands, 
In  the  first  of  a  four-part  series  looking  beyond  the  balance  she?e  flagshiP  Pepsi-Cola  trade- 
firm  Predictiv  used  an  econometric  model  to  analyze  the  relati(es)  comPany  ha*  lots  of  other 
and  R&D  spending  on  one  hand  and  market  value  on  the  otherj'  Quaker  and  Tropicana. 
reputation,  innovation,  management  and  human  capital — malf  31°/o;  ^°^e  s *s  down  27%- 
brand  value.  Predictiv  used  a  variety  of  data  sources,  such  as  en 
the  financial  metrics  and  key  intangible  assets  of  big  U.S.  comp 
and  government-sponsored  enterprises)  are  surveyed  in  the  tat 
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.    >  the  important  intangible  here, 
ized  for  its  employee  training  and 
ams,  Aflac  sells  supplemental 
ance  in  the  U.S.  and  Japan,  the 
e  markets.  Between  these  two 
121,400  salespeople  licensed  to  sell 
lpany's  employees  are  privy  to 
arships  for  continuing  education, 
and — of  course — health  insurance. 


PROCTER  &  GAMBLE 

REPUTATION  is  a  key  element  of  the  intangible  worth 
Procter  &  Gamble.  How  does  this  $47  billion  (sales)  firrj 
its  $  1 34  billion  market  value?  In  large  part  because  it  hal 
so  heavily  over  the  past  167  years  to  make  its  consumer  [ 
like  Tide,  Charmin  and  Pringles,  recognizable.  Thirteen 
300  products  have  $1  billion  or  more  in  revenue.  A  mull 
restructuring  program  begun  in  1999  under  Chief  Exec] 
A.G.  Lafley  has  also  restored  P&G's  shine  on  Wall  Street.  \ 


IBM 

HUMAN  CAPITAL  (319,000  employees) 
perhaps  as  important  an  intangible  herq 
R&D  (a  third  of  the  employees  are  scient) 
and  engineers).  Last  year  the  company  iij 
employees  to  provide  feedback  on  opera 
via  the  global  intranet — the  company's  | 
global  discussion  since  its  founding  in  1 
help  motivate  its  employees,  IBM  provid) 
them  with  certification  program  opport) 
ties,  educational  reimbursement  plans  ai 
flexible  work  schedules.  Five  Nobel  laurfl 
four  winners  of  the  National  Medal  of 
Science  and  19  members  of  the  National 
emy  of  Sciences  have  been  IBM  employe 
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2  ;et  value  less  tangible  book"  is  the  value  Wall  Street  gives  a  compan 
y  identifying  specific  drivers  of  brand  value,  such  as  management's 

|  Marketvalue 
Corporate  minus 

brand  value  tangible  book  Sales 
mpany                 ($bil)         ($bil)       ($bil)      Behind  the  b 


footer  &  Gamble  $107.4 


$136.6        $47.0       P&G's  diapers  (Pai 


;rosoft 


103.1 


199.8 


34.3       World's  largest  sofl 


;rck 


91.3 


83.6 


22.5 


Cholesterol-lowerir 


el 


80.2 


137.7 


30.1 


Intel  boasted  a  17' 


Lilly 


76.4 


67.4 


12.6       Sales  of  Lilly's  bigg 


71.0 


1349 


89.1 


In  2003  there  wer< 


>co  Systems 


69.6 


131.8 


19.8 


Cisco  had  an  81% 


jdtronic 


61.4 


54.0 


8.6       Unsurpassed repu 


INTEL 

HUMAN  CAPITAL  is  high  at  Intel,  which 
includes  7,000  researchers  and  scientists 
on  a  payroll  of  80,000.  They  like  being 
able  to  change  jobs  without  leaving  the 
company.  Another  hallmark:  egalitarian- 
ism.  Everyone  works  in  cubicles,  includ- 
ing boss  Craig  Barrett. 
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to  Cisco  Systems'  dominance  of  the  networking  gear  market,  by  way 
pply-chain  management.  As  a  result,  Cisco  has  an  operating  margin 
'irge  computer  hardware  makers.  The  company's  34,000-plus  staff 
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For  a  network  that  can,  c; 


's  networking  company™ 


Can  your  network 
open  up  to  you? 


IMPROVE  RESPONSIVENESS.  Can  your  network  share  its  feelings?  AT&T  equips  its  networks  with  technology 

that  makes  it  easy  for  you  to  monitor,  control  and  adapt  the  performance  of  your  network  from  a  single,  secure 
portal.  AT&T's  BusinessDirectSM  Portal  offers  direct  and  immediate  visibility-it's  like  having  an  Internet- 
accessible  network  control  center  right  at  your  fingertips.  Which  means  your  on-line  ordering,  billing, 
maintenance  and  network  management  transactions  are  faster,  easier  and  more  accurate.  So  you  spend 
less  time  servicing  your  network,  and  more  time  serving  your  customers.  CAN  YOUR  NETWORK  DO  THIS? 


AT&T 

The  world's  networking  company5 
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Playing  Hard  to  Get 

Want  a  Continental  GT?  Get  in  line.  The  very  difficulty  of  getting  the  car 
makes  it  something  to  lust  after  I  by  joann  muller 


■■^1  \V  TV  VIEWERS  RELATE  TOTHF  1  XCESSES  AN] )  STRESS!  S 
experienced  by  Ozzy  and  Sharon  Osbourne  on  The 
■Si  Osbournes,  MTV's  so-called  reality  show.  But  a  recent 
episode  probably  hit  home  in  a  number  of  well-to-do 
households:  The  Osbournes  were  frustrated  when  they 
ouldn't  secure  a  $150,000  Bentley  Continental  GT.  A  dealer 
/asn't  even  swayed — or  fooled — when  they  said  they  wanted 
he  sporty  new  coupe  for  "Lord  and  Lady  Osbourne." 

As  the  addled  rocker 
nd  his  hyper  wife  learned, 
nly  2,000  Continental  GTs 
re  rolling  onto  U.S.  shores 
lis  year,  and  each  has  long 
een  spoken  for.  The 
emand  makes  the  two- 
oor  Continental  GT  one 
f  the  hottest  cars  to  roar 
own  the  superluxury 
ike.  And  with  a  top  speed 
f  198mph,  it's  one  of  the 
istest. 

Its  reception  is  thrilling 
)  Volkswagen,  which  bought  the  faded  British  brand  from 
olls-Royce  for  $720  million  in  1998.  But  it's  also  troublesome. 
Vkh  an  order  backlog  stretching  into  late  2005,  the  company 
lust  keep  impatient  buyers  from  straying  to,  say,  Ferrari  or 
Lston  Martin. 

Their  continued  interest  is  critical  for  the  success  of  the  Con- 
nental  GT — and  to  the  turnaround  of  the  almost-forgotten 
entley  brand.  The  company  is  marketing  the  scarce  item  at 
>w-key  events  for  30  to  50  luxury-car  owners.  There  have  been 
jlmost  100  Continental  GT  gatherings  since  early  2002,  at  which 
bungish  movers  and  shakers  sip  champagne  and  ogle  a  fiber- 
ilass  prototype  of  the  sports  car.  Initially  these  parties  were 
ush-hush  affairs  and  heavy  security  was  hired  to  scare  off  auto- 
lotive  spies.  Today  Bentley  is  showing  off  the  car  more  publicly 
boat  shows  and  charity  events.  Soon  it  will  offer  cars  for  test 
rives  at  select  dealerships.  Test  drives  will  only  provoke  more 
ontinental  GT  lust,  Bentley  execs  predict.  "Once  people  drive 
le  car,  we  hope  they'll  say,  'Yes,  I'm  prepared  to  wait  12  to  18 


High  gear:  Bentley  sold  its  2004  Continental  GTs  without  offering  a  test  drive. 


months  to  get  one,'"  says  David  Goggins,  Bentley's  North 
American  marketing  chief. 

The  Continental  GT  is  the  first  Bentley  launched  by 
VW,  which  has  invested  $750  million  to  improve  Bentley's 
designs  and  restore  its  reputation.  Originally  created  by  engineer 
W.O.  Bentley,  the  brand  was  known  in  the  1920s  for  the  gentle- 
men playboys — Bentley  Boys — who  raced  the  fast  cars  at 
Le  Mans.  But  Bentley  started  to  fade  after  Rolls-Royce  bought  it 

in  1931.  More  recendy  the 
brand  has  been  known  for 
boring  limolike  cars,  one 
reason  only  1,017  Bendeys, 
with  price  tags  that  hit 
$300,000,  were  sold  world- 
wide last  year. 

VW,  traditionally  a 
carmaker  for  the  masses, 
believes  offering  more  af- 
fordable and  stylish  Bent- 
leys  could  boost  worldwide 
sales  to  9,000  by  2005.  It 
reintroduced  Bentley  to 
competitive  racing  in  2001.  It  finished  third  at  Le  Mans  that  year 
and  in  2003  claimed  the  top  two  spots  in  the  24-hour  endurance 
race.  "Bentley  is  breathing  on  its  own  again,"  says  Alasdair  Stew- 
art, head  of  Bentley  North  America. 

But  it's  too  soon  for  Bentley  execs  to  exhale.  As  with 
Burberry,  the  last  British  luxury  brand  to  engineer  an  unlikely 
comeback,  some  of  the  brand's  newest  fans  aren't  the  same  sort 
of  gentlemen  who  flocked  to  Bentley  in  its  heyday.  One  enthusi- 
ast is  R  Diddy,  the  hard-partying  rap  entrepreneur,  who  owns  at 
least  two  Bendeys. 

But  Bentley's  chief  shrugs  off  the  suggestion  that  the  brand's 
growing  popularity  among  flashy  celebs,  the  Osbournes 
included,  could  turn  off  buyers  with  old  money — or  turn  Bent- 
ley into  a  fad.  "We  are  not  arrogant  enough  to  say,  'No.  Sorry, 
you're  not  the  kind  of  buyer  we  want,'"  says  Stewart. 

The  Osbournes'  quest  could  even  offer  hope  to  some  of 
Bentley's  frustrated  would-be  owners:  Ozzy  and  Sharon  now 
expect  to  get  their  Continental  GT  this  summer.  F 
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Copycats  No  More 

India  makes  great  knockoff  drugs.  Now  one  company  is  originating  its  own- 
squaring  off  against  U.S.  giants !  naazneen  karmau 


AFTER  21  YEARS  DEVELOPING 
drugs  for  Bristol-Myers 
Squibb  in  Princeton,  N.J., 
Rashmi  Barbhaiya,  who 
was  born  in  India,  decided 
to  come  home.  He's  now 
head  of  research  at  Ran- 
baxy  Laboratories  in  New  Delhi,  India's 
largest  drugmaker. 

Critical  timing.  Most  of  Ranbaxy's 
$990  million  in  2003  revenue  (and 
$162  million  in  net  profit)  comes  from 
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producing  generic  medicines  and  cheaper 
clones  of  patented  drugs.  Three-quarters 
of  its  sales  are  overseas;  it  is  among  the 
world's  top  ten  sellers  of  generics  like 
cefuroxime  axetil,  an  antibiotic  invented 
by  GlaxoSmithKline,  and  isotretinoin, 
Pfizer's  antiacne  drug.  Out  of  virtually 
nowhere,  Ranbaxy  has  become  the  fifth- 
fastest-growing  pharma  in  the  U.S.,  its 
largest  market  at  $411  million  last  year, 
reports  consultancy  IMS  Health. 

Knockoffs  are  a  good  place  to  start, 


but  Ranbaxy  has  a  higher  ambition:  t 
become  an  innovator  in  its  own  right; 
"We're  transforming  our  research  skills 
from  reverse  engineering  to  engineering," 
says  Barbhaiya. 

Not  overnight,  but  change  is  stirring, 
Protected  by  the  country's  patent  lawj 
which  recognizes  processes  but  not 
products,  most  Indian  pharmaceutical 
companies  have  been  content  to  remain 
copycats — and  small  ones,  at  that.  Thai 
cozv  world  is  about  to  be  shattered:  Next) 


•fie 


nanuaxy 


[East  meets  West:  Chief  Executive-designate 
Brian  Tempest  and  head  of  R&D  Rashmi 
[Barbhaiya  want  to  turn  Ranbaxy  into  a 
I  world-class  maker  of  proprietary  drugs.  They 
are  aiming  high— $5  billion  in  sales  by  2012. 

year  new  laws  will  prohibit  the  cloning  of 
medicines  patented  after  1995.  That  will 
estrict  Indian  companies  from  flooding 
the  domestic  market  with  generic  fabri- 
ations  and  force  them  to  invest  in  pro- 
ducing their  own  homegrown  drugs. 

Ranbaxy  is  better  prepared  than  most 
•ivals.  It  was  an  early  investor  in  R&D,  and 
ts  experience  of  selling  to  Western  mar- 
kets gives  it  an  additional  leg  up.  The 
company  has  81  generic  products 
pproved  by  the  U.S.  Food  &  Drug 
Administration  and  40  pending  approval, 
ncluding  22  challenges  of  patented  drugs 
among  them:  one  for  Pfizer's  choles- 
erol-battering  blockbuster,  Lipitor). 
Recendy  a  U.S.  federal  court  upheld  Ran- 
axy's  patent  challenge  against  Glaxo- 
mithKline's  Augmentin,  a  product  that 
ugments  the  unpatented  antibiotic 
imoxicillin  with  a  chemical  that  attacks  a 
acterial  defense  against  antibiotics. 
According  to  a  Credit  Lyonnais  Securities 
estimate,  Ranbaxy's  U.S.  sales  of  the 
eneric  version  of  this  combo  pill 
pproached  $66  million  last  year. 

Such  windfalls  are  funding  Ranbaxy's 
iig  gamble:  basic  drug  research.  "If 
you're  poor  and  try  to  be  conservative, 
hen  you  can  only  conserve  your 
>overty,"  says  Barbhaiya.  Last  year  the 


less  and  get  more,"  he  insists.  A  molecule 
called  SPM969  to  treat  benign  prostate 
enlargement,  licensed  to  German  firm 
Schwarz  Pharma,  is  in  phase-one  clinical 
trials  with  the  FDA;  a  bronchial  asthma 
drug  molecule  is  undergoing  clinical  tri- 
als in  India.  Ranbaxy  is  also  codevelop- 
ing  an  antimalarial  drug  with  the 
Geneva-based  nonprofit  Medicines  for 
Malaria  Venture. 

On  the  branded  generics  side,  the 
company  is  heading  full  bore  into  novel 
drug  delivery  systems  like  the  once-a-day 
version  of  Bayer  antibacterial  cipro- 
floxacin. This  was  licensed  back  to  Bayer 
and  earns  Ranbaxy  $1  million  a  month  in 
royalties.  Riomet,  a  liquid  form  of  dia- 
betes drug  metformin,  was  recently 
launched  in  the  U.S.;  the  company  has  15 
or  so  other  enhanced  generics  in  the 
pipeline.  Ranbaxy  is  one  of  three  Indian 
companies  selected  by  the  Bill  Clinton 
Foundation  to  supply  a  triple-molecule 
AIDS  drug  for  distribution  in  Africa  and 
the  Caribbean.  The  Indian  version  will 
bring  down  the  annual  cost  of  treatment 
from  $350  to  $225  per  patient. 

Meantime,  Ranbaxy  is  hooking  up 
with  strong  partners — even  sometime 
enemies  in  court.  Despite  past  legal  skir- 
mishes, GlaxoSmithKline  has  signed  an 
agreement  to  commercialize  promising 
compounds  that  it  and  Ranbaxy  develop; 
while  the  British  pharma  will  have  world- 
wide marketing  rights,  the  Indian  com- 
pany gets  royalties  and  milestone  pay- 


lerging  as  a  global 
layer  in  the  pharma  business. 


The  number  of  countries  in 
ibaxy  products  are  sold. 

The  total  sales  of 
jharmaceuticals  in  India  last  year. 

of  Ranbaxy's  total  sales  were 
made  to  the  U.S.  and  Europe. 

The  number  of  abbreviated  new 
drug  applications  Ranbaxy  filed  in  2003. 


Ranbaxy's  labs  will  continue  pumping 
out  generics,  which  net  the  company  an 
aftertax  margin  of  16%. 

Tempest  is  targeting  $5  billion  in  rev- 
enues by  2012,  40%  of  that  from  propri- 
etary drugs.  This  is  a  very  tall  order, 
demanding  as  it  does  that  Ranbaxy  pro- 
duce at  least  one  blockbuster  between 
now  and  then.  Competing  with  the  giants 
will  be  tough  all  around,  as  Ranbaxy 
emerges  from  its  twin  cocoon  of  govern- 
ment protection  and  virtual  anonymity 
on  the  world  stage. 

One  further  wrinkle  in  its  ambi- 
tions: a  hint  of  intrigue  within  the 
founding  Singh  family.  The  sudden 


The  goal:  to  become  a  world-class  innovator.  "We're  transforming 
our  research  skills  from  reverse  engineering  to  engineering." 


:ompany  spent  $60  million,  6%  of  its 
evenues,  on  research,  primarily  in  treat- 
ng  urologic,  infectious,  respiratory  and 
metabolic  disorders.  By  2007  spending 
hould  increase  to  10%  of  revenues.  By 
:omparison,  U.S.  pharmas  typically 
nvest  15%  of  their  much  bigger  revenues 
n  R&D. 

Still,  Brian  Tempest,  who  is  about  to 
ecome  chief  executive,  believes  Ran- 
axy's  700  researchers  can  help  over- 
ome  financial  constraints.  "We  spend 


ments,  in  addition  to  the  right  to  co-sell 
in  certain  markets.  A  committee  with  rep- 
resentatives from  both  companies  is  now 
identifying  the  first  R&D  project. 

Such  alliances  will  use  only  20%  of 
the  R&D  budget,  says  Tempest;  the  rest 
will  go  to  filling  Ranbaxy's  own  pipeline. 
There  are  eight  new  chemical  entities  in 
various  stages  of  development  that  have 
generated  four  investigational  new  drug 
applications  with  the  FDA.  Since  the  pay- 
off from  these  projects  is  far  in  the  future, 


retirement  of  Chief  Executive  Davinder 
Brar  has  set  off  speculation  in  some  cor- 
ners that  Tempest,  a  nine-year  company 
veteran,  is  just  warming  the  seat  for 
Malvinder  Singh,  the  founder's  grand- 
son. Along  with  his  brother  Shivinder, 
he  controls  32%  of  Ranbaxy  (market 
cap:  $3.7  billion),  which  trades  on  the 
Bombay  Stock  Exchange.  Tempest 
insists  he's  there  for  as  long  as  it  takes 
to  turn  the  company  into  a  research- 
based  multinational.  F 
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N  LATE  JANUARY  EXEC- 
utives  from  Houghton  Mif- 
flin, the  publisher;  Universal 
Orlando,  the  theme-park  op- 
erator; and  Premcor,  the  oil 
refiner,  were  called  to  a  meet- 
ing in  Florida.  Also  attend- 
ing were  executives  from  the 
water  treatment  and  insur- 
ance industries.  Presiding 
over  this  odd  agglomeration 
was  Stephen  Schwarzman, 
cofounder  of  Manhattan- 
based  Blackstone  Group.  You 
could  call  it  a  financial 
firm — Schwarzman  and  the 
people  around  him  are  deal- 
makers.  But  maybe  it  would 
be  better  to  think  of  Black- 
stone  as  an  industrial  con- 
glomerate. Through  private 
equity  pools  it  manages, 
Blackstone  controls  the  pub- 
lisher, the  amusement  park, 

the  refiner  and  30  other  companies  generating  combined  annual 
revenue  of  $50  billion. 

Schwarzman  also  invited  some  of  his  new  advisers — not  the  fi- 
nancial wizards  who  brought  all  these  companies  to  Blackstone, 
but  nuts-and-bolts  managers.  One,  a  former  IBM  executive,  had  a 
modest  proposition:  Adopt  standard  corporate  controls  and  Black- 
stone could  take  2%  in  costs  out  of  the  group's  combined  opera- 
tions. Schwarzman  liked  the  sound  of  that  2%.  "That's  $10  bil- 
lion in  value,"  he  declared,  taking  into  account  the  firm's  operating 
and  financial  leverage.  "This  is  like  the  tooth  fairy." 

Buying  cheap  and  leveraging  high  has  come  a  long  way  since 
the  age  of  the  barbarians,  when  Kohlberg  Kravis  Roberts  &  Co. 
took  over  RJR  Nabisco  in  1989  with  a  little  money  and  a  lot  of 
debt.  "Anyone's  grandmother  can  do  a  leveraged  buyout  now," 
says  David  (Bondo)  Bonderman,  a  founding  partner  of  the  Texas 
Pacific  Group,  another  of  private  equity's  elite.  The  trick  is  in  op- 
erations. And  for  that  these  firms  are  now  calling  in  industrial- 
strength  help.  lack  Welch  works  for  Clayton,  Dubilier  &  Rice. 
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Stephen  Schwarzman,  cofounder,  Blackstone  Group. 


The  New  Titans 

The  leveraged  buyout  kings  have 
taken  on  a  corporate  flavor— 
and  some  new  allies. 


BY  DEBORAH  0RR 


(acques  Nasser,  the  formei 
chief  executive  of  Ford,  ha* 
teamed  up  with  One  Fquit) 
Partners.  Louis  V.  Gerstnei 
Jr.,  the  man  who  turned  IBM 
around,  is  at  Carlyle  Group 
At  Carlyle  dealmakers  are 
outnumbered  by  executives 
who  have  experience  run- 
ning, say,  a  utility  or  an  air- 
line and,  yes,  bean  counters 
who  look  for  ways  to  save  or 
paper  clips.  At  Texas  Pacific,  a 
third  of  its  professionals  are 
corporate  executives. 

This  may  sound  like 
conglomeration;  it  is,  in  fact 
a  modern  form  of  it.  At  £ 
time  when  the  public  mar- 
kets disparage  mixtures  ol 
businesses  and  demand 
quarterly  (at  least)  bench 
marks  of  performance,  the 
buyout  industry  has  become 
the  anti-Wall  Street.  "The  chief  executive  of  a  public  company 
can't  go  to  his  shareholders  and  say,  'I'm  going  to  lose  markel 
share  for  the  next  six  quarters  while  I  position  this  business  foi 
the  future,"  says  William  Price,  a  founding  partner  at  Texas  Pacific. 
But  that  is  exactly  what  Texas  Pacific  did  with  one  of  its  invest 
ments,  Continental  Airlines. 

"Investor  relations,  risk  management,  succession  planning, 
compensation  systems — these  are  all  things  we  expect  of  the  com- 
panies we  invest  in,"  says  Damon  Buffini,  general  partner  at  Lon- 
don-based Permira,  which  raised  a  $6.3  billion  buyout  fund  last 
year.  "And  it's  something  our  investors  expect  of  us.  It's  just 
progress.  Something  we  have  to  do." 

Meantime,  the  Wall  Street  renegades,  oil-money  advisers  and 
politicians  who  left  their  day  jobs  10  or  20  years  ago  to  start  buy 
out  shops  would  hardly  recognize  these  firms. 

"Most  leveraged  buyout  firms  started  with  three  bankers  and  a 
Rolodex,"  says  Bonderman.  After  years  with  the  legendary  Robert 
Bass  in  the  1 980s,  Bondo  left  with  two  partners  in  1992  to  buy  Con 
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INTRODUCING  ClALIS,THE  FIRST 
TABLET  FOR  ERECTILE  DYSFUNCTION 
HAT  GIVES  YOU  UP  TO  3^  HOURS  TO 
CHOOSE  THE  MOMENT  THAT'S  RIGHT 
FOR  YOU  AND  YOUR  PARTNER. 

Discover  Cialis  (pronounced  see-AL-iss),  a  new 
,  Description  tablet  for  erectile  dysfunction  (ED) 
that  goes  to  work  fast  and  can  work  up  to  36 
hours*  And  Cialis  is  made  to  work  only  with 
sexual  stimulation,  so  a  silly  moment  can  turn 
into  the  right  moment.  Which  moment  will  be 
the  right  moment  for  you? 

See  important  safety  information  below  and 
Patient  Information  on  following  page. 


Cialis 

(tadalafil)  tablets 

36-hour  Cialis. 

WHICH  MOMENT  WILL  BE 
RIGHT  FOR  YOU? 


Don't  miss  another  moment,  talk  to 
your  doctor  and  see  if  a  free  sample  of  Cialis 
is  right  for  you.  For  more  information  visit 
www.cialis.com  or  call  1-877-4-CIALIS. 


f  ialis  is  not  for  everyone.  If  you  take  nitrates,  often 
ed  for  chest  pain  (also  known  as  angina),  or 
pha-blockers  (other  than  Flomax  0.4  mg  once 
ily),  prescribed  for  prostate  problems  or  high 
ood  pressure,  do  not  take  Cialis.  Such  combi- 
itions  could  cause  a  sudden,  unsafe  drop  in  blood 
essure.  Don't  drink  alcohol  in  excess  (to  a  level  of 
toxication)  with  Cialis.  This  combination  may 
crease  your  chances  of  getting  dizzy  or  lowering 
>ur  blood  pressure.  Cialis  does  not  protect  a  man 
his  partner  from  sexually  transmitted  diseases, 
eluding  HIV. 
he  most  common  side  effects  with  Cialis  were 
?adache  and  upset  stomach.  Backache  and  muscle 


ache  were  also  reported,  sometimes  with  delayed 
onset.  Most  men  weren't  bothered  by  the  side 
effects  enough  to  stop  taking  Cialis.  Although  a  rare 
occurrence,  men  who  experience  an  erection  for 
more  than  4  hours  (priapism)  should  seek  immedi- 
ate medical  attention.  Discuss  your  medical  condi- 
tions and  medications  with  your  doctor  to  ensure 
Cialis  is  right  for  you  and  that  you  are  healthy 
enough  for  sexual  activity. 

*In  clinical  trials,  Cialis  was  shown  to  improve,  up  to 
36  hours  after  dosing,  the  ability  of  men  with  ED 
to  have  a  single  successful  intercourse  attempt. 

hlomax®  (tamsulosin  HCl)  is  a  registered  trademark  ofBoehringer  Ingelbeim 
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tablets 


Read  the  Patient  Information  about  CIALIS  before  you  start  taking  it  and  again  each  time 
you  get  a  refill.  There  may  be  new  information.  You  may  also  find  it  helpful  to  share  this 
information  with  your  partner.  This  leaflet  does  not  take  the  place  of  talking  with  your 
doctor.  You  and  your  doctor  should  talk  about  CIALIS  when  you  start  taking  it  and  at 
regular  checkups.  If  you  do  not  understand  the  information,  or  have  questions,  talk  with 
your  doctor  or  pharmacist. 

What  important  information  should  you  know  about  CIALIS? 

CIALIS  can  cause  your  blood  pressure  to  drop  suddenly  to  an  unsafe  level  if  it  is  taken 
with  certain  other  medicines.  You  could  get  dizzy,  faint,  or  have  a  heart  attack  or  stroke. 

Do  not  take  CIALIS  if  you: 

•  take  any  medicines  called  "nitrates." 

•  use  recreational  drugs  called  "poppers"  like  amyl  nitrate  and  butyl  nitrate. 

•  take  medicines  called  alpha  blockers,  other  than  Flomax"  (tamsulosin  HCI)  0.4  mg  daily. 

(See  "Who  should  not  take  CIALIS?") 

Tell  all  your  healthcare  providers  that  you  take  CIALIS.  It  you  need  emergency  medical 
care  for  a  heart  problem,  it  will  be  important  for  your  healthcare  provider  to  know  when  you 
last  took  CIALIS. 

After  taking  a  single  tablet,  some  of  the  active  ingredient  of  CIALIS  remains  in  your 
body  for  more  than  2  days.  The  active  ingredient  can  remain  longer  if  you  have  problems 
with  your  kidneys  or  liver,  or  you  are  taking  certain  other  medications  (see  "Can  other 
medications  affect  CIALIS?"). 

What  is  CIALIS? 

CIALIS  is  a  prescription  medicine  taken  by  mouth  for  the  treatment  of  erectile  dysfunction 
(ED)  in  men. 

ED  is  a  condition  where  the  penis  does  not  harden  and  expand  when  a  man  is  sexually 
excited,  or  when  he  cannot  keep  an  erection.  A  man  who  has  trouble  getting  or  keeping  an 
erection  should  see  his  doctor  for  help  if  the  condition  bothers  him  CIALIS  may  help  a  man 
with  ED  get  and  keep  an  erection  when  he  is  sexually  excited. 

CIALIS  does  not: 

•  cure  ED 

•  increase  a  man's  sexual  desire 

•  protect  a  man  or  his  partner  from  sexually  transmitted  diseases,  including  HIV  Speak 
to  your  doctor  about  ways  to  guard  against  sexually  transmitted  diseases. 

•  serve  as  a  male  form  of  birth  control 

CIALIS  is  only  for  men  with  ED.  CIALIS  is  not  for  women  or  children.  CIALIS  must  be  used 
only  under  a  doctor's  care. 

How  does  CIALIS  work? 

When  a  man  is  sexually  stimulated,  his  body's  normal  physical  response  is  to  increase 
blood  flow  to  his  penis.  This  results  in  an  erection.  CIALIS  helps  increase  blood  flow  to 
the  penis  and  may  help  men  with  ED  get  and  keep  an  erection  satisfactory  for  sexual 
activity.  Once  a  man  has  completed  sexual  activity,  blood  flow  to  his  penis  decreases,  and 
his  erection  goes  away 

Who  can  take  CIALIS? 

Talk  to  your  doctor  to  decide  if  CIALIS  is  right  tor  you. 

CIALIS  has  been  shown  to  be  effective  in  men  over  the  age  of  18  years  who  have  erectile 
dysfunction,  including  men  with  diabetes  or  who  have  undergone  prostatectomy. 

Who  should  not  take  CIALIS? 

Do  not  take  CIALIS  if  you: 

•take  any  medicines  called  "nitrates"  (See  "What  important  information  should 
you  know  about  CIALIS?").  Nitrates  are  commonly  used  to  treat  angina.  Angina  is 
a  symptom  of  heart  disease  and  can  cause  pain  in  your  chest,  jaw.  or  down  your  arm 

Medicines  called  nitrates  include  nitroglycerin  that  is  found  in  tablets,  sprays,  ointments, 
pastes,  or  patches.  Nitrates  can  also  be  found  in  other  medicines  such  as  isosorbide 
dinitrate  or  isosorbide  mononitrate.  Some  recreational  drugs  called  "poppers"  also 
contain  nitrates,  such  as  amyl  nitrate  and  butyl  nitrate.  Do  not  use  CIALIS  if  you  are  using 
these  drugs.  Ask  your  doctor  or  pharmacist  if  you  are  not  sure  if  any  of  your  medicines 
are  nitrates 

•take  medicines  called  "alpha  blockers",  other  than  Flomax'  0.4  mg  daily.  Alpha 

blockers  are  sometimes  prescribed  for  prostate  problems  or  high  blood  pressure. 
If  CIALIS  is  taken  with  alpha  blockers  other  than  Flomax"  0.4  mg  daily,  your  blood 
pressure  could  suddenly  drop  to  an  unsafe  level.  You  could  get  dizzy  and  faint. 

•  you  have  been  told  by  your  healthcare  provider  to  not  have  sexual  activity  because  of 
health  problems.  Sexual  activity  can  put  an  extra  strain  on  your  heart,  especially  if  your 
heart  is  already  weak  from  a  heart  attack  or  heart  disease. 

•  are  allergic  to  CIALIS  or  any  of  its  ingredients.  The  active  ingredient  in  CIALIS  is  called 
tadalafil.  See  the  end  of  this  leaflet  for  a  complete  list  of  ingredients. 

What  should  you  discuss  with  your  doctor  before  taking  CIALIS? 
Before  taking  CIALIS.  tell  your  doctor  about  all  your  medical  problems,  including  if  you: 

•  have  heart  problems  such  as  angina,  heart  failure,  irregular  heartbeats,  or  have  had 
a  heart  attack.  Ask  your  doctor  if  it  is  sale  for  you  to  have  sexual  activity. 

•  have  low  blood  pressure  or  have  high  blood  pressure  that  is  not  controlled 

•  have  had  a  stroke 

•  have  liver  problems 

•  have  kidney  problems  or  require  dialysis 

•  have  retinitis  pigmentosa,  a  rare  genetic  (runs  in  families)  eye  disease 

•  have  stomach  ulcers 

•  have  a  bleeding  problem 

•  have  a  deformed  penis  shape  or  Peyronie's  disease 

•  have  had  an  erection  that  lasted  more  than  4  hours 

•  have  blood  cell  problems  such  as  sickle  cell  anemia,  multiple  myeloma,  or  leukemia 


prescription  medicines,  vitamins,  and  herbal  supplements.  CIALIS  and  other  medicines  | 
affect  each  other.  Always  check  with  your  doctor  before  starting  or  stopping  any  mediciri 
Especially  tell  your  doctor  if  you  take  any  of  the  following: 

•  medicines  called  nitrates  (See  "What  important  information  should  you  know  ab 
CIALIS?") 

•medicines  called  alpha  blockers  These  include  Hytrin"  (terazosin  HCI).  Flom; 
(tamsulosin  HCI).  Cardura"  (doxazosin  mesylate)  Mimpress"  (prazosin  HCI)  or  Uroxatr 
(alfuzosin  HCI). 

•  ritonavir  (Norvir)  or  indinavir  (Crixivan*) 

•  ketoconazole  or  itraconazole  (such  as  Nizoral"  or  Sporanox^) 

•  erythromycin 

•  other  medicines  or  treatments  for  ED 


How  should  you  take  CIALIS? 

Take  CIALIS  exactly  as  your  doctor  prescribes  CIALIS  comes  in  different  doses  (5  r| 
10  mg,  and  20  mg).  For  most  men,  the  recommended  starting  dose  is  10  mg  CIALIS  shoi 
be  taken  no  more  than  once  a  day.  Some  men  can  only  take  a  low  dose  of  CIALIS  becai 
of  medical  conditions  or  medicines  they  take.  Your  doctor  will  prescribe  the  dose  that  is  I 
for  you. 

•  If  you  have  kidney  problems,  your  doctor  may  start  you  on  a  lower  dose  of  CIALIS. 

•  If  you  have  kidney  or  liver  problems  or  you  are  taking  certain  medications,  your  do« 
may  limit  your  highest  dose  of  CIALIS  to  10  mg  and  may  also  limit  you  to  one  tablet 
48  hours  (2  days)  or  one  tablet  in  72  hours  (3  days). 

Take  one  CIALIS  tablet  before  sexual  activity  In  some  patients,  the  ability  to  have  sex| 
activity  was  improved  at  30  minutes  after  taking  CIALIS  when  compared  to  a  sugar  [j 
The  ability  to  have  sexual  activity  was  improved  up  to  36  hours  after  taking  CIALIS  wti 
compared  to  a  sugar  pill.  You  and  your  doctor  should  consider  this  in  deciding  when  j 
should  take  CIALIS  prior  to  sexual  activity.  Some  form  of  sexual  stimulation  is  needed  for 
erection  to  happen  with  CIALIS.  CIALIS  may  be  taken  with  or  without  meals. 

Do  not  change  your  dose  of  CIALIS  without  talking  to  your  doctor  Your  doctor  may  la 
your  dose  or  raise  your  dose,  depending  on  how  your  body  reacts  to  CIALIS. 

Do  not  drink  alcohol  to  excess  when  taking  CIALIS  (for  example,  5  glasses  of  winej 
5  shots  of  whiskey)  When  taken  in  excess,  alcohol  can  increase  your  chances  of  gettj 
a  headache  or  getting  dizzy,  increasing  your  heart  rate,  or  lowering  your  blood  pressure 

If  you  take  too  much  CIALIS,  call  your  doctor  or  emergency  room  right  away. 

What  are  the  possible  side  effects  ot  CIALIS? 

The  most  common  side  effects  with  CIALIS  are  headache,  indigestion,  back  pain,  mus 
aches,  flushing,  and  stuffy  or  runny  nose  These  side  effects  usually  go  away  after  a  I 
hours.  Patients  who  get  back  pain  and  muscle  aches  usually  get  it  12  to  24  hours  af 
taking  CIALIS.  Back  pain  and  muscle  aches  usually  go  away  by  themselves  within  48  hou 
Call  your  doctor  if  you  get  a  side  effect  that  bothers  you  or  one  that  will  not  go  away. 

CIALIS  may  uncommonly  cause: 

•  an  erection  that  won't  go  away  (priapism).  If  you  get  an  erection  that  lasts  more  tfi 
4  hours,  get  medical  help  right  away.  Priapism  must  be  treated  as  soon  as  possil 
or  lasting  damage  can  happen  to  your  penis  including  the  inability  to  have  erections. 

•vision  changes,  such  as  seeing  a  blue  tinge  to  obiects  or  having  difficulty  telling 
difference  between  the  colors  blue  and  green. 
These  are  not  all  the  side  effects  of  CIALIS.  For  more  information,  ask  your  doc 
or  pharmacist 

How  should  CIALIS  be  stored? 

•  Store  CIALIS  at  room  temperature  between  59°  and  86°F  (15°  and  30°C). 

•  Keep  CIALIS  and  all  medicines  out  of  the  reach  of  children. 

General  Information  about  CIALIS: 

Medicines  are  sometimes  prescribed  for  conditions  other  than  those  described  in  patii 
information  leaflets.  Do  not  use  CIALIS  for  a  condition  for  which  it  was  not  prescribed, 
not  give  CIALIS  to  other  people,  even  if  they  have  the  same  symptoms  that  you  have.  It  m 
harm  them. 

This  leaflet  summarizes  the  most  important  information  about  CIALIS  If  you  wot 
like  more  information,  talk  with  your  healthcare  provider.  You  can  ask  your  doctor 
pharmacist  for  information  about  CIALIS  that  is  written  for  health  professionals. 

For  more  information  you  can  also  visit  www.cialis.com,  or  call  1-877-242-5471. 

What  are  the  ingredients  of  CIALIS? 
Active  Ingredient:  tadalafil 

Inactive  Ingredients:  croscarmellose  sodium,  hydroxypropyl  cellulose.  hypromelloS 
iron  oxide,  lactose  monohydrate.  magnesium  stearate,  microcrystalline  cellulose,  sodii 
lauryl  sulfate,  talc,  titanium  dioxide,  and  triacetin. 

Rx  only 

Norvir"  (ritonavir)  and  Hytrin"  (terazosin  HCI)  are  registered  trademarks  of  Abbott  Laboratori 
Crixivan*  (indinavir  sulfate)  is  a  registered  trademark  of  Merck  &  Co.,  Inc. 
Nizoral "  (ketoconazole)  and  Sporanox*  (itraconazole)  are  registered  trademarks  of  Janss 
Pharmaceutica,  Inc. 

Flomax"  (tamsulosin  HCI)  is  a  registered  trademark  of  Boehnnger  ingelhei 
Pharmaceuticals,  Inc. 

Cardura"  (doxazosin  mesylate)  and  Minipress"  (prazosin  HCI)  are  registered  trademarks 
Pfizer.  Inc. 

Uroxatral"  (alfuzosin  HCI)  is  a  registered  trademark  of  Sanofi-Synthelabo 
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tinental  and  set  up  what  is 
now  Texas  Pacific.  It  employs 
more  than  100  today.  Black- 
stone  and  Carlyle  have  more 
than  500  employees  each. 

That's  just  for  the  front 
office.  The  operating  compa- 
nies underneath  have  pay- 
rolls dwarfing  those  num- 
bers. If  Blackstone  were  a 
company  it  would  rank  close 
in  sales  to  Unilever,  Boeing  or 
Samsung  on  the  Forbes  2000 
(see  table). 

Texas  Pacific  just  closed  a 
$5.3  billion  megafund,  the 
twelfth  $5  billion-plus  buy- 
out fund  assembled  in  the  in- 
dustry since  2000.  Since  the 
year  began  Blackstone,  with 
its  $6.5  billion  war  chest,  has 
announced  plans  to  deploy  a 
fraction  of  that  to  buy 
Celanese,  a  German  chemi- 
cal company,  in  a  $3  billion 
leveraged  deal  and  Extended 

Stay,  a  $2  billion  U.S.  hotel  chain.  Last  year  one  out  of  every  seven 
dollars  spent  in  an  M&A  transaction  came  from  a  private  equity 
fund — $179  billion  out  of  a  $1.4  trillion  total.  Fundraising  is  slow- 
ing now,  but  global  buyout  groups  still  have  dry  powder  of  around 
$80  billion.  Since  the  average  deal  consists  of  only  20%  to  30% 
equity,  that  buying  power  is  closer  to  $320  billion. 

Two  years  ago  Texas  Pacific  paid  $6  for  a  controlling  stake  in 
MEMC,  the  Missouri-based  silicon  wafer  business  of  German  util- 
ity Eon.  "That  was  $1  for  each  of  the  firm's  six  legal  entities,"  says 
Price.  "It  cost  more  than  that  to  mail  the  signed  contract  to  Ger- 
many." Eon  first  tried  to  sell  the  wafermaker  for  more  than  $500 
million  and  then  to  give  it  away  after  Sept.  11, 2001.  It  was  losing 
$30  million  a  quarter.  Texas  Pacific  also  acquired  the  firm's  $936 
million  in  debt,  converted  it  to  equity  and  guaranteed  a  credit  line 
bf  $150  million.  In  the  end,  then,  more  than  simply  a  $6  deal. 

Still,  a  bargain.  The  now 
|publicly  traded  MEMC  is 
worth  $1.8  billion,  of  which 
Texas  Pacific's  share  is  $1.2 
>illion.  No  surprise,  Bonder- 
man  as  well  as  other  private 
quity  aces  are  candidates  for 
this  year's  Forbes  400  rank- 
ing of  the  wealthiest  Ameri- 
:ans.  Bonderman  celebrated 
nis  60th  birthday  at  a  2002 
-as  Vegas  bash  featuring  the 
lolling  Stones. 

Low  interest  rates  make 


takeover  deals  look  easy.  "I 
have  a  message  for  Alan 
Greenspan,"  says  Black- 
stone's  Schwarzman.  "Thank 
you,  thank  you,  thank  you." 
As  companies  like  Vivendi, 
Eon  and  British  Telecom  try 
to  slim  down  and  deleverage, 
investors  like  Texas  Pacific, 
Blackstone  and  Thomas  Lee 
are  riding  in  with  fistfuls 
of  money,  buying  what 
Schwarzman  likes  to  call 
"accidental  value."  About 
two-thirds  of  last  year's  buy- 
out activity  was  in  Europe. 

In  the  U.S.  "Our  best 
friends  have  been  Messrs. 
Sarbanes,  Oxley  and  Spitzer," 
says  Texas  Pacific's  Bonder- 
man.  "When  it  becomes  un- 
comfortable for  executives  in 
public  markets,  we  are  a 
source  of  alternative  capital, 
but  a  more  expensive  one." 
But  it's  not  just  the  legal 
hassles.  The  relatively  patient  capital  of  private  equity — a  role  re- 
versal from  a  decade  or  two  ago — can  help  nurse  a  company  back 
to  shape.  The  power  industry,  suffering  from  overcapacity,  roiled 
by  Enron  and  under  the  suspicion  of  regulators,  is  starved  for  cap- 
ital. KKR,  Texas  Pacific  and  others  are  investing  billions  buying  up 
power  plants  at  bargain  prices.  Private  equity  firms  are  also  buy- 
ing up  miles  and  miles  of  phone  lines  that  telecom  companies 
rushed  to  build  a  few  years  ago.  Verizon,  for  example,  is  in  talks  to 
sell  access  lines  in  New  York,  worth  a  reported  $6  billion,  and  the 
main  bidders  are  private  equity  investors. 

Patient  they  may  be,  but  the  buyout  firms  ultimately  have  to 
turn  promises  into  cash.  Blackstone  returned  $1.8  billion  to  ear- 
lier investors  last  year;  Carlyle,  $2.1  billion.  KKR  dispersed  $3.2  bil- 
lion last  year  and  has  announced  plans  to  disperse  another  $3  bil- 
lion, once  the  pending  sales  of  resorts  operator  KSL  Recreation 

and  Canadian  drugstore  op- 

The  New  Face  of  Conglomeration 


David  Bonderman,  founding  partner,  Texas  Pacific  Group 


Private  equity  firms  punch  above  their  weight.  Revenues  from  the 
businesses  they  own  would  rank  them  among  the  biggest  corporations. 

INVESTED  COMPANIES 


Revenues 

Buyout  funds 

(Sbil)1 

Employees 

Bigger  than ... 

Blacksfone  Group 

$50 

250,000 

Procter  &  Gamble 

Kohlberg  Kravis  Roberts  &  Co.  40 

229,000 

NEC 

Texas  Pacific  Group 

36 

250,000 

MetLife 

Carlyle  Group 

31 

150,000 

Intel 

Clayton,  Dubilier  &  Rice 

12 

39,000 

Winn-Dixie 

'Latest  available  fiscal  year.  Sources:  Companies:  Forbes 
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erator  Shoppers  Drug  Mart 
are  completed. 

Clayton,  Dubilier  &  Rice, 
one  of  the  oldest  buyout 
shops,  hit  two  home  runs — 
both  after  long,  painful  re- 
structurings that  are  the 
firm's  specialty.  Sirva  was  a 
roll-up  of  moving  and  stor- 
age companies,  such  as  Allied, 
Global  and  North  American 
Vin  Lines.  "This  was  a  dull, 
low-growth  business  that  no- 
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body  wanted,"  says  Donald 
Gogel,  chief  executive  of  Clay- 
ton, Dubilier.  Most  moves  are 
booked  through  agencies  that 
keep  their  own  accounts  with 
the  big  corporations  that  pay 
for  them.  Clayton,  Dubilier 
helped  Sirva  build  relations  di- 
rectly with  the  end  customers, 
added  a  real  estate  business 
and  financing  services  and  of- 
fered to  handle  the  whole 
moving  process  for  these  cor- 
porate accounts.  Sirva  went 
public  in  November,  raising 
$390  million  and  valuing 
Clayton,  Dubilier's  remaining 
investment  at  $  1  billion. 

Then,  in  February,  the 
firm  sold  Kinko's  to  FedEx  for 
$2.4  billion  cash — a  gain  of  $1 
billion  for  Clayton,  Dubilier. 
When  it  bought  the  printing- 
services  chain  seven  years  ago, 
the  average  cash  register  ticket 
was  $11  and  shrinking,  says 
Gogel.  And  these  little  customers  were  switching  to  their  own  ink- 
jet  printers  and  copiers.  Clayton,  Dubilier  clashed  widi  the  founders 
("Surfer  kings  from  southern  California,"  says  Gogel)  and  em- 
ployees and  went  through  two  chief  executives  to  come  up  with  the 


David  Rubenstein,  founding  partner,  Carlyle  Group. 


right  strategy:  Chase  $10 
million  annual  accounts 
with  medium-size  compa- 
nies for  high-quality  docu- 
ment printing.  High-speed 
copiers  replaced  10%  of  the 
staff,  and  customers  can 
order  and  pay  for  work  via 
the  Web. 

Ultimately  it  is  the  pen- 
sion funds,  insurance  com- 
panies and  other  large  insti- 
tutions that  invest  with 
buyout  funds  that  are  help- 
ing transform  private  equity 
from  a  business  of  swagger- 
ing buccaneers  into  an  or- 
derly, well-entrenched  sector 
of  Wall  Street.  Some  institu- 
tions are  acquiring  stakes  in 
the  buyout  shops  they  invest 
with  and  demanding  lower 
fees  in  return.  Carlyle  sold 
5%  of  itself  to  Calpers,  the 
California  government  pen- 
sion fund.  "We  could  sell 
more,"  says  David  Rubenstein,  a  founding  partner  with  Carlyle. 
But  sell  too  much  and  get  too  institutional,  he  adds,  and  "it's  hard 
to  hold  on  to  people.  Private  equity  is  [still]  an  entrepreneurial 
business."  F 


Lemons  and  the  Lemonade  Machine 


Each  home  run  has  to  pay  for 
dozens  of  investments  most  buy- 
out artists  would  rather  not  talk 
about.  "The  most  common  exit  for  pri- 
vate equity  investors  in  the  last  ten 
years  has  been  receivership,"  states 
Jon  P.  Moulton,  a  veteran  of  Apax 
venture  firm  who  now  heads  London- 
based  Alchemy,  a  small  private 
equity  firm. 

Another  common  exit:  selling  com- 
panies to  other  private  equity  investors. 
Some  companies  have  changed  owner- 
ship so  many  times  they  are  like  foster 
children.  Simmons,  the  mattressmaker, 
is  now  under  its  fifth  private  equity 
owner  since  1990.  Sealy,  another  mat- 
tressmaker, was  sold  last  month  by 
Bain  Capital,  JPMorgan  Partners  and 
others  to  KKR— its  fourth  buyout. 


Another  way  private  equity  firms 
pay  themselves:  recapitalizing.  Most 
buyout  firms  finance  the  acquisition  of 
an  enterprise  with  70%  to  90%  bor- 
rowed money,  including  assumed  debt. 
After  a  few  years  some  of  that  debt  is 
paid  down  by  the  purchased  company 
out  of  its  free  cash  flow  (essentially, 
net  income  plus  depreciation  minus 
necessary  capital  expenditures).  The 
owners  can  then  releverage  the  com- 
pany and  keep  the  proceeds.  With  in- 
terest rates  so  low— junk  bonds  are 
being  floated  with  8%  and  lower 
yields— private  equity  investors  are  ar- 
ranging cash-out  financings,  much  the 
way  homeowners  are  doing. 

"I  think  the  most  dangerous  risk  in 
private  equity  right  now  is  in  refinanc- 
ing deals,"  says  Carlyle's  David  Ruben- 


stein. Blackstone,  Apollo  Management 
and  Goldman  Sachs,  for  example,  paid 
themselves  a  $450  million  dividend  in 
January  by  refinancing  part  of  their 
$4.2  billion  acquisition  of  Ondeo-Nalco, 
the  Illinois-based  water-treatment 
business,  less  than  three  months  after 
buying  it  from  Suez.  The  danger:  When 
interest  rates  go  up,  the  buyout  shops 
that  refinanced  heavily  may  find  that 
there  isn't  enough  money  in  the  till  for 
interest  payments. 

Already  the  bottom  quarter  of  Eu- 
rope's private  equity  funds  are  losing  in- 
vestors' money  at  an  average  rate  of  11% 
a  year,  according  to  Moulton.  Some  of 
them  lost  all  their  investor's  money,  and 
most  of  those  won't  be  around  to  raise 
any  more.  Less  competition  for  Carlyle, 
Blackstone  and  Texas  Pacific.  —D.O. 
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OF  COURSE  IT'S  COMFORTING  TO  HAVE 
A  VETERAN  CAPTAIN  FLYING  YOUR  PLANE. 
BUT  AT  NETJETS  WE  REQUIRE  TWO. 


When  it  comes  to  safety,  there's  simply  no  such  thing  as 
too  much.  And  because  we  think  about  it  constantly,  you 
never  have  to. 

Take  our  pilots  for  instance.  Averaging  9,000  hours  of  flight 
experience  each,  they're  among  the  most  experienced  in 
the  air.  Some  have  even  served  aboard  Air  Force  One.  But 
that's  still  not  enough  for  us.  Our  pilots  train  an  average  of 
23  days  a  year  preparing  for  every  conceivable  situation. 
And  on  every  flight,  both  pilots  are  type-rated  as  captains.- 

But  our  commitment  to  being  the  world's  safest  private 
aviation  company  begins  long  before  a  plane  leaves  the 


ground.  We  buy  only  the  newest  aircraft  with  the  latest  safety 
equipment.  All  our  pilots  fly  only  one  type  of  aircraft  with 
identical  state-of-the-art  flight  decks.  With  our  dual-release 
requirement,  no  flight  takes  off  unless  the  pilot  and  a 
Certified  Dispatcher  agree  the  flight  can  be  completed  safely. 
And  our  collaboration  with  Mayo  Clinic  provides  you  with 
coordinated  emergency  medical  care,  24  hours  a  day,  even  if 
you're  not  onboard. 

So  whether  you're  looking  to  purchase  a  fractional  share 
or  a  Marquis  Jet  Card  offering  Netjets  25  hours  at  a  time, 
you  can  feel  good  about  our  obsession  with  safety.  Even  if  it 
is  a  little  redundant. 


1-877-356-0754 


NETJETS?  LEAVE  NOTHING  TO  CHANCE  "    f  I 


BREAKING  BUSINESS 
VIEWERS  TURN  TO  FO 
NOT CNBC  - 


HH  Rtg.  FRI  -  MARCH  5 
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w/Neil  Cavuto,  Bulls  &  Bears,  Cavuto  on  Business,  Cashin'  In  and  Forbes  on  Fox  vs.  all  CNBC,  CNN,  FNC,  HLN  and  MSNBC  n 
scheduled  business  news  programs.  HH  Covg.  AA  %  Rtg  and  HH  and  P2+ AA  (000).  M-S  6a-6a.  Subject  to  qualifications,  vt 
made  available  upon  request. 
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Why  Not?  |  By  Ian  AyriSLand.Bari.y_M.aJeh.iifL 

Dialing  for  Thieves 


EVERY  YEAR  THIEVES  PLACE  MILLIONS  OF  CALLS  ON 
lost  and  stolen  cell  phones.  You  might  think  that  this  is 
a  crime  designed  for  Keystone  Crooks  who  really  want 
to  get  caught.  If  someone  steals  your  wallet,  there's  lit- 
tle that  the  police  can  do  to  track  down  the  thief.  But  a 
cell  phone  crook  leaves  a  bright  paper  trail. 

[an's  cell  phone  was  stolen  last  month,  and  the  thief  made 
more  than  a  hundred  calls  before  the  service  was  cut  off.  The  thief 
made  30  calls  to  a  phone  number  registered  to  a  young  lady 
named  Jessica,  and  that  phone  number  called  back  to  Ian's  stolen 
phone  several  times.  Jessica  surely  knows  who  stole  Ian's  phone. 

Why  doesn't  the  phone 
company  or  the  police  act  on 
this  information?  This  isn't 
NSA-level  work. 

You  might  think  that 
tracking  down  thieves  would 
be  too  expensive  to  be  worth 
the  phone  company's  time.  But  catching  thieves  could  be  a  busi- 
ness opportunity.  Many  victims,  including  yours  truly,  would 
gladly  subsidize  the  cost.  We  would  be  happy  to  pay  $50  to  know 
that  the  s.o.b.  who  took  the  phone  is  caught  and  punished. 

Soon  enough  it  will  be  possible  to  locate  a  stolen  cell  phone 
in  real  time.  Manufacturers  are  set  to  begin  hardwiring  codes  in 
phones  to  stop  thieves  who  take  handsets  for  the  phone  itself 
(which  can  be  redeployed  with  a  new  SIM  card).  But  that  does 
little  to  thwart  joyriders — that  is,  thieves  who  are  after  a  few  free 
hours  of  telephone  service  until  the  phone  is  disabled. 

Why  not  start  with  embarrassing  the  thief?  Anytime  a  stolen 
cell  phone  is  used,  a  computer  would  automatically  call  the  same 
number  just  after  the  thief  s  call  is  over.  A  recorded  message 
would  say:  "This  number  has  just  received  a  call  from  a  cell  phone 
that  was  reported  stolen.  At  the  tone  would  you  please  identify 
the  caller."  We  think  that  this  is  better  than  just  turning  off  the 
phone  (at  least  for  a  short  time)  so  that  the  tliief  can  be  outed  and 
the  trail  can  be  marked. 

Why  would  anyone  tell  on  a  friend  who's  just  called  him? 
Civic  responsibility.  You  might  be  upset  to  learn  that  you  or 
your  kid  received  a  call  on  a  stolen  phone.  But  another  reason 
might  be  self-interest.  The  law  could  require  telephone  cus- 
tomers to  pay  for  any  calls  they  receive  from  stolen  cell  phones. 
Or  at  least  require  the  recipient  to  pay,  if  he  or  she  is  not  willing 
to  identify  the  thief  or  make  a  plausible  case  that  the  calls  were 
from  a  stranger. 

This  might  sound  unfair.  But  it's  really  just  treating  the  receipt 
of  stolen  services  the  way  the  law  currently  treats  receipt  of  stolen 
goods.  If  you  buy  a  TV  at  a  i — 
garage  sale  for  $100  and  F<0_*t)CS 
later  on  find  out  that  the  TV  I  "com 


was  stolen,  you  have  to  give  the 
TV  back  to  its  rightful  owner. 
That's  true  even  if  you  didn't 
know  the  TV  was  stolen  when  you 
bought  it.  You're  out  the  $100  un- 
less you  can  get  the  money  back 
from  the  garage-sale  seller. 

This  rule  makes  even  more 
sense  for  stolen  services,  espe- 
cially cell  phone  calls,  as  it  is  so 
easy  to  locate  the  recipients. 
They  may  be  unwitting  partici- 
pants in  the  theft,  but,  as  with  the  stolen  TV,  that's  no  defense. 

The  person  receiving  the  call  should  be  responsible  for  the 
cost  of  the  call — unless,  of  course,  he  is  willing  to  reveal  who 
called.  That  gets  the  recipient  off  the  hook.  Unlike  the  buyer  of  a 
stolen  TV,  the  recipient  of  a  stolen  cell  phone  call  can  (usually) 
identify  who  the  real  thief  is.  Jessica  received  30  calls  on  Ian's  cell 
phone.  Oh  yes,  she  knows. 

The  payment  onus  could  be  done  via  contract  or  law.  Your 
service  contract  with  the  cell  phone  company  could  stipulate 
that  you  are  responsible  for  payment  on  all  received  stolen  calls, 
unless  you  identify  the  caller.  Failure  to  do  so  would  lead  to  a 
fine  and  termination  of  service.  (There  would  be  an  exception 
for  wrong  numbers  and  the  like,  very  short  calls  where  the 
recipient  might  not  know  who  was  on  the  other  end.) 

Ian  called  Jessica  and  the  other  numbers  that  were  dialed 
from  his  stolen  phone.  Some  hung  up.  The  local  weather 
recording  was  of  little  help.  But  other  callees  had  a  guilty  con- 
science, especially  when  they  knew  they  were  no  longer  anony- 
mous. One  said  he  would  help  Ian  get  the  phone  back  and  did. 
He  handed  it  to  Ian  at  a  McDonald's  a  few  hours  later. 

A  better  law  and  a  better  contract  could  put  a  real  dent  in 
cell  phone  pilferage.  F 


Smorgasbord  of  Ideas 

(from  www.whynot.net) 

A  "meeting  mode"  for  cell  phones  where  the  phone  still 
vibrates,  but  when  answered  the  caller  hears  a  prerecorded 
message:  "Please  give  me  ten  seconds  to  step  outside  so  I  can 
talk  to  you."— LFAKeven 

A  fridge  door  that  can  also  be  opened  by  a  foot  pedal  so  that 
we  can  use  both  hands  for  carrying.— Anjan  Mukherjee 

A  button  at  your  restaurant  table  to  call  the  waiter— just  like 
the  one  you  use  to  call  a  flight  attendant.— Acustodio 


Ian  Ayres  and  Barry  Nalebuff  are  professors  at  Yale  Law  School  and  Yale  School  of  Management  and 
coauthors  of  Why  Not?  How  to  Use  Everyday  Ingenuity  to  Solve  Problems  Big  and  Small.  For  links  to 
previous  Why  Not?  columns,  see  forbes.com/whynot. 
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After  business  as  usual  melts 
into  businesses  pleasure... 
the  power  ties  loosen  and  the 
game  faces  relax. 


let  the 


A  quarter  century  of  classic  steakhouse 
banter  reignites  every  night  with  the 
promise  of  a  new  opportunity  around 
the  corner  in  every  booth. 


■ 


Bankseat  Driver  |  By  Jerry  Flint 


When  Car  Guys  Ran  GM 


AWHILE  BACK  A  GENERAL  MOTORS  VICE  PRESIDENT 
said  to  me,  "This  system  won't  work,  but  it  will  take 
them  ten  years  to  find  out."  He  was  talking  about 
the  way  GM  organized  itself.  This  isn't  the  kind  of 
remark  you  often  get,  and  it's  not  the  kind  you  for- 
get. The  man  was  one  of  the  last  vice  presidents  to  head  a  GM 
division.  He  was  well  thought  of,  at  least  by  those  of  us  who 
didn't  work  for  GM.  He  did  his  best,  but  he's  gone  now. 

About  the  last  thing  anyone  at  General  Motors  wants  to 
think  about  is  reorganization — there  were  enough  reorganiza- 
tions in  the  last  couple  of  decades.  When  they  were  finished,  no 
one  at  GM  knew  what  anyone 
was  supposed  to  do.  The  com- 
pany has  just  recovered  from  all 
that  chaos. 

But  maybe  it's  time  at  GM  to 
think  about  the  organization. 
The  old  GM  system,  created  in 
the  1920s,  was  amazing.  Operat- 
ing divisions — Chevrolet,  Pon- 
tiac,  Oldsmobile,  Buick,  Cadil- 
lac— were  almost  autonomous. 
Each  had  its  own  engineers,  fac- 
tories, marketing  and  public  and 
labor  relations.  What  they  didn't 
control  was  the  money. 

The  vice  president  of  Buick 
was  running  a  multibillion-dol- 
lar  company,  but  the  money  was  controlled  by  headquarters.  Be- 
yond controlling  the  purse  strings,  committees  at  the  corporate 
center  held  sway  over  the  engineering  and  design  decisions  made 
in  the  divisions.  Decentralized  operations,  centralized  direction. 

The  system  worked  well  enough  to  make  General  Motors 
the  largest  company  in  the  world,  with  60%  of  the  American 
market  and  a  powerful  position  abroad,  too. 

All  good  things  must  come  to  an  end.  The  divisions,  in  time, 
grew  big  and  clumsy  and  were  competing  with  one  another  as 
much  as  with  other  car  companies.  After  the  1960s  a  process  of 
centralization  set  in,  and  eventually  the  General  Motors  divi- 
sions were  stripped  of  their  power  and  autonomy. 

They  are  not  headed  by  vice  presidents  anymore.  They 
really  are  marketing  organizations.  Chevrolet,  Pontiac  and 
Buick  (Oldsmobile  makes  its  last  car  this  year)  don't  design  or 
engineer  or  build  their  own  cars  and  trucks  anymore.  They 
work  on  sales  and  the  advertising.  The  last  time  I  checked,  Buick 
had  only  50  employees  and  Chevrolet  had  250.  Even  Saturn, 
which  was  created  as  a  stand-alone  company  to  deliberately  be 
different,  is  being  turned  into  another  GM  operation. 
That's  what  that  man  meant  when  he  said,  "This 


Chevy  etal. 
consist  of 
marketers,  not 
engineers  or 
designers.  Is  it 
time  to  bring  back 
the  good  old  days, 
when  product 
people  ruled? 


system  won't  work,  but  it  will 
take  them  ten  years  to  find  out." 

What  are  some  of  the 
problems? 

For  one  thing,  those  old- 
style  divisions  developed  lead- 
ers who  knew  the  auto  busi- 
ness and  knew  how  to  run  a 
multibillion-dollar  company. 
The  best  of  them  were  engi- 
neer-salesmen types,  that  is, 
engineers  with  salesmen  per- 
sonalities. They  could  create  a  car,  and  they  could  sell  it.  Now, 
when  I  look  at  the  GM  organization,  I  can't  find  a  route  to 
the  top  for  a  car  guy. 

Second,  there  is  no  historical  memory.  In  the  old  days  the 
people  at  Chevrolet  knew  what  a  Chevy  was  supposed  to  be;  the 
people  at  Buick  knew  what  a  Buick  was  supposed  to  be.  Now 
you  get  managers  who  just  dropped  in  from  the  snack  food 
industry,  or  something  like  it. 

GM  was  always  a  company  that  promoted  from  within.  The 
system  broke  down  so  badly  that  it  had  to  hire  outsiders  (terrific 
outsiders,  too)  to  run  product  development  and  finance. 

Some  say  Cadillac  is  coming  back  under  the  new  organiza- 
tion. No,  Cadillac  is  coming  back  because  it  ignored  the  new 
organization.  The  GM  chief  executive  installed  a  real  live  vice 
president,  a  personal  acquaintance,  to  oversee  Cadillac,  with 
carte  blanche  to  do  whatever  was  necessary.  Carte  blanche  is  not 
something  you  give  to  a  recent  arrival  from  snack  foods.  In  fact, 
they  are  giving  Cadillac  back  to  some  of  its  own  engineers. 

If  Cadillac  needs  to  be  more  of  an  operating  division  to  bat- 
tle Mercedes,  then  Chevy  and  Pontiac  and  Buick  need  to  be 
operating  divisions,  too. 

Another  example:  Pontiac  will  launch  a  little  sports  car 
soon,  very  cute,  low  priced,  just  what  Pontiac  needs  to  build 
some  excitement  again.  But  this  happened  only  because  Robert 
Lutz,  the  hired-from-the-outside  vice  chairman,  demanded  that 
it  be  done.  The  GM  system  as  it  stands  has  hundreds  of  people 
to  say  "Yes,  but  ..."  and  no  one  to  just  say  yes.  Without  Lutz's 
insistence,  there  is  no  way  in  the  world  that  this  car  would  have 
been  approved  or  built. 

I'm  not  suggesting  that  GM  start  the  reorganization  cycle 
again.  Things  are  just  beginning  to  level  out.  But  it  is  time  to  ask 
some  new  questions.  How  do  you  rebuild  historical  memory, 
and  how  do  you  build  more  upward  mobility  for  the  car  people? 

Funny,  it's  about  ten  years  since  that  GM  vice  president 
made  that  remark.  F 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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Poison  gills 

The  new  ban  on  ephedra  will  protect  us  from  harm,  right?  Don't  count  on  it: 
The  same  hucksters  are  still  around,  pushing  the  next  multibillion-dollar 
miracles  in  diet  capsules.   


By  Nathan  Vardi 


PACKED  INTO  TIGHT  JEANS 
and  a  dark  golf  shirt,  Robert 
Occhifinto  is  a  picture  of 
defiance.  "I  am  not  going  to 
lie  down,"  says  the  42 -year- 
old,  twice- convicted  felon. 
He  is  suing  the  feds,  trying 
to  stave  off  an  all-but-inevitable  ban  on  the 
ephedra-based  diet  supplement  that  has 
has  made  him  rich.  Occhifinto  has  taken 
his  lumps  before,  spending  18  months  in 
the  slammer  for  money  laundering  after 
selling  chemical  ephedrine  to  a  guy  who 
turned  out  to  be  a  maker  of  methamphet- 
amine  and  8  months  under  house  arrest 
for  importing  liquid  hashish. 

But  this  is  war.  Last  year  in  the  presence 
of  federal  agents  and  the  U.S.  Marshal's 
Service  bearing  warrants,  Occhifinto's 
company,  NVE  Pharmaceuticals,  destroyed 
$4  million  to  $5  million  worth  of  ephedra 
products  called  Yellow  Jackets  and  Black 
Beauties  (which  happen  to  be  street  names 
for  barbiturates  and  amphetamines), 
burying  capsules  in  a  landfill  near  his 


25,000-square-foot  pill  factory  in  the 
dairy-farm  country  around  Andover,  N.J. 
The  backhoes  were  there  because  Sean  Rig- 
gins,  an  Illinois  teenager  and  football 
player,  died  of  a  heart  attack  after  using  Yel- 
low Jackets  made  by  NVE.  Now,  despite  at 
least  30  product  liability  and  wrongful 
death  suits,  Occhifinto  isn't  backing  down. 
Not  with  $80  million  (NVE's  2003  sales)  at 
stake,  most  of  it  from  ephedra-based  sup- 
plements like  Stacker  2,  Yellow  Swarm  and 
Midnight  Stallion.  Says  he:  "I  am  going  to 
fight  to  continue  to  manufacture  ephedra 
till  the  FDA  can  prove  it's  dangerous  when 
used  as  directed." 

What  more  proof  does  he  need?  The 
Food  &  Drug  Administration's  ban  on 
ephedra,  set  for  Apr.  12,  comes  after  16,000 
adverse-event  reports  and  a  government- 
commissioned  study  that  linked  the 
adrenaline-like  stimulant  to  heart  attack, 
stroke  and  death.  For  years  pillmakers 
argued  their  products  were  perfecdy  safe  if 
used  properly.  They — and  their  $18  bil- 
lion-a-year  dietary-supplement  indus- 


try— were  shielded  by  a  1994  law,  the 
Dietary  Supplement  Health  &  Education 
Act  (see  box,  p.  86),  which  permits  the  gov- 
ernment to  restrict  sales  of  botanical- 
based  supplements  only  if  it  can  prove 
unreasonable  public  health  risks. 

Ephedra's  fate  changed  with  the  death 
of  Baltimore  Oriole  pitcher  Steven  Bechler. 
The  23-year-old  fell  ill  during  spring  train- 
ing in  February  2003  and  died  of  compli- 
cations from  heatstroke  the  next  morning, 
leaving  a  pregnant  wife.  Found  in  his  locker 
was  a  bottle  of  Cytodyne  Technologies' 
ephedra-containing  Xenadrine  REA-1.  The 
autopsy  showed  that  ephedra  toxicity  con- 
tributed to  his  death,  leading  to  congres- 
sional hearings  last  summer.  Robert  Chin- 
ery  Jr.,  the  owner  of  Cytodyne,  testified  he 
did  not  believe  Xenadrine  contributed  to 
Bechler's  death,  citing  a  report  Cytodyne 
commissioned  from  New  York  City's  for- 
mer chief  medical  examiner  Michael 
Baden.  Baden  concluded,  said  Chinery,  that 
Bechler  died  of  heatstroke  precipitated  by 
"morbid  obesity,  high  blood  pressure  and 
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heart  disease."  (Bechler,  who  was  6-foot-2, 
weighed  250  pounds,  say  the  Orioles.) 

Ban  or  no,  guys  like  Chinery  and 
Occhifinto  are  here  to  stay.  Americans 
want  a  magic  pill  to  help  lose  weight  with- 
out having  to  eat  less  and  exercise  more — 
and  ephedra,  for  all  its  health  risks,  did  a 
moderately  good  job  of  it  in  the  short 
term.  Some  pill  pushers  will  fight  to  lift  the 
ban.  Others  are  coming  up  with  new 
"miracle"  (and  ephedra-free)  capsules, 
whether  laced  with  green-tea  extract  or  a 
stimulant  known  as  "bitter  orange."  Quite 
a  few  supplement  makers — ten  dominate 
the  $1.7  billion  market  for  weight-loss  pill 


STANDING  ALONE  ROBERT  OCCHIFINTO 


supplements — are  replicating  their  preban 
setups,  armed  with  powerful  sponsors, 
relentless  marketing  and  questionable 
claims  of  efficacy  and  safety.  As  yet,  the 
FDA  has  no  inclination  to  go  after  them. 
And  they've  so  far  largely  managed  to 
avoid  paying  damage  claims  from  cus- 
tomers who  allegedly  died  from  ephedra. 

Perhaps  none  more  cleverly  than 
Chinery,  the  34-year-old  founder  of  Cyto- 
dyne,  in  Manasquan,  N.J.  Few  people  ben- 
efited more  from  the  ephedra  boom  than 
Chinerv,  who  took  in  at  least  SI 65  million 


in  pretax  distributions  from  his  company 
in  the  last  five  years,  tax  records  show.  At 
this  juncture  little,  if  any,  of  the  loot  seems 
likely  to  find  its  way  to  plaintiffs,  even  if 
they're  successful  in  the  dozens  of  personal 
injury  and  wrongful  death  suits  against 
him.  That's  because  Chinery,  according  to 
creditors,  is  insulating  himself  from  liabil- 
ity. Last  October  he  pushed  the  company 
into  bankruptcy,  after  selling  most  of  its 
assets  to  entities  in  which  he  is  a  part 
owner.  (Cytodyne  general  counsel  Shane 
Freedman  says  the  company  was  forced  to 
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ireat  Moments  at  Work. 

foujust  turned  impossible  deadlines  into 
omething  impossibly  good.  Go  team. 
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ntroducing  the  new  Microsoft® Office  System. 

)on't  let  having  multiple  offices  in  multiple  time  zones 
let  in  the  way  of  greatness.  Get  together  in  team  sites  and 
hared  work  spaces  that  allow  you  to  easily  collaborate 
vithin  more  secure,  password-protected  sites.  Now 
'ou're  not  just  a  team.  You're  a  finely  tuned  machine. 
Sear  up  for  great  moments  at  microsoft.com/greatmoments 


10 


Microsoft 


Office 


— — — 


POISON  PILLS 


$1.400 


file  for  bankruptcy  protection  because  los- 
ing a  lawsuit  rendered  it  insolvent.  He 
"categorically  denies"  that  the  bankruptcy 
and  asset  sale  are  part  of  an  elaborate 
attempt  by  Chinery  to  avoid  paying  liabil- 
ities. He  also  claims  Chinery  is  being  vic- 
timized by  plaintiff  attorneys.) 

Chinery  founded  Cytodyne  in  1997 
just  as  the  ephedra  bonanza  was  explod- 
ing. After  graduating  from  high  school  he 
worked  at  his  brother's  dietary  pill  com- 
pany— which  sold  an  ephedra-and- 
caffeine  combination  called  Cyberblast — 
before  branching  out  on  his  own  to  sell 
supplements  through  a  catalog.  That 
became  his  vehicle  to  sell  Cytodyne's  main 
product,  Xenadrine  RFA- 1 . 

With  no  science  back-   

ground,  Chinery  came  up 
with  the  formula  for 
Xenadrine  himself.  He  got 
help  refining  his  idea  from 
Mel  Rich,  a  registered  phar- 
macist who  held  the  biggest 
stake  in  Evergood  Products, 
parent  of  Phoenix  Labora- 
tories in  Hicksville,  N.Y. 
Rich  had  inherited  the  lab 
from  his  father,  Sidney,  who 
built  Phoenix  partly  by 
making  generic  drugs,  but 
Mel  increasingly  became 
involved  in  supplements. 
Chinery  outsourced  pro- 
duction of  Xenadrine  to 
Phoenix,  which  acquired 
raw  materials,  weighed  and 
mixed  the  components  and 
encapsulated  the  product, 
charging  Cytodyne  as  little 
as  $4  for  a  bottle  that  retailed  for  $40.  Chin- 
ery got  a  big  break  in  1998  when  he  per- 
suaded GNC,  the  big  dietary-supplement 
retailer,  to  carry  his  pills.  He  expanded  his 
advertising  from  magazines  to  television. 
Before  he  knew  it,  Xenadrine  found  its  way 
into  Wal-Mart,  Target  and  Eckerd. 

Cytodyne,  with  maybe  1 1  employees 
at  its  peak,  coined  money.  Tax  records 
show  its  cost  of  goods  sold  and  ad  budget 
totaled  $90  million  on  revenues  of  $195 
million  in  2002,  leaving  it  after  some  other 
expenses  with  $68  million  in  profits. 

Chinery  is  not  the  only  one  who  reaped 
huge  profits  from  diet  pills.  A  federal  in- 


dictment against  Michael  Blevins  for 
weapons-related  violations  (to  which  he 
pleaded  not  guilty)  recently  revealed  affi- 
davits of  federal  agents  in  which  they  allege 
that  he  and  the  two  other  owners  of 
Metabolite  International,  Michael  Ellis  and 
William  Robert  Bradley,  siphoned  millions 
of  dollars  in  cash  from  the  company  to  off- 
shore accounts.  Metabolite  356  was  for  years 
the  bestselling  ephedra-containing  diet  pill, 
generating  more  than  $  1  billion  in  revenue 
in  the  five  years  leading  up  to  the  ban. 

Part  of  an  Internal  Revenue  Service 
investigation,  the  documents  appeared  in 
November,  when  they  were  temporarily 
unsealed  in  the  case  against  Blevins.  They 
claim  that  the  company  failed  to  account 


Your  Loss  Is  Their  Gain 

Americans  are  always  looking  for  a  quick  diet  fix.  Sales  of  ephedra 
rocketed— until  the  well-publicized  death  of  pitcher  Steve  Bechler. 
That's  when  sales  of  non-ephedra  diet  pill  supplements  jumped  up 
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Ephedra  blends 
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Source:  Nutrition  Business  Journal  (www.nutritionbusiness.com). 


for  $94  million  in  income  between  1996 
and  1999,  when  Metabolife  356  was  sold 
through  independent  distributors  who 
often  paid  cash.  A  few  days  after  the  docu- 
ments were  unsealed  Metabolife's  outside 
accountant,  Michael  Compton,  commit- 
ted suicide.  The  company  still  faces  a  Jus- 
tice Department  investigation  over 
whether  it  made  false  statements  to  the 
FDA  regarding  the  seriousness  of  adverse- 
event  reports,  including  seizures  and 
strokes  caused  by  Metabolife  356.  (At  last 
summer's  congressional  hearings,  Ellis 
pleaded  the  Fifth.)  Metabolife  denies, 
through  its  lawyer,  Stephen  Mansfield,  any 


involvement  in  any  illegal  conduct,  saying 
the  government  is  chasing  inaccurate  alle- 
gations from  disgruntled  ex-employees. 

Metabolife  soldiers  on.  Its  new  presi- 
dent is  Ron  L.  Cunningham,  a  onetime 
executive  of  UGG  Holdings,  a  maker  of 
footwear,  including  the  now-famous 
sheepskin  boot.  But  Ellis  and  Blevins,  both 
of  whom  were  convicted  in  connection 
with  a  late- 1980s  conspiracy  to  manufac- 
ture methamphetamine,  are  still  in  control. 
The  company  has  quit  making  pills  laced 
with  ephedra  and  has  a  line  of  green  tea, 
caffeine-free  and  bitter-orange  products. 

Bitter  orange  has  become  the  next  big 
diet  thing.  Like  many  of  his  peers,  Chinery 
has  been  hawking  an  ephedra-free  replace- 
ment, Xenadrine  EFX, 
which  includes  citrus 
aurantium,  or  bitter 
orange.  Citrus  aurantium 
contains  synephrine, 
which,  like  ephedrine  and 
amphetamine,  is  a  stimu- 
lant that  mimics  adrena- 
line. Its  fans  say  that 
synephrine,  like  ephedra, 
can,  in  combination  with 
caffeine,  suppress  appetite 
and  boost  metabolism  so 
the  body  burns  its  own  fat. 

But  adrenaline-like 
compounds  that  boost 
metabolism  have  a  habit  of 
also  boosting  blood  pres- 
sure and  heart  rate.  "They 
are  adjusting  synephrine  to 
the  same  pharmacological 
potency  so  that  it  will  have 
the  same  cardiovascular  and 
neurological  effects  of  ephedrine,"  says 
Arthur  Grollman,  professor  of  medicine 
and  pharmacology  at  the  State  University 
of  New  York,  Stony  Brook.  "Without  wait- 
ing another  nine  years  for  people  to  die,  we 
can  predict  with  great  assurance  what  the 
toxic  effects  will  be."  Chinery's  new  prod- 
uct also  throws  in  hordenine,  a  stimulant 
banned  by  horse  racing  organizations  that 
deem  it  a  prohibited  substance;  Cytodyne 
claims  the  2  milligrams  of  hordenine  in 
each  Xenadrine  EFX  pill  is  pharmacologi- 
cally inactive.  In  February  New  York 
Democratic  Senator  Charles  Schumer 
called  bitter  orange  ephedra's  "kissing 


82     FORBES  -  April  19.2004 


PRINT. 


Ciick-N-Ship.  It's  everything  you  need  to  ship  your  packages  online.  You  can  calculate  rates,  print  labels,  pay  postage  and  even  get 
free  Delivery  Confirmation™  service  for  your  Priority  Mail®  packages.  Then  just  hand  the  package  to  your  mail  carrier.  It's  that  easy. 
To  get  started,  visit  usps.com/clicknship  and  you're  on  your  way. 


F^l  UNITED  STATES  

POSTAL  SERVICE 


POISON  PILLS 


Cytodynfi  Technologies 
President 


cousin"  and  asked  the  FDA  to  ban  it,  too. 

Not  likely  anytime  soon.  Since  dietary 
supplement  makers  don't  have  to  prove 
safety,  Congress  has  relied  on  public  studies 
for  facts.  In  2002  the  National  Institutes  of 
Health  funded  569  grants  worth  $171  mil- 
lion for  such  research.  But  Paul  Coates, 
director  of  the  NIH's  office  of  dietary  sup- 
plements, says  his  budget  is  too  slim  to  set- 
tle unanswered  questions  about  compo- 
nents in  these  products.  Few  researchers  are 
using  NIH  funds  to  study  bitter  orange. 
One  of  them  is  Christine  Haller,  an  assis- 
tant professor  at  the  University  of  Califor- 
nia, San  Francisco,  and  a  veteran  of  the 
ephedra  wars.  But  she  is  just  starting. 

The  bitter-orange  hype  machine  is  run- 
ning far  ahead  of  credible  research.  Recent 
ads  for  Xenadrine  FFX  in  fitness  magazines 
blare  that  it  has  been  "clinically  tested"  to 
outperform  ephedra-based  products  in 
"boosting  of  metabolism  and  resulting 
caloric  expenditure."  On  what  is  this 
based?  The  first  claim  comes  from  an 
abstract  of  a  study  submitted  to  a  confer- 
ence called  "Interaction  of  Physical  Activity 
and  Nutrition"  in  2002.  The  abstract  details 
a  study  of  10  healthy  adults — puny 
compared  with  a  Sanofi-Synthelabo 
weight  loss  study  with  6,600  sub- 
jects. The  10  took  servings  of 
Xenadrine  EFX  and  reported  that  it 


UNDER  ATTACK  CHINERY  ON  THE  HILL 


enhanced  metabolism  and  caused  no  unto- 
ward events.  The  study  was  never  pub- 
lished in  any  recognized,  peer-reviewed 
medical  journal.  The  second  claim  cites 
another  abstract,  summarizing  a  study  of 
six  people,  published  in  the  Journal  of 
American  College  of  Nutrition  in  October 
2002,  which  insists  Xenadrine  EFX  did  not 
cause  heart  rate  change  but  increased 
metabolism.  It  ends  by  saying,  "future 
studies  should  examine  the  effects  of  this  ! 
dietary  supplement  over  the  longer  term  ; 
on  body  weight."  More  than  18  months 
later  the  paper  on  which  the  abstract  rests 
has  not  been  reviewed  by  peers  or  pub- 
lished in  a  recognized  medical  journal. 

The  author  of  these  abstracts  is  Dou- 
glas Kalman,  who  holds  an  M.S.  from 
Hunter  College  in  clinical  nutrition.  He 
serves  as  director  at  Miami  Research  Asso- 
ciates, which  claims  to  do  clinical  studies 
on  a  range  of  drugs  treating  everything 
from  cardiology  and  gastroenterology  to 
weight  loss  and  women's  health.  He  also 
worked  for  Chinery  in  the  past.  That  was 
back  in  1999,  when  Cytodyne  retained 


Peak  Wellness,  a  Greenwich, 
Conn,  medical  center  run  by 
Carlon  Colker,  M.D.  and  author 
of  the  Greenwich  Diet,  to  conduct 
a  clinical  study  on  the  effective- 
ness of  the  ephedra-containing 
I  Xenadrine  RFA-l.  Cytodyne  paid 
Colker  about  $5,000  per  month 
after  the  study  to  field  calls  from 
customers  and  make  conference 
appearances.  It  was  Kalman  who 
conducted  the  study  and  pub- 
lished an  abstract  in  Obesity 
Research  Journal  in  January  2000 
A  that  showed  subjects  who  took 
A   Xenadrine  RFA-l  experienced 
■  greater  fat  loss  than  those  in  a 
|  placebo  group.  But  the  journal 
refused  to  publish  the  research 
paper  after  Kalman  submitted  it 
(he  eventually  got  it  into  Thera- 
peutic Research  Journal). 

That  study  came  in  for  a  spe- 
cial drubbing  by  a  San  Diego 
Superior  Court  jurist.  Ruling  in  May  2003 
on  a  class  action  filed  against  Cytodyne  in 
California  alleging  the  state's  consumers 
had  been  defrauded  by  ads  claiming 
weight-loss  benefits  from  its  pills,  Judge 
Ronald  Styn  said  that  Chinery  "probably 
encouraged  Mr.  Kalman  to  use  the  num- 
bers that  exaggerated  the  results"  of  the 
study  and  that  "it  appears  that  Mr. 
Kalman  went  through  and  picked  and 
chose  the  data  which  would  give  the  most 
favorable  results."  Judge  Styn  found  that 
both  Chinery  and  Colker  lacked  credibility 
and  ordered  Cytodyne  to  pay  $12.5  mil- 
lion to  California  consumers.  In  its 
defense,  Cytodyne  points  out  that  it  is  one 
of  the  few  companies  in  the  industry  that 
bothers  to  conduct  product-specific  clini- 
cal trials  and  blames  the  verdict  on  Cali- 
fornia's lax  ad  laws.  Kalman  and  Colker, 
through  their  attorney,  deny  ever  manipu- 
lating data  and  stand  by  their  research. 

The  attorney  general  of  New  Jersey 
and  several  California  district  attorneys 
have  since  sued  Cytodyne  under  state  law 
for  false  advertising.  Cytodyne  plans  to 


JUDGE  STYN  FOUND  BOTH  CHINERY 
AND  COLKER  LACKED  CREDIBILITY. 


84     FORBES"  April  19,  2004 


SCOTLAND  HAS  ALWAYS  LAID  CLAIM  TO  WHAT  JS 
N0W  ONE  OF  THE  MOST  SOUGHT-AFTER  COMMODITIES 
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BRUTAL  HONESTY. 


Now  more  than  ever,  candor  is  a 
critical  asset  in  every  financial  partnership. 
But  in  Scotland,  honesty 
isn't  a  new  policy.  It's 
a  centuries-old  tradition. 
We  balance  financial 
acumen  and  absolute 
integrity.  Free  thinking  and 
blunt  sincerity.  The  result? 
An  innovative,  inquisitive  and 
brutally  honest  lot  working 
to  improve  on  everything  around  them. 

This  environment  brought  about  the 
basis  for  modern  banking.  The  Bank  of 
Scotland.  The  first  pound  note.  Even 
Adam  Smith,  the  father  of  economics, 
hailed  from  the  land  of  golf  and  glens. 


Smith,  by  no  coincidence  a  professor 
of  moral  philosophy,  infused  ethics  into 


economics.  He  asserted  the  world  would 


be  successful  if  countries  pursued  what  they 


did  best  and  shared 
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appeal  the  California  class  action  and 
points  out  that  the  chairman  of  the  Fed- 
eral Trade  Commission,  Timothy  Muris, 
has  in  the  past  favorably  testified  on  its 
ads,  "demonstrating  the  credibility  of  the 
advertisements."  Muris  was  indeed  once  a 
paid  expert  witness  for  Cytodyne.  The 
FTC,  which  is  charged  with  protecting  con- 
sumers from  deceptive  practices  in  the 
market,  has  filed  more  than  100  actions 
challenging  the  advertised  claims  of 
dietary  supplements,  but  agency  officials 
say  they  do  not  have  the  resources  to  go 
after  all  dubious  weight-loss  products.  The 
FTC  has  never  filed  a  case  against  Cyto- 
dyne— and  refuses  to  say  whether  it  has 
investigated  the  company. 

Perhaps  the  feds  think  there  is  no  point. 
The  very  morning  that  class-action  plain- 
tiffs were  preparing  last  October  to  freeze 
Cytodyne's  assets  after  Judge  Styn's  ruling, 
Chinery  thwarted  them  by  filing  for  Chap- 
ter 11.  Court  records  suggest  that  Chinery 
had  been  preparing  for  such  a  moment.  He 
had  renamed  the  company  Nutraquest  and 
sold  nearly  all  of  Cytodyne's  assets,  includ- 
ing its  accounts  receivable  and  inventory,  to 
two  limited  liability  companies  called  Ever- 
rich  and  Evermel.  The  names  of  those 
companies  would  later  be  changed  to  Cyto- 
dyne and  Cytodyne  I,  both  87.5%  owned 
by  Evergood,  the  parent  of  Phoenix  Labs, 
controlled  by  Mel  Rich.  Chinery  has  used 


two  additional  limited  liability  companies, 
court  documents  show,  to  hold  on  to 
12.5%  of  Cytodyne  and  Cytodyne  I. 
Another  entity,  which  owned  the  rights  to 
Xenadrine  EFX  and  is  controlled  by  Chin- 
ery's  wife,  has  licensed  the  marketing  rights 
to  Cytodyne  in  return  for  royalties.  It's 
these  entities  that  currendy  produce,  adver- 
tise and  sell  products  under  the  Cytodyne 
brand,  including  Xenadrine  EFX. 

As  for  Nutraquest,  its  assets  consist 
only  of  $2  million  in  cash  and  the  $12.6 
million  in  notes  payable  by  Cytodyne  and 
Cytodyne  I.  Meantime,  Chinery  has  told 
creditors  that  his  plan  for  Nutraquest's 
reorganization  rests  on  new  weight-loss 
pills  and  "hair  support"  products.  By  filing 
for  bankruptcy  protection  he  has  also  been 
able  to  consolidate  all  53  personal  injury 
and  wrongful  death  claims  into  one  fed- 
eral court  in  New  Jersey. 

Those  claims  may  soon  pile  up.  There 
could  be  "a  couple  billion  dollars  worth," 
says  the  bankruptcy  judge  in  charge, 
including  a  $600  million  suit  filed  by  the 
widow  of  pitcher  Steven  Bechler.  Plaintiffs 
can  forget  about  collecting  insurance.  The 
company's  policies  only  add  up  to  maybe 
$7  million  in  coverage,  court  documents 
show.  "Chinery  pulled  out  millions  upon 
tens  of  millions  from  the  company,  putting 
it  in  a  position  where  it  couldn't  pay  its 
debts,"  says  David  Noonan,  who  represents 


California  consumers  in  the  class  action. 
"The  transactions  are  highly  suspicious, 
and  we  are  investigating  to  see  whether 
they  were  fraudulent  and  done  to  prevent 
us  from  collecting  on  a  valid  judgment." 

Not  so,  says  the  company,  which  calls 
the  asset  sale  a  fair  transaction  long  in  the 
works  to  support  fast-growing  sales.  "We 
had  an  obligation  to  file  for  bankruptcy 
and  treat  all  of  our  potential  creditors 
equitably,  otherwise  the  creditors  from  the 
California  verdict  would  get  everything 
and  other  creditors  would  get  nothing," 
says  Nutraquest  lawyer  Shane  Freedman. 
"Bob  Chinery  has  absolutely  nothing  to 
hide  at  all  and  has  done  nothing  wrong." 

Back  in  New  Jersey,  NVE's  Occhifinto  is 
making  his  stand,  claiming  the  FDA's  evi- 
dence against  ephedra  is  weak.  In  a  lawsuit 
that  alleges  the  government  is  "acting  ...  in 
excess  of  the  FDA's  statutory  jurisdiction," 
he  is  asking  a  federal  court  to  set  aside  the 
ban.  But  the  judge  may  very  well  toss  out 
the  suit,  so  Occhifinto  is  hedging  his  bets. 
He  recendy  expanded  into  10,000  square 
feet  of  new  factory  space  to  make  protein 
bars  crammed  with  nothing  more  harmful 
than  peanut  butter  and  Smucker's  jelly.  In 
addition  to  his  non-ephedra  pills,  he  also 
plans  to  offer  teas  and  a  "liquid  lunch" 
product.  Still,  he'd  like  nothing  better  than 
to  continue  to  make  Stacker  2.  "Ephedra," 
he  sighs,  "that's  the  brass  ring."  F 


Who's  Protecting  You? 


The  Dietary  Supplement  Health  &  Education  Act  of  1994  requires  the  feds  to  show  that  a  supplement  is  putting  the 
public  at  unreasonable  risk  before  it  can  take  it  off  the  market.  Unlike  drugs,  supplements  derived  from  botanical  or 
other  natural  sources  can  be  sold  over-the-counter  without  proof  they  are  safe  and  effective.  The  pill  pushers  don't 
even  have  to  report  problems  to  the  FDA,  as  drugmakers  do. 

The  FDA  first  tried  to  restrict  ephedra  sales  in  1997  but  backed  off  after  the  General  Accounting  Office  claimed  there 
wasn't  enough  evidence.  The  FDA  has  no  authority  to  require  safety  studies;  it  was  a  2003  report  commissioned  by  the 
National  Institutes  of  Health  and  a  review  of  a  key  study  the  FDA  received  only  last  year  that  got  the  ball  rolling. 

Light  regulation  is  particularly  popular  jn  Utah,  where  dietary  supplements— at  $3  billion  a  year— are  the  state's  third- 
largest  industry.  Orrin  Hatch,  the  state's  Republican  senator  and  coauthor  of  the  1994  law,  has  taken  flak  over  the  years 
for  the  $157,000  in  campaign  contributions  from  the  industry  and  the  $2  million  in  fees  that  supplement  companies  have 
reportedly  tunneled  to  his  lobbyist  son.  But  he  argues  that  people  need  the  supplements  and  that  because  their  concoc- 
tions can't  be  patented,  pillmakers  can't  afford  to  test  for  safety.  He  concedes  the  FDA  was  right  to  ban  ephedra  and  needs 
funds  to  go  after  the  "small  number  of  products  that  do  raise  serious  concerns." 

The  ephedra  ban  marks  the  first  time  since  1994  that  the  FDA  has  pulled  a  supplement  from  the  market.  But  maybe  the 
agency  is  building  its  courage  for  more  action.  Last  month  it  sent  letters  to  23  companies  warning  them  to  remove  products 
that  contain  the  steroid  precursor  androstenedione.  Marketed  as  a  muscle  enhancer,  the  supplement,  says  the  FDA,  may 
cause  bones  to  stop  growing  in  children,  breasts  to  enlarge  in  men  and  male-pattern  baldness  to  afflict  women.  —  N.  V. 
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MATTHEW  SZULIK  MAKES  A  VERY  ATTRACTIVE 
target.  The  6-foot-5  chief  executive  of  Red  Hat 
stands  in  the  pit  of  a  small  auditorium  at  Stan- 
ford University's  Gates  (as  in  Bill)  Computer 
Science  Building.  He  has  just  wrapped  up  his 
presentation  to  75  computer  scientists  on  the  future  of  soft- 
ware, and  the  grilling  begins. 

"Why  are  you  charging  me  more  now?"  asks  a  guy  in  the 
front  row.  A  year  ago  Red  Hat  announced  a  fivefold  increase 
in  support  fees  for  its  version  of  Linux,  the 
computer  operating  system  created  in  "open-       I  6  C  fl  tl 
source"  fashion  by  a  global  band  of  pro- 
grammers and  freely  available  online.  Then 
from  a  professor  in  the  middle  of  the  room:  "Why  would  I 
create  new  software  if  it  has  to  be  open  and  someone  can 
quickly  rip  it  off  at  my  expense?" 

Szulik  responds  diplomatically  but  fails  to  quell  his  ques- 
tioners. On  tech  Web  sites  he  is  accused  of  "parasiting"  on 
Linux  and  being  "unethical"  and  "the  Microsoft  of  open 
source."  Fortunately,  he  has  learned  to  handle  confrontation. 
"How  lucky  I  am  that  people  have  that  kind  of  passion  for  a 
business  I'm  involved  in,"  he  says  afterwards.  "Besides  us,  the 
software  industry  is  so  boring  right  now." 

Red  Hat's  mission  is  more  daunting  than  boring:  It  is  try- 
ing to  prove  that  a  profitable  business  can  be  built  around 
free,  open-source  software.  The  stuff  is  proliferating  wildly  on 
corporate  servers,  thanks  to  low  cost  of  entry  and  its  ability  to 
undergo  change  more  easily  than  Microsoft  Windows  or  any 
of  the  flavors  of  Unix  sold  by  IBM,  Sun  Microsystems  or 
Hewlett-Packard.  According  to  Netcraft.com,  67%  of  Web 
servers  run  on  the  open-source  program  Apache.  Gartner  says 
80%  of  its  clients  with  more  than  500  PCs  use  Linux  in  some 
form.  It  powers  Amazon.com,  Google  and  the  trading  plat- 
form of  Morgan  Stanley. 

But  the  rise  of  Linux  threatens  to  introduce  brutal  com- 


modity economics  to  an  industry  accustomed  to  fat  margins 
and  customer  lock-in.  Any  programmer  can  see  and  legiti- 
mately copy  the  building  blocks  that  make  the  software  work. 
All  that's  left  for  vendors  is  to  compete  on  price  and  service. 
Analysts  expect  Red  Hat's  prices  to  drop  up  to  20%  a  year. 
Another  obstacle  is  new  uncertainty  over  who,  if  anyone, 
owns  Linux.  Utah-based  SCO  Group  has  sued  IBM,  AutoZone 
and  DaimlerChrysler  for  using  Linux  in  violation  of  SCO's 
patents  on  the  related  Unix  operating  system.  In  response, 
Red  Hat  sued  SCO  and  told  customers  that 
Q  I  Q     V      any  offending  code  will  be  replaced. 


For  now  Szulik  is  profiting  in  this  uneven 
landscape.  Red  Hat's  300  developers  work 
alongside,  and  freely  exchange  blocks  of  code  with,  the 
300,000-strong  open-source  community.  Despite  charging 
less  than  rivals,  Red  Hat  still  gets  87%  gross  margins  on  its 
software.  Szulik  keeps  the  Linux  activists  happy  by  devoting 
21%  of  Red  Hat's  revenue  to  open-source  development  while 
making  sure  his  engineers  lead  big  initiatives  in  the  open- 
source  community. 

But  Linux's  intellectual-property  rules,  based  on  what  is 
called  the  GPL  license,  force  Red  Hat  always  to  reveal  its  source 
code,  the  readable  development  commands  that  power  soft- 
ware, along  with  any  new  features  it  has  added.  In  February 
Red  Hat  unveiled  a  new  threading  system  that  lets  multiple 
functions  occur  at  once  on  a  single  processor.  Novell,  which 
sells  a  Linux  OS  called  Suse,  legally  grabbed  Red  Hat's  code  off 
the  Web  and  had  the  same  threading  system  out  in  a  week. 
Red  Hat  can  do  the  same  with  its  rival's  tricks.  "We  com- 
moditize  our  innovations,"  says  Szulik. 

Red  Hat  can  compete  with  free  Linux  versions  so  long  as 
its  corporate  customers  need  a  hand  to  hold  along  the  way. 
Szulik  claims  65%  of  the  companies  that  were  running  Red  Hat 
for  just  $60  per  machine  per  year  are  now  willing  to  pay  much 
more  for  a  business-sawy  OS  that  comes  with  round-the-clock 


service  and  support.  In  two  years  Red  Hat  has  lined  up  206,000 
subscriptions  from  firms  like  UBS,  BP  and  Oracle,  with  the  aver- 
age customer  paying  $465  per  machine  per  year  for  up-to-date, 
bug-fixed  versions  of  Linux.  That's  down  from  $524  in  three 
months.  At  any  point  they  could  stop  sending  checks  and  sup- 
port the  software  themselves.  "This  is  a  totally  different  kind  of 
relationship  between  vendors  and  customers,"  says  Szulik.  Rev- 
enue grew  38%  to  $126  million  over  the  last  year  (mainly 
through  subscriptions),  with  $14  million  in  profit. 

Szulik,  who  joined  as  chief  executive  in  1998,  wants  Red 
Hat  to  be  "the  defining  technology  company  of  the  21st  cen- 
tury," a  phrase  he  uses  to  launch  every  meeting.  Instead  of  just 
server  operating  systems,  he  wants  Red  Hat  selling  application 
server  software,  storage  systems  and  even  desktop  applica- 
tions. In  the  next  few  months  he  plans  to  release  a  product  for 
corporate  PCs,  taking  on  Windows.  In  January  he  raised 
$585  million  in  a  bond  offering  to  fund  future  acquisitions. 

The  categories  Szulik  targets  are  crowded  with  open- 
source  upstarts:  There's  MySQL  and  Sleepycat  in  database 
software,  and  JBoss  and  Gluecode  in  application  servers.  IBM, 
Dell  and  Hewlett-Packard,  which  account  for  more  than  half 
of  Red  Hat's  sales,  are  determined  to  offer  customers  Linux 
from  both  Red  Hat  and  Novell.  E-Trade,  an  early  Red  Hat  cus- 
tomer, now  also  uses  Novell's  Linux. 

Customers  welcome  the  face-off,  given  years  of  Microsoft 
monopoly.  "Having  two  strong  players  competing  vigorously 
is  goodness  in  this  industry,"  says  Martin  Fink,  vice  president 
of  HP's  Linux  initiatives. 


When  Szulik  arrived  at  Red  Hat  in  1998  after  stints  at  Inter- 
leaf and  Maplnfo,  its  revenue  came  from  retail  sales  of  a  shrink- 
wrapped  Linux  OS  and  follow-on  monthly  fees  for  bug  fixes. 
The  code  was  free  to  download,  but  it  was  too  unstable  for 
customers  wanting  hassle-free  systems.  Users  were  devout  techies, 
many  of  whom  paid  for  one  machine's  support  while  copying 
the  OS  on  hundreds  of  others.  Red  Hat  engineers,  mostly  young 
diehards,  were  okay  with  the  sloppy  business  model.  "Customer 
support  phones  were  ringing  off  the  hook  while  our  guys  were 
playing  slot-car  games  in  the  hallway,"  recalls  Szulik. 

In  the  fall  of  2001  he  got  the  word  out  that  Red  Hat  had  to 
act  like  a  real  software  company  to  get  real  customers.  Half  the 
engineers  left  within  six  months.  "People  said  I  sold  out.  I 
would  walk  through  engineering  labs  and  no  one  would  talk 
to  me,"  he  says.  Szulik  hired  250  new  developers  and  support 
and  sales  folks  who  had  experience  with  corporate-grade  soft- 
ware. He  forced  engineers  to  get  ideas  from  firms  such  as 
Credit  Suisse  First  Boston  and  launch  projects  in  the  open- 
source  world  for  relevant  features,  such  as  software  that  can 
handle  heavy  loads  of  simultaneous  transactions. 

With  help  from  the  vast  Linux  network,  Red  Hat's  first 
server  operating  system  was  ready  by  May  2002,  having  taken 
only  six  months  to  build;  most  firms  would  have  required 
years  to  build  one.  It  runs  on  seven  different  hardware  archi- 
tectures (Intel's  32-bit  was  the  only  option  previously)  and 
has  many  Unix  and  Windows  features  that  corporate  buyers 
demand.  Managers  can  control  hundreds  of  computers 
remotely  and  can  automatically  roll  out  bug  fixes  across  them 
all.  Red  Hat  added  links  so  its  Linux  can  operate 
smoothly  alongside  software  from  stalwarts  such  as 
Oracle,  SAP,  IBM  and  PeopleSoft. 

Szulik  thinks  of  his  company  as  software's  new 
missionary.  "This  is  democratization  of  technol- 
ogy," he  says.  "I'm  still  chasing  the  dream.  We've  got 
a  lot  of  work  to  do."  F 


Seaso 


Matthew  Szulik  figured  out  a  way 
make  money  selling  free  software.  So  much  for 

plaudits.  He's  Been  called  a  sellout, 
a  parasite  and  the  ruination  of  the  industry. 


BY  VICTORIA  MURPHY 
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Time  to  Trash  Your  VCR? 


Now  it's  time  to  check  out 
new  DVD  recording  options. 


A DUSTY  SHELF  OF  HOME  VIDEOTAPES  OF  YOUR 
child's  early  years  sparks  an  idea:  If  you  transferred 
them  to  DVD,  you  might  actually  watch  them  once 
in  a  while.  At  minimum  you'd  be  preserving  them 
for  posterity  on  a  more  stable  medium.  So  how 
hard  is  it — and  how  expensive? 

The  easiest  way  is  to  have  pros  do  the  job  for  you.  Many 
local  retailers  can  send  your  tape  to  an  outfit  called  YesVideo. 
About  two  weeks  and  $25  later,  you  get  the  tape  back  along  with 
a  DVD-R  copy  of  it.  You  also  get  three  short  "music  videos"  that 
the  company's  software  edits  from  your  footage  and  synchs  to 
mood  music  in  three  separate  styles  we  might  as  well  call 
Awestruck,  Upbeat 
and  Dreamy. 

The  cuts  do  tend 
to  match  the  rhy- 
thm of  the  tunes, 
but  on  my  discs  the 
system  often  chose 
shots  that  I  probably  wouldn't 
have,  including  accidental  close- 
ups  of  my  Gore-Tex  jacket's  green 
sleeve  and  the  back  of  a  fellow 
whale-watcher's  noggin.  But  you 
can  always  watch  the  original 
footage  in  its  entirety— up  to  two 
hours  per  disc.  I  found  the  quality 
virtually  indistinguishable  from 
the  original. 

If  you  want  to  do  the  transfer 
yourself,  you  need  a  DVD  burner — 
one  that  comes  in  or  attaches  to 
your  computer,  or  a  separate  stand- 
alone unit  that  looks  like  a  regular 
DVD  player.  Then  you  need  to  hook 
up  the  VCR  to  the  recording  device. 
With  a  stand-alone  unit,  that's  easy; 
you  simply  run  a  yellow  video  cable 
and  red-and-white  audio  cables 
from  the  VCR's  "out"  jacks  to  the 
DVD  recorder's  "in"  jacks.  The 
cable-phobic  may  prefer  the  $500 
GoVideo  VR4940  DVD  Re- 
corder-!-VCR,  which  puts  DVD  and 
VHS  recorders  in  one  box.  Put  a  tape 
in  the  slot,  a  blank  disc  in  the  drive, 
press  a  few  buttons,  and  off  you  go. 
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You  can  do  more  if  you  use 
computer,  but  things  get  trickiei 
A  few  PCs,  like  those  based  01 
Microsoft's  Windows  Medi 
Center  platform,  come  wit! 
standard  video  inputs.  Mos 
don't.  In  that  case  you  may  wan 
a  device  like  the  $100  DVD 
Xpress  from  ADS  Tech  that  can 
send  video  from  your  VCR  up  ; 
USB  cable  to  your  PC.  Many  dig 
ital  camcorders  can  also  forwarc 
video  from  VCRs  direcdy  to  the  computer  through  a  Fire  Wire  o 
USB  2.0  connection;  others  require  you  to  produce  a  digita 
videotape  as  an  intermediate  step. 

Do-it-yourself  is  cheap — name-brand  DVD  blanks  can  b« 
had  for  under  $1 — but  it  isn't  exactly  a  thrill.  No  matter  how 
fast  the  DVD  drive  claims  to  be,  the  process  will  take  at  least  as 

long  as  the  tape  does  to  play.  Yoi 
can't  fast-forward  to  speed  thing: 
up  unless  you  want  speeded-up 
footage  on  the  disc.  When  the 
transfer  is  done,  a  stand-alone  DVE 
recorder  will  take  a  few  minutes  tc 
"finalize"  the  disc  so  that  you  car 
play  it  on  most  standard  DVD  play 
ers.  But  with  a  computer,  once 
you've  spent  a  full  hour  capturing 
an  hour's  worth  of  recording,  the 
work  has  just  begun.  After  the 
video  ends  up  on  your  hard  drive 
processing  it  and  getting  it  to  the 
DVD  can  take  many  minutes  more 
depending  on  the  speed  of  the 
computer  and  drive. 

But  if  you  want  good-looking 
menus  and  titles,  computers  beat 
stand-alone  recorders.  DVD-burn 
ing  software  makes  it  relatively 
easy  to  divide  material  up  and 
create  thumbnails  and  menus  in 
your  choice  of  fonts  and  colors;  if 
you  take  considerable  time  to  edit 
your  video,  it  will  look  even  bet 
ter.  Editing  and  titling  functions 
on  stand-alone  DVD  players  are 
bare-bones;  the  disc  menu  you  get 


COMPANIES  THAT  WERE 
JUST  IDEAS  YESTERDAY 
RUN  SAP 


THE  BEST-RUN  RUSINESSES  RUN  SAP  SAB 


What  if  you're  onto  something  big,  but  aren't  big  yet?  Start  with  SAP  solutions  for  small  and  midsize  companies. 
Solutions  designed  to  fit  any  size  business  —  and  any  size  budget.  And  because  they're  built  with  expansion  in 
mind,  they  won't  just  help  you  grow,  they  will  grow  w  ith  you.  Visit  sap.com/ideas  or  call  800  880  1727,  because 
we  have  a  few  big  ideas  of  our  own. 
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typically  has  all  (he  esthetics  of  a  Commu- 
nist-era Russian  car. 

The  dirty  little  secret  of  DVD  recording: 
The  discs  themselves  come  in  five  basic  fla- 
vors, but  none  is  universally  compatible  with 
all  players.  Each  has  its  pluses  and  minuses,  lit- 
erally. DVD-R  and  DVD-RW  (with  a  dash  or  a 
minus  sign)  compete  with  DVD+R  and 
DVD+RW  (with  a  plus  sign)  in  record-once 
and  rerecordablc  media.  DVD-RAM  is  rere- 
cordable  only.  While  some  drives  can  record  in 
multiple  formats,  most  can  record  in  only  one 
format  (plus,  dash  or  RAM).  When  it  comes  to 
playback,  there  is  no  sure  way  of  knowing 
what's  going  to  work.  In  my  experience,  the 
dash  R  and  plus  R  discs  appear  to  be  the  most 
widely  compatible  with  standard  players. 

I  tested  the  unique  GoVideo  unit  along- 
side Gateway's  budget-price  AR-230  DVD 
recorder.  The  GoVideo  records  only  dash 
discs,  the  $300  Gateway  only  plus.  Both  made 
decent  copies  of  videos  at  compression  ratios 
that  created  one-  or  two-hour  discs;  four-hour 
modes  were  inferior  but  watchable.  Gateway's 
six-hour  mode  is  too  fuzzy  to  use. 

Both  units  have  internal  TV  tuners  and 
timers,  which  means  that  in  theory  you  can 
use  them  to  record  shows  just  as  you  did  with  your  old  VCR — at 
significantly  higher  quality.  But  in  practice  you  can't.  Neither 
unit  can  change  the  channels  on  a  cable  or  satellite  box,  which 
rules  out  timer  recording  unless  you  get  your  signal  off  the  air  or 
directly  from  analog  cable. 

Even  my  five-year-old  VCR  has  something  called  an  IR  blaster 
that  mimics  the  infrared  codes 
of  a  set-top  box's  remote  to 
change  the  channel  for  timed 
recordings;  neither  of  these 
DVD  recorders  does.  Too  bad, 
because  picture  quality  can  be 

excellent,  and  it's  virtually  impossible  to  accidentally  overwrite 
old  shows.  But  a  disc  can  run  out  of  room,  another  reason  to 
covet  a  TiVo.  By  the  way,  trying  to  record  from  prerecorded  discs 
and  tapes  will  generally  fail. 

The  Gateway  suffers  from  a  perfunctory  manual,  an  awkward 
remote  and  a  design  glitch  that  can  stymie  you  if  you  happen  to 
first  connect  it  via  its  initially  disabled  component-video  outputs, 
as  I  did,  to  a  high-definition  display.  Progressive-scan  playback  on 
an  HD-ready  set  was  easily  the  worst  I've  seen;  test  patterns  jittered 
on  the  screen,  and  those  failings  were  visible  in  movies,  too. 

GoVideo's  manuals  err  on  the  side  of  too  much  detail,  poorly 
organized;  I  still  don't  understand  how  to  get  its  rudimentary 
editing  functions  for  DVD-RW  discs  to  work.  The  instructions 
for  the  all-important  "finalizing"  process  are  buried  in  the  mid- 
dle of  the  manual — though  still  better  than  the 
nonexistent  assistance  in  Gateway's  pamphlet. 


Within  the  next  couple  of  years,  recording 
is  likely  to  be  built  into  every  DVD  player. 


GoVideo  VR4940  DVD  Recorder+VCR:  an  easy  way  to  turn  tapes  into  DVDs. 

And  compared  with  my  old  VCR,  this  one's  output  seemed  gar- 
ish and  jittery  when  playing  older  tapes  in  worn  condition. 

The  most  depressing  thing  about  this  exercise  is  how  lousy 
those  old  VHS  tapes,  including  commercially  produced  ones, 
look  in  today's  DVD  and  hi-def  world.  Blotchy  color,  random 
glitches  and  fuzzy  resolution  come  standard  and  get  worse  with 

age.  It's  a  shame  a  DVD  trans- 
fer can't  somehow  make  tapes 
look  better.  At  least  it  won't 
make  them  look  worse. 

Still,  this  may  not  be  the 
best  time  to  buy  a  stand-alone 
DVD  recorder.  Double-layer  discs  and  drives  that  can  handle  them 
are  beginning  to  make  their  way  to  market,  potentially  doubling 
maximum  playing  time  per  disc.  Apex  Digital  and  Philips  soon 
will  include  a  version  of  Yes  Video's  auto-chaptering  software  in 
new  DVD  recorders.  High-definition  recorders  are  already  on  the 
market  in  Japan  at  stratospheric  prices  that  will  inevitably  plunge. 
And  over  the  next  couple  of  years  recording  is  likely  to  become  a 
function  built  into  every  DVD  player  and  computer. 

The  good  news  is  that  we're  about  to  quit  ugly  old  VHS  for- 
ever. There  are  some  places  where  analog  still  beats  digital,  but 
video  recording  is  not  one  of  them.  F 
My  lambasting  of  Lawrence  Lessig's  new  book  (FORBES, 
Mar.  29)  struck  a  nen'e:  Tlxe  professor  went  after  me  in  his  Weblog. 
You'll  find  my  response  at  my  Web  address  below. 


Forbes 


Stephen  Manes  (steves  cranky.com)  was  cohost  of  Digital  Duo  and  has  been  covering 
technology  for  two  decades.  Visit  his  home  page  at  www.forbes.com/manes. 
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High-end  Rivendell  bicycles  are  as  intriguing— and 
quirky— as  the  guy  who  makes  them. 


BY  DAVID  WHELAN 

HE  IS  KNOWN  IN  THE  BICYCLE  INDUSTRY  AS  THE  "RETRO- 
grouch."  Grant  Petersen  doesn't  like  the  label,  but  he  pleads 
guilty  to  spurning  titanium  and  carbon  fiber  in  favor  of  good 
old-fashioned  steel  and  preferring  manual  derailleurs  over  elec- 
tronic gear  shifters.  "Our  whole  business  is  based  on  selling  things 
that  are  unpopular,"  says  the  49-year-old  founder  and  sole  owner 
of  Rivendell  Bicycle  Works.  Selling  600  or  so  hand-built  bikes  a  year, 
Rivendell  had  an  operating  profit  of  $70,000  on  sales  of  $2  million 
in  2003.  (He  also  retired  $200,000  in  debt  early.)  The  signature 
model  is  easy  to  spot:  wide  leather  seat,  frame  joints  formed  by  dec- 
orative lugs  (intended  to  evoke  RivendelTs  namesake,  the  elf  haven 
in  Lord  of  the  Rings)  and  a  spiffy  paint  job. 


Having  stopped  losses  two  years  ago,  Petersen  still  keeps  costs 
low.  He  rents  space  for  $3,000  a  month  in  an  unheated  garage  in 
Walnut  Creek,  Calif.  His  eight  workers — including  his  wife,  who 
keeps  the  books — make  $30,000  on  average,  though  they  should  get 
bonuses  this  year  if  revenue  tops  $2.6  million  as  hoped.  The  beeswax 
lubricant  he  sells  for  bolt  threads  ($3  a  Dixie-cupful)  he  still  makes 
in  his  kitchen. 

Such  habits  formed  early.  A  college  dropout,  Petersen  joined 
Japanese  conglomerate  Bridgestone  in  1984  as  the  in-house  Amer- 
ican bike  nut,  getting  involved  in  production  and  sales.  His  qualifi- 
cations: He  had  been  a  clerk  for  outdoor  retailer  REI  in  Berkeley 
and  had  written  two  books  about  California  bike  trails.  While  help- 
ing to  design  bicycles,  he  so  complained  about  Bridgestone's  ad- 
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vertising  that  his  Japanese  boss  dumped  the 
job  in  his  lap  and  fired  the  agency. 

"He's  very  strong-headed,"  says  Ari- 
adne Scott,  a  former  Bridgestone  colleague 
who  now  works  for  the  $200  million  (sales) 
bike  company  Specialized.  Bridgestone  be- 
came known  for  making  the  "thinking 
man's  bicycle"  because  each  ad  spotlighted 
a  different  piece  of  equipment  instead  of  a 
racing  finish.  Models  from  that  era  still 
command  resale  values  of  a  few  hundred 
bucks.  When  Bridgestone  folded  its  U.S. 
bike  unit  in  1994 — it  blamed  currency 
woes — Petersen  received  four  offers  to 
double  his  $55,000  salary. 

Instead,  he  rode  off  on  his  own,  raising 
$90,000  by  cashing  out  half  his  40 1  (k)  plan 
and  selling  shares  of  Rivendell  at  $1  apiece 
to  friends.  He  used  a  mailing  list  of  former 
Bridgestone  customers  to  rustle  up  orders 
for  bikes  he  designed  himself.  Dissatisfied 
with  the  quality  of  work  on  his  flagship 
bikes  ($2,500  for  just  the  frame;  $4,000  fully 
loaded),  Petersen  went  through  several  ar- 


tisans— and  $2,500  casting  a  set  of  lugs  that 
didn't  fit  well — before  settling  on  a  single 
frame  builder  and  but  one  painter  for  his 
bikes.  "I  can  detect  the  land  mines  pretty 
well  after  having  stepped  on  several,"  he  says. 

To  scare  up  more  business,  Petersen 
started  pubkshing  a  literary  quarterly  called 
the  Rivendell  Reader.  For  $20  a  year  ($200 
for  99  years),  subscribers  get  treated  to  idio- 
syncratic bits  of  biking  lore  ("Comparing 
Centerpulls  &  Cantilevers"),  medical  advice 
on  such  maladies  as  "cyclist's  palsy"  (who 
knew?)  by  a  contributor  from  the  Mayo 
Clinic  and  essays  on  riding  and  family  life  by 
Petersen.  A  catalog  is  often  sent  along  with 
the  Reader,  offering  bikes,  parts  and  acces- 
sories^— from  rain  capes  and  wool  pants  (no 
Spandex)  to  handlebars  and  tools.  The  6,200 
subscribers  spend  an  average  $260  a  year. 

Petersen  is  branching  out.  Two  years 
ago  he  added  three  new  models,  all  hand- 
made in  Osaka,  that  range  in  price  from 
$1,700  to  $2,300.  You  can  take  delivery  of 
one  of  these  right  away  through  20  dealers 


as  spread  out  as  California,  Florida  and 
Minnesota.  If  you  want  one  of  the  higher- 
end,  custom-built  jobs,  expect  to  wait. 
Petersen  has  an  18-month  backlog. 

Why  not  exploit  rising  demand? 
Petersen  sells  85%  of  his  bikes  to  men.  The 
market  is  wide  open  to  folks  like  Kathleen 
Hannon,  a  San  Francisco  bicycle  messenger 
who  puts  up  to  250  miles  a  week  on  her 
Rivendell  Atlantis  (that's  on  weekends  and 
after  work).  "I'm  one  of  the  only  women 
under  50  who  rides  their  bikes,"  she  says. 

Nodding  in  that  direction,  Petersen  is 
introducing  two  new  lower-priced  models 
this  year,  while  expanding  his  base  of  deal- 
ers. He  hopes  to  nudge  membership  to  the 
Reader  above  10,000.  And,  yes,  he  has  audi- 
tioned other  framemakers  to  make  a  dent 
in  the  Rivendell  backlog  but — as  one  might 
expect — has  found  them  all  wanting.  The 
real  obstacle  to  growth:  the  owner  himself. 
"My  goal  is  a  stable  business,  doing  good, 
positive  cash  flow  and  minimal  stress,"  he 
says.  He  seems  to  have  achieved  it.  F 


Siegei's  Bullish  Picks 

Heavy  in  equities 
Dividend-paying  stocks 
International  stocks 


I  UUIIIOI 

3 


Should  You 


JEREMY  SIEGEL,  PROFESSOR  OF  FINANCE  AT  THE 
Wharton  School  and  author  of  Stocks  for  the  Long 
Run,  has  a  predisposition  to  think  things  are  going 
up.  But  he  is  no  one-note  Johnny.  After  being  very 
right  with  his  bullish  bent  in  the  1990s,  he  authored 
an  extremely  well-timed  essay  in  the  V/all  Street  Jour- 
nal in  March  2000,  saying  that  the  prices  of  tech  favorites  like 
Cisco  and  Sun  Microsystems  had  simply  gotten  out  of  hand. 
They  proceeded  to  crash.  At  a  Forbes  conference  on  Oct.  10, 
2002,  he  was  very  bullish — put  your  retirement  money  in  stocks, 
not  bonds,  he  said.  Good  timing  again:  The  market  is  up  44%. 

Now  what?  Siegel,  58,  is  still  a  bull,  albeit  a  restrained  one.  But 
he  might  be  wrong  this  time.  To  get  a  debate  going  we  pitted  him 


against  an  unabashed  bear,  Robert  Arnott.  Arnott,  49,  is  chairman 
of  First  Quadrant,  a  Pasadena,  Calif,  investment  firm  that  man- 
ages $  1 8  billion,  and  chairman  of  Research  Affiliates,  subadviser 
to  Pimco's  All  Asset  Fund  and  editor  of  the  Financial  Analysts 
Journal.  In  a  series  of  influential  articles  Arnott  has  argued  that 
future  gains  on  stocks  will  disappoint.  Severely. 
FORBES:  Stocks  historicafly  have  returned  far  more  than  bonds. 
Is  that  likely  to  continue? 

ARNOTT:  From  today's  levels,  no.  I  would  say  that  over  the  com- 
ing quarter-century,  if  stocks  beat  bonds  by  one  percentage 
point  a  year,  they're  doing  fine. 

SIEGEL:  I  agree  that  returns  on  stocks  over  bonds  won't  be  as 
large  as  in  the  past.  But  I'm  more  optimistic  than  Rob.  Looking 
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Be  a  Bull? 


Professor  Jeremy  Siegel  (optimist) 
and  money  manager  Robert  Arnott 
(pessimist)  debate  the  market's 

future  I  BY  IRA  CARNAHAN 


over  the  next  quarter-century,  I  see  a  5%-to-6%  return  on 
stocks,  adjusted  for  inflation.  I'm  pessimistic  about  real  bond 
returns.  I  think  they're  likely  to  be  in  the  0%-to-l%  range  over 
the  next  five  years,  and  closer  to  3%  after  that. 
ARNOTT:  Let's  dig  into  those  stock  numbers.  We  know  that  the 
dividend  yield  is  1.5%.  We  also  know  the  historical  norm  for  real 
growth  in  earnings  and  dividends  is  1%  to  1.5%.  Now  that  gets 
you  to  the  high  2s  for  stocks,  in  real  return.  The  only  way  to  get 
up  to  Jeremy's  5%  to  6%  is  to  assume  either  that  growth  will  be 
much  faster  than  the  1%  to  1.5%  observed  historically  or  that 
price/earnings  ratios  will  rise. 

SIEGEL:  Rob  is  completely  right  that  in  the  past  the  real,  per- 
share  growth  of  dividends  has  been  around  1%  to  1.5%.  Where 


we  differ  is  on  the  future  growth  rate  of  dividends.  I  believe  it's 
going  to  be  at  least  3%.  I  believe  dividend  growth  will  be  higher 
because  the  payout  ratio  on  earnings  today  is  low.  I  also  think 
the  historical  growth  rate  of  dividends  is  depressed  because  the 
payout  ratio  has  gone  down. 

ARNOTT:  Here's  where  Jeremy  and  I  have  a  very  different  view. 
But  it's  also  worth  noting  that  both  of  us  have  a  view  that's  dras- 
tically more  cautious  than  the  Wall  Street  consensus.  I  think 
both  of  us  would  say  that  the  Wall  Street  consensus  of  8.25% 
long-term  S&P  earnings  growth  [before  subtracting  inflation]  is 
rubbish.  However,  I  would  go  a  step  further  and  say  that  even 
Jeremy's  view,  which  is  far  more  conservative  than  the  Wall 
Street  view,  is  rubbish. 
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SIEGEL:  Not  quite  as  bad  rubbish,  I  hope. 
ARNOTT:  Absolutely  not  quite  as  bad!  But  make  no  mistake 
about  it:  The  3%  to  4%  real  growth  in  earnings  and  dividends 
that  Jeremy  is  suggesting  is  higher  than  GDP  growth,  and  in  the 
long  sweep  of  history  that  has  never  happened  except  off  of  the 
trough  of  the  Great  Depression.  So  what  Jeremy  is  propounding 
is  a  thesis  that  would  be  without  historical  precedent. 
SIEGEL:  From  1871  through  1980  the  average  dividend  yield  on 
stocks  was  5%,  with  firms  paying  out  75%  to  80%  of  their  earn- 
ings as  dividends.  What  has  no  historical  precedent  is  the  fact 
that  over  this  last  cycle  the  payout  ratio  has  fallen  to  an  alltime 
low.  What  will  produce  faster  dividend  growth  in  the  future  are 
the  retained  earnings  that  are  not  being  paid  out  as  dividends 
today  but  being  used  for  growth  in  the  future. 
ARNOTT:  You  seem  to  be  suggesting  that  the  move  from  5% 
yields  before  the  mega-bull  market  of  the  last  20  years  to  1.5% 
yields  today  was  because  payout  ratios  plunged.  You  know  and  I 
know  that  it's  because  P/E  ratios  soared;  the  earnings  foundation 
would  not  now  permit  a  move  back  to  a  5%  yield. 
SIEGEL:  It's  both,  Rob.  The  payout  ratio  went  to  alltime  lows, 
and  the  valuation  ratio  rose.  Both  things  were  going  on. 


A  Pricey  Market 


At  28,  the  S&P  500's  price-earnings  ratio  (on  a  five-year 
rolling  basis)  rides  above  its  long-term  average  of  15.  But 
today's  P/Es  look  even  higher,  argues  Arnott,  when  you 
adjust  earnings  downward  for  25%  fluff. 
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ARNOTT:  Let  me  push  back  on  that.  I  believe  payout  ratios  are 
not  far  out  of  line  with  historical  norms.  I  say  that  because  I 
believe  current  reported  earnings  have  a  lot  of  fluff.  The  average 
corporation  today  assumes  its  defined  benefit  plan  will  make  an 
8.5%  to  9%  return  in  the  years  ahead.  If  we  instead  use  the  just- 
under-5%  return  on  long  Treasurys— and  recognize  anything 
beyond  that  is  speculation  on  the  ability  to  earn  higher  returns 
than  the  assured  return — you're  looking  at  a  four-percentage- 
point  overstatement  in  the  return  assumed  for  pensions. 

If  you  take  that  four  points  away,  there  goes  between  15% 
and  20%  of  S&P  earnings.  If  management  stock  options  are  fully 
expensed,  there  goes  another  10%  to  15%  of  S&P  earnings.  So  I 
would  argue  that  25%  or  thereabouts  of  S&P  earnings  are  ficti- 
tious. Take  the  fluff  out  and  you're  left  with  a  payout  ratio  that's 


somewhere  in  the  50%  range,  not  too  far  from  historical  norms. 
SIEGEL:  I've  always  maintained  options  should  be  expensed. 
I  also  agree  reasonable  pension  returns  should  be  used.  Let 
me  also  say  that  based  on  my  own  studies,  the  pension  prob- 
lems are  very  concentrated  in  a  few  firms.  There  are  wide 
swaths  of  the  market  where  the  pension  issue  is  very  minor  or 
nonexistent. 

And,  on  the  other  side,  there  are  a  number  of  biases  in  re- 
ported earnings  that  make  them  too  low.  One  is  what  I  call  infla- 
tion creep,  which  arises  because  inflation  eats  away  at  the  real  debt 
liabilities  of  corporations.  A  second  bias  is  the  expensing  of  re- 
search and  development,  which  a  lot  of  economists  think  should 
be  capitalized.  And  third,  there  is  asymmetry  in  the  writedowns 
mandated  by  Generally  Accepted  Accounting  Principles.  GAAP  al- 
ways wants  you  to  write  down.  You  never  really  "write  up." 

So  we  can  argue  both  ways.  I  don't  believe  there's  25%  fluff. 
I  generally  talk  about  5%  or  10%  overstatement  of  operating 
earnings.  Yes,  I  want  to  move  ahead  on  proper  pension  and 
option  expensing,  but  I  believe  there  are  enough  biases  in  the 
other  direction  that  we  are  not  going  to  be  greatly  misled  by 
looking  at  the  earnings  trends  that  we  see. 

ARNOTT:  One  quick  observation.  The  comment 
about  the  pension  distortion  being  concentrated 
in  old,  established  heavy  industries  is  spot  on. 
What  I  think  is  equally  important  is  that  the  dis- 
tortions associated  with  stock  options  are  con- 
centrated in  the  tech  arena — and  if  you  take 
stock  options  out  of  Nasdaq  100  earnings,  there 
are  no  earnings  left. 

SIEGEL:  That's  possible.  I  have  said  for  a  long 
time  I  think  tech  is  overvalued. 
FORBES:  We've  been  talking  about  earnings.  But 
what  about  the  ratio  of  price  to  earnings?  By  his- 
torical standards,  the  market's  P/E  is  high.  Is  it  too 
high? 

SIEGEL:  The  average  P/E  ratio  over  the  last  130 
years  is  about  15.  And  that  is  a  remarkable  num- 
ber because  1  over  the  P/E  ratio  is  6.7%,  which 
corresponds  almost  exactly  to  the  long-run  real 
return  on  stocks.  That  is  a  very  important  rela- 
tionship, and  one  that  should  be  heeded. 
But  I  also  believe  that  a  P/E  of  15  is  not  appropriate  in  today's 
world.  The  P/E  that  we  see  historically  was  appropriate  when 
diversification  was  much  more  difficult  for  investors  to  achieve, 
which  meant  investors  were  taking  on  a  lot  more  risk.  Today  s 
market  is  also  much  more  liquid,  and  if  you  go  through  history 
you  know  higher  liquidity  means  higher  prices.  My  belief  is  a  P/E 
of  20 — up  maybe  five  points  from  the  historical  average — is 
appropriate.  Take  1  over  20,  and  you  get  that  5%  real  return  I've 
been  talking  about. 

ARNOTT:  I  absolutely  agree  that  the  fair  P/E  ratio  today  is  higher 
than  the  fair  ratio  of  40  or  80  years  ago.  The  economy  has 
evolved,  liquidity  has  improved,  diversification  is  easier  and 
investors  should  demand  a  smaller  risk  premium  than  they  have 
in  the  past.  So  I  would  say  that  something  in  the  high  teens  as  a 


98     FORBES"  April  19,2004 


% 


% 

*  n 

o 

O.  # 


9* 


Co 


HR&  Benefits  Outsourcing    Payroll    Retirement  &  Financial  Management    Health  Care    Talents.  Organizational  Change 


www.hewitt.com/results 


Money  &  Investing 

P/E  ratio  is  fair.  But  I  believe  that  a  fourth  of  reported  earnings 
are  fluff.  That,  in  turn,  means  that  I  believe  the  P/E  ratio  is  30 
where  you  believe  it's  about  20. 

FORBES:  How  likely  are  stocks  to  outperform  bonds  over  the 
next  ten  years? 

SIEGEL:  1  think  it's  very  likely.  My  feeling  is  80%  to  90%. 

ARNOTT:  My  view  is  that  stocks  probably  will  underperform 

bonds.  From  today's  levels  there's  a  60%  chance  that  bonds  will 

beat  stocks  over  the  next  ten  years. 

FORBES:  What's  your  expectation  for  inflation? 

SIEGEL:  My  feeling  is  2.5%  to  3%,  but  I  wouldn't  be  surprised  if 

it's  higher. 

ARNOTT:  I'm  a  little  pessimistic  on  inflation.  I  see  four  risks. 
Monetary  policy  is  aggressively  expansionary.  Fiscal  policy  is 
aggressively  expansionary;  the  deficit  spending  is  pretty  aggres- 
sive. And  last  but  by  no  means  least,  demographics — the  pend- 
ing retirement  of  the  baby  boomers,  who  will  want  to  buy  goods 
and  services  that  they  no  longer  produce — is  putting  upward 
pressure  on  prices  of  goods  and  services. 
SIEGEL:  I  am  not  as  pessimistic  on  the  demographic  factors. 
There's  no  question  that  among  the  developed  countries  of  the 
world — the  U.S.  and  especially  Japan  and  Europe — there  is  a 
very  acute  aging  problem  that  leads  not  only  to  the  inadequate 
production  of  goods,  but  also  to  the  question  of  who's  going  to 
buy  the  boomers'  assets  when  they  retire. 

However,  it's  my  belief  that  the  growth  of  the  developing 


world — what  we  see  in  China  and  India  and  perhaps  else- 
where— will  be  able  to  supply  us  with  a  substantial  number  of 
goods.  And  it  will  also  be  able  to  supply  the  capital  markets  with 
a  substantial  volume  of  purchasing  power  that  will  prevent  what 
some  might  see  as  a  boomer-induced  collapse  of  asset  prices. 
ARNOTT:  But  what's  the  likelihood  of  our  getting  what  we  would 
now  consider  fair  market  value  if  the  whole  of  western  Europe 
and  Japan  and  the  U.S.  are  all  trying  to  sell  our  assets  to  the 
Third  World,  with  its  drastically  lower  lifestyles  and  wealth? 
SIEGEL:  At  today's  income  levels,  I  agree  with  you,  but  the  baby 
boomers  are  about  10  years  away  from  moving  into  retirement, 
and  then  the  problems  are  over  a  20-year  period  after  that.  That 
is  when  the  developing  world  growth  will  be  at  a  peak. 
FORBES:  At  what  point  do  these  demographic  issues  start  to 
press  on  asset  values? 

ARNOTT:  I  would  argue  that  the  impact  of  demographics  is  now 
and  that  the  breaking  of  the  bubble  and  the  ensuing  bear  market 


were  the  first  lurch  into  a  demographics-driven  future.  The 
immense  bull  market  from  1975  to  1999 — which  turned  every 
dollar  invested  in  stocks  into  $50 — was  also,  most  likely,  largely 
demographics-driven.  In  1975  you  had  the  earliest  baby 
boomers  solidly  entering  into  the  work  force.  We  baby  boomers 
didn't  produce  enough  kids  to  take  care  of  us  in  our  old  age; 
with  fewer  kids  to  support,  we  had  more  disposable  income  dur- 
ing our  peak  earning  years  than  any  generation  in  history,  and 
enough  of  that  made  its  way  into  the  capital  markets  to  fuel  the 
biggest  bull  market  in  history.  The  number  of  retirees  will  soar 
so  much  in  the  coming  20  years,  though,  that  the  capital  markets 
are  already  starting  to  look  ahead  to  that. 
FORBES:  How  should  an  investor  with  a  20-year  horizon  allo- 
cate his  assets? 

SIEGEL:  My  recommendation  would  be  overwhelmingly  stocks, 
with  a  healthy  dose  of  international.  I  used  to  recommend  up  to 
a  quarter  international,  but  I'm  beginning  to  think  maybe  we 
should  go  up  to  a  third. 

ARNOTT:  One  of  the  things  I  find  shocking  in  the  last  six  months 
is  the  massive  compression  between  the  most  attractive  and  least 
attractive  markets.  I  don't  see  any  compelling  source  for  reliable 
high-single-digit  returns  in  the  coming  half-decade  or  decade. 
SIEGEL:  Absolutely.  Everything  has  been  cut  razor-thin.  Real 
estate  investment  trusts  still  have  yield,  but  their  prices  are  way 
up.  I  don't  know,  Rob.  What  about  timber?  Harvard  has  moved 
12%  of  its  endowment  there.  Probably  that's  too  high  [an  allo- 
cation], too. 

k  ARNOTT:  Well,  let  me  give  you  my  picks.  First,  I  think 
I  demographics  favor  the  emerging  markets.  I  don't  think 
I  that  we  can  safely  look  to  them  to  supply  us  in  our  retire- 
I  ment.  But  I  think  investments  in  emerging  markets  are 
I  interesting.  You  have  to  be  patient,  though,  because  these 
I  are  highly  volatile  markets. 

S  I  think  long  TIPS  [inflation-protected  Treasurys],  even 
I  at  a  1.8%  yield,  are  mildly  interesting;  that's  a  shocking 
I  statement  because  the  yield  is  so  very  low.  But,  when  you 
think  about  it,  for  65-year-olds  looking  to  protect  their 
retirement,  what's  the  risk-minimizing  portfolio?  It's  not 
cash.  The  thing  that  will  preserve  purchasing  power  through 
retirement  would  be  a  laddered  TIPS  portfolio  [one  with  stag- 
gered maturity  dates].  Now,  are  they  going  to  really  care  whether 
it  yields  1%  or  3%  if  they're  trying  to  protect  their  retirement 
livelihood?  I  don't  think  so.  So,  long  TIPS  are  mildly  interesting, 
even  at  current  yields. 

There  are  also  some  niche  markets.  European  convertibles 
[available  via  mutual  funds],  I  think,  are  somewhat  interesting. 
And  REITs,  which  skeptics  describe  as  bubble-priced,  still  have 
three  times  the  yield  you  get  on  U.S.  stocks.  Timber,  for  the  tax- 
able investor,  is  extremely  interesting.  There  are  timber  partner- 
ships for  those  who  have  $100,000  or  more  to  invest.  Timber  is 
interesting  because  when  they  harvest  the  trees  some  or  all  of  the 
money  is  treated  as  a  return  of  capital,  because  the  trees  were 
there  when  you  bought  the  land.  It's  not  until  your  cost  basis  is 
pushed  to  zero  that  the  profits  are  fully  taxable — and  then  they 
are  capital  gains  and  almost  all  at  long-term  rates. 


consensus 
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At  A.G.  Edwards,  the  only  true  measure  of  our  financial  consultants'  success  is  our  clients'  success.  That's  because  our 
financial  consultants  have  the  freedom  to  be  fully  accountable  to  each  investor  and  nothing  else.  And  they're  backed  by  an 
experienced  team  of  research  analysts  and  planning  specialists.  117  years  of  satisfied  clients  says  that's  a  pretty  good  way 
to  do  business.  To  meet  with  an  A.G.  Edwards  financial  consultant,  visit  www.agedwards.com  or  call  (866)  379-4243. 
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A  FINANCIAL  CONSULTANT  CAN 
BEST  SERVE  THE  CLIENT  BY  ABIDING 
BY  THE  GOLDEN  RULE. 

AND  NOT  JUST  BECAUSE 

IT  HAS  THE  WORD  "GOLD"  IN  IT. 
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Money  &  Investing 

FORBES:  Any  thoughts  on  particular 

types  of  U.S.  stocks? 

SIEGEL:  I  like  dividend-paying  stocks.  I 
like  that  particular  tilt. 
ARNOTT:  I  agree. 

FORBES:  We've  been  talking  mostly  about 
the  long  term.  What  will  stocks  do  over 
the  next  year  or  two? 
ARNOTT:  I  would  look  to  the  bond  mar- 
kets to  set  the  course  there.  If  we  see  a 
ratcheting  up  of  interest  rates,  watch  out. 
If  we  see  the  Fed  having  to  cut  interest 
rates,  watch  out.  Stability  in  the  bond 
market  is  the  only  scenario  where  stocks 
do  well  in  the  coming  year.  The  Fed  is 
aiming  for  that  to  happen.  The  Adminis- 
tration is  aiming  for  that.  And  I  think  it's 
reasonably  likely  that  that  will  happen- 
that  rates  stay  fairly  steady  in  the  coming 
year  and  that  stocks  muddle  through.  I'm 
much  more  worried  over  the  longer  term. 
SIEGEL  What  I  think  will  support  stocks 
is  the  fact  that  earnings  growth  has  been 
remarkable  and  productivity  gains  have 
been  remarkable,  and  they  have  been 
falling  to  the  bottom  line.  And  there's 
nothing  in  the  immediate  future  that 
looks  to  stop  that. 

I  also  think  that  over  the  next  six  to 
eight  months  the  political  climate  is  going 
to  affect  the  market.  I  think  the  market 
wants  Bush  to  win.  If  the  polls  go  against 
Bush,  that  will  have  a  negative  impact. 
FORBES:  How  is  your  own  money 
invested  right  now? 

SIEGEL:  Pretty  much  where  I've  been 
recommending.  Mostly  in  stocks,  with  a 
tilt  away  from  technology  and  toward 
dividends.  I'm  also  moving  more  into 
international  stocks.  I  also  hold  REITs, 
junk  bonds  and  a  small  amount  of  TIPS. 
ARNOTT:  My  investments  are  typically 
rather  wacky.  My  largest  investment  is  in 
an  options  strategy  that  is  short  volatility, 
meaning  that  it  makes  money  when  mar- 
kets are  more  stable  than  expected.  My 
second-largest  investment  is  a  leveraged 
investment  in  long-duration  TIPS,  but  I 
have  cut  that  position  by  about  two- 
thirds  in  the  past  three  months.  I  have  a 
little  bit  of  money  in  REITs,  emerging 
markets  bonds,  and  U.S.  and  interna- 
tional stocks  through  the  Pimco  All  Asset 
Fund.  And  I  have  a  modest  commitment 
to  leveraged  timber.  F 
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a  city  where  the  workforce 
is  not  only  qualified,  their 
batteries  are  rechargeable. 


Balance.  With  the  lowest  cost  of  living  of  any  metropolitan  area  in  the 


Southeast  and  68  miles  of  beautiful  coastline  boasting  innumerable  leisure 


activities,  Jacksonville  offers  both  a  dynamic  business  environment  and 


an  ideal  living  environment.  To  find  out  how  your  company  can  strike  this 


enviable  balance,  call  Jerry  Mallot  at  1.904.366.6680,  or  visit  us  at 


http://dynamic.expandinjax.com. 


CORNERSTONE 

REGIONAL  DEVELOPMENT  PARTNERSHIP 


MAKERS  &  BREAKERS 

For  more  financial  stats,  go  to  www.forbes.com/makers. 


Country  Time 

Moneylosing  gaylord  entertainment 
(29,  GET),  best  known  for  its  Grand  Ole 
Opry  in  Nashville,  is  in  the  hotel 
business,  a  sector 
that  has  had  more 
heartache  in  it  lately 
than  a  country-and- 
western  ballad. 

So  Chipf  Execu- 
tive Colin  Reed, 
imported  in  2001 
after  an  impressive 
career  with  Harrah's  and  Promus,  has 
sold  ancillary  holdings  like  Gaylord's 
minor  league  baseball  team.  He  is 
expanding  to  Florida,  Texas  and,  soon, 
Washington,  D.C.  Although  the  enter- 
prise value — market  capitalization  plus 
debt — is  a  lofty  30  times  operating  earn- 
ings (Ebitda),  Ricky  C.  Sandler  of  Emi- 
nence Capital  believes  Reed's  prowess 
makes  this  a  buy.         — Phyllis  Berman 


Last  Resort 


Some  lodging  companies  have  fared  bet- 
ter than  others.  One  miracle  worker  is 
Bahamas-based  kerzner  international 
(46,  kzl),  which  runs  a  chain  of  sun- 
splashed  casino-resorts  stretching  from 
headquarters  on  Paradise  Island  to  Mex- 
ico to  Dubai. 

Though  its  $595  million  in  revenue 
last  year  was  up  only  4%,  Kerzner's  earn- 
ings rose  80%  to  $72  million.  At  19  times 
trailing  earnings, 
Kerzner  is  cheaper 
than  casino  rivals 
MGM-Mirage  (29) 
and  moneylosing 
Trump  Hotels  & 
Casino.  Jefferies  & 
Co.  analyst  Lawrence 
A.  Klatzkin  sees 
growth  for  Kerzner,  now  planning  opera- 
tions in  Britain  and  elsewhere. 

— Matthew  Miller 


Up  a  Tree 


Maybe  the  housing  boom  will  continue. 
Or  not.  WEYERHAEUSER  (65.  WY),  the  world's 
biggest  private  timberlands  owner,  sure 
hopes  so.  Since  2002,  when  its  stock  and 
earnings  hit  their  lows,  the  forest  products 
giant  has  grown  to  the  sky.  From  October 
2002  the  stock  soared  65%.  With  high  de- 
mand for  lumber 
and  structural  panel- 
ing like  plywood, 
Weyerhaeuser's  2003 
earnings  sprouted 
15%  to  $277  million 
on  sales  of  $19.8  bil- 
lion, up  7%. 

Steven  Chercover, 
analyst  at  D.A.  Davidson  &  Co.,  thinks 
lumber  and  panel  prices  are  at  a  cyclical 
top  (he  is  neutral  on  the  stock).  At  a  rich 
37  times  earnings,  Weyerhaeuser  is  far 
pricier  than  the  S&P  500  (23).  We  say  short 
it;  cover  at  $55.  — Susan  Kitchens 
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A  simple  question.  And  one  that  gnaws  at  you,  keeping  you  up  at  night.  But  with  the  right  knowledge,  you  can  lead, 
motivate,  and  inspire  your  team.  Wharton  Executive  Education  is  renowned  for  a  curriculum  that's  as  intensive  as  it  is 
valuable.  Proven  leadership  methods.  Key  insight.  Cutting-edge  techniques.  Great  leaders  never  stop  growing.  Will  you? 


UPCOMING    EXECUTIVE    EDUCATION  PROGRAMS 


Executive  Development  Program 

May  2  -  14,  2004 
September  12  -  24,  2004 

Women  in  Leadership:  Legacies, 
Opportunities,  and  Challenges 

June  7  -  11,  2004 


Executive  Negotiation  Workshop: 
Bargaining  for  Advantage® 

July  25-  30,  2004 
October  24  -  29,  2004 

The  Directors'  Consortium 

August  25  -  27,  2004 


Wharton 

University  of  Pennsylvania 

Aresty  Institute  of  Executive  Education 


215.898.1776  ext.  4046  or  800.255.3932  ext.  40' 
http://execed.wharton.upenn.edu/4046 


When  forest  products 
are  your  business, 


planting  1.7  million  trees  every  day  is  a 
smart  investment. 


The  Sustainable  Forestry  Initiative®  program  is  dedicated  to  the  future  of  the 
nation's  forests,  as  well  as  the  challenge  of  preserving  rare  and  endangered 
forests  around  the  world.  Respect  for  nature  and  sound  business  practices  are 
integrated  to  the  benefit  of  the  environment,  landowners,  shareholders,  customers 
and  the  people  they  serve.  And  that  allows  us  to  meet  the  demand  for  wood  and 
paper  products,  while  helping  to  ensure  our  forests  will  be  around  forever. 


SUSTAINABLE  FORESTRY  INITIATIVE" 

row's 

www.aboutsfi.org 
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'   Growing  tomorrow's  forests  today." 


The  Contrarian  |  By  David  Dreman 


Why  Dividends  Matter 


WIDOW-AND-ORPHAN  STOCKS,  MEANING  THOSE 
that  pay  high  dividends,  are  back  in  vogue. 
Recent  tax  code  changes  have  dropped  the  rate 
for  dividends  from  high  ordinary  income  levels 
(35%  top  bracket)  to  a  maximum  of  15%.  The 
change  has  inspired  companies  to  initiate  or  hike  dividends. 

But  there  is  more.  Contrary  to  conventional  wisdom,  divi- 
dend-paying stocks  do  better  in  the  long  run  than  do  nonpay- 
ers — and  those  with  the  highest  payouts  do  best  of  all.  Sure,  in 
the  manic  1990s  investors  flocked  to  nonpayers,  mainly  hot 
tech  stocks.  But  when  you  ride  through  years  of  bull  and  bear 
markets,  dividend  stocks  have  the  edge.  Seeking  the  next  Dell 
Computer,  investors  pay  too  much  for  growth  and  wind  up 
with  disappointments. 

A  Standard  &  Poor's  study  of  total  returns  (price  appreciation 
plus  dividend  income)  shows  that  payers  outdistanced  nonpay- 
ers by  1.9  percentage  points  annually  from  1980  through  2003. 


Paying  You  to  Own  Them 


S&P  500 


11.0 


12.9 


11.3 
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Another  study  paints  an  even  brighter  picture  for  dividend- 
issuing  stocks.  This  study,  which  I  conducted  in  collaboration 
with  Vladimira  Ilieva  of  the  Institute  of  Psychology  &  Markets 
in  Jersey  City,  N.J.,  looks  at  a  broader  universe  of  equities,  the 
Compustat  1 500  ( 1 ,500  of  the  largest  companies  trading  in  U.S. 
markets),  and  goes  back  longer,  to  1970.  We  sliced  up  the  1,500 
names  into  quintiles  according  to  payouts  and  compared  the 
top  with  the  bottom  layers  (the  bottom  was  mostly  nonpayers, 
with  the  rest  low-yielding  issues). 

The  contrast  is  stark  (see  table).  From  1970  through  2003 
the  top  fifth  of  the  payers  had  an  annual  14.5%  total  return, 
while  the  lowest-yielding  group  gave  you  only  8.8%.  The  high- 
est yielders  also  outperformed  both  the  Compustat  average  and 
the  S&P  500  by  1.9  and  3.2  points  annually  over  the  34-year  life 
of  the  study. 

What  about  the  past  ten 
years,  which  covers  the  mid- 


The  top-yielding  20%  of  the  Compustat  1500  outdoes  everyone 
else  in  total  return  (capital  gains  plus  dividends),  especially  the 
lowest-yielding  quintile— mostly  nondividend  payers. 


1990s  bubble,  the  bust  thai 
started  in  March  2000  and  the 
(lately  fitful)  recovery  under 
way  since  fall  2002?  This  pe- 
riod is  a  perfect  illustration  ol 
how  solid  dividends  can  sus- 
tain you  through  market  ex 
tremes.  The  stodgy  old-style 
stocks,  buoyed  by  their  quar- 
terly dividend  checks,  did  very 
well  here,  too.  Over  the  past 
ten  years  the  highest-yielding 
stocks  returned  13.3%,  a  full  4.2  points  better  than  the  low 
yield  bunch. 

In  fact,  high-dividend  payers  have  run  ahead  of  the  mar- 
ket since  the  start  of  this  year,  possibly  indicating  a  swing 
back  to  better-quality  equities  and  away  from  speculative 
high-tech  issues. 

Yes,  anyone  can  quibble  with  these  findings,  but  the  bot 
torn  line  is  that  both  our  study  and  S&P's  show  conclusively 
that  the  supposedly  safe  stocks  delegated  for  widows  and  or 
phans  outperform  by  a  country  mile  more  risky  stocks 
bought  for  capital  appreciation. 

A  caution:  Although  many  common  and  preferred  stocks 
qualify  for  the  15%  tax  rate,  some  stocks,  like  those  of  real 
estate  investment  trusts,  do  not.  Before  putting  high-yield 
ers  in  a  taxable  account,  make  sure  that  they  qualify  for  the 
lower  rate. 

Here  are  several  stocks  with  high  yields  and  good  prospects: 

Ameren  (46,  AEE)  is  a  utility  that  delivers  electricity  and  gas  to 
2.2  million  customers  in  Missouri  and  Illinois.  It  trades  at  14 
times  trailing  earnings.  Earnings  growth  is  in  the  low  single  dig- 
its, but  its  strong  finances  should  safeguard  the  5.5%  yield  and 
permit  an  increase. 

With  its  coming  acquisition  of  Fleet  Boston  Financial, 
Bank  of  America  (80,  bac)  will  be  the  country's  third-largest 
bank.  The  merger,  likely  to  be  consummated  in  April,  should 
prove  moderately  dilutive.  Nonetheless,  BofA  should  still 
show  earnings  growth  of  5%  this  year  and  in  double  digits 
next  year.  The  stock  trades  1 1  times  earnings  and  yields  4.0%. 

UST  (35,  UST)  has  a  70%  market  share  in  smokeless  tobacco 
Earnings  have  been  growing  in  the  low  single  digits  in  the  last 
few  years,  as  low-cost  brands  have  gained.  This  is  likely  to  prove 
a  temporary  phenomenon:  UST  is  beefing  up  marketing  and  is 
pushing  its  own  low-cost  brand,  Red  Seal.  It's  cheap  at  12  times 
earnings.  It  pays  a  5.9%  dividend,  which  has  been  hiked  in  all 
but  one  of  the  past  18  years.  F 
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Bear  markets  and  childbirth.  How  quickly  we  forget  the  pain. 


Clearly,  a  short  memory  is  not  the  best  companion  for  a  long-term  plan.  To  resist  the  temptations  of  today's  recovering 


market,  Nuveen  Investments  suggests  carefully  crafting  a  long-term  strategy— and  sticking  with  it.  From  fixed-income  to  value 


and  growth  equities,  Nuveen  Investments  offers  investors  and  their  advisors  the  deep  insights  and  core  building  blocks 


they  need  to  help  manage  risk.  After  all,  for  the  past  105  years,  our  goal  hasn't  been  to  forget  the  pain,  but  to  avoid  it  in 


the  first  place.  Learn  more  about  other  smarter  ways  to  be  conservative.  Contact  your  financial  advisor  or  visit  nuveen.com. 


NUVEEN 


Investments 


Smarter  ways  to  be  conservative. 


Yrs,  But  I  By  James  Grant 


Market  for  Speculators 


ON  FEB.  9  BLOOMBERG  NEWS  ASKED  59  ECONOMISTS  TO 
guess  the  yield  six  months  hence  on  the  ten-year 
Treasury  note.  No  one  said  it  was  going  down,  which 
it  then  proceeded  to  do.  The  consensus  prediction 
was  4.4%,  compared  with  the  then-current  4.05%.  At 
this  writing  the  ten-year  fetches  3.7%. 

So  much  for  interest  rate  forecasting.  It  is  futile.  With  that 
clear  understanding,  here  is  my  forecast:  Bond  yields  are  going 
up.  Cash,  with  its  invisible  yield,  is  a  better  investment  than 
bonds,  with  their  only  barely  visible  yields. 

The  2004  bond  rally  has  led  some  to  conclude  that  the  mar- 
ket sees  something  that  mor- 
tal human  beings  cannot.  Its 
message,  they  say,  is  that  the 
Federal  Reserve  is  losing  its 
battle  to  rev  up  the  rate  of 
inflation.  Never  mind  that  the 
dollar  is  depreciating  against 
most  other  major  currencies 
or  that  commodity  prices  are 
soaring  or  that  the  Consumer 
Price  Index  is  rising  by  2%  a 
year.  So  great  is  the  weight  of 
debt  on  the  back  of  the  U.S. 
economy  that  monetary  pol- 
icy is  impotent,  the  argument 
goes.  The  bond  bulls  are 
banking  on  an  inflation  rate 
of  less  than  zero. 

Which  takes  me  back  20 
years.  You,  gentle  reader,  will  be  too  young  to  remember,  but 
long-dated  Treasurys  fetched  14%  in  the  spring  of  1984.  Invested 
at  14%  and  compounded  annually,  money  doubles  in  five  years, 
one  and  a  half  months.  This  was  a  very  sweet  rate  of  interest. 

What  pushed  it  so  high?  Not  inflation,  actual  or  prospective. 
In  1984  the  CPI  was  on  track  to  rise  by  all  of  4%.  The  gold  price 
had  peaked  in  1980.  The  only  inflation  problem  was  the  one  in 
the  rearview  mirror.  Bonds  had  disappointed  investors  since 
1946 — cynics  took  to  calling  them  "certificates  of  confisca- 
tion"— and  people  felt  silly  buying  them. 

They  should  have  felt  silly  abstaining  from  buying  them.  It 
turned  out  that  the  bond  market  had  no  foresight,  only  the 
memory  of  bad  experiences.  By  1986  the  30-year  yield  was 
down  to  7%. 

Two  decades  later  the  bond  market  still  is  without  foresight. 
The  difference  today  is  that  it  operates  with  the  memory  of 
mainly  happy  experiences.  Interest  rates  have  been  declining 
irregularly  since  1981. 

I  have  another  prediction:  A  quarter-century  from  now  stu- 


With  the  CPI  rising 

at  2%  a  year,  the 
bond  bulls  still  are 

banking  on  less- 
than-zero  readings. 
While  their  reward 

for  being  right  is 
modest,  their 

losses  would  be 
downright  ruinous. 


dents  of  investment  history  will 
wonder  what  we  were  thinking 
about.  They  will  see  that  in  the 
Treasury  market  an  investor  had 
to  venture  out  three  years  to  get 
an  inflation-adjusted  yield 
greater  than  zero.  They  will  note 
that  in  the  junk  market  CCC- 
rated  companies  (the  kind  it's 
advisable  to  worry  about)  were 
borrowing  at  less  than  10%. 
And  they  will  observe  that  in  the 
tax-exempt  market  the  fiscally  disaster-prone  Golden  State  was 
borrowing  for  ten  years  at  less  than  4%.  But  none  of  these  rates 
will  amaze  them  half  as  much  as  the  1%  funds  rate. 

A  panoramic  graph  of  short-term  U.S.  interest  rates,  from 
1830  to  2004,  courtesy  of  Bianco  Research,  shows  the  current 
1%  is  an  outlier,  the  interest-rate  equivalent  of  a  100-year 
flood.  The  only  lower  rates  were  the  near-zero-percent  rates 
from  the  mid- 1930s  through  World  War  II  and  some  1%  rates 
in  the  mid-  and  late  1950s.  Other  than  that,  the  current  rate 
takes  the  cake. 

The  funds  rate  is  so  low  because  the  1990s  stock  market  was 
so  high  and  the  associated  distortion  of  capital  investment  so 
great.  To  forestall  a  postbubble  experience  as  debilitating  as 
lapan's,  Alan  Greenspan  cut  and  cut  the  only  rate  he  controls. 
Other  rates  sank  in  sympathy. 

Bond  bulls  argue  that,  after  the  1 990s,  the  economy  is  like  a 
car  with  a  damaged  frame.  No  amount  of  monetary  and  fiscal 
stimulus  will  shorten  the  timetable  of  repair.  Ergo,  they  say,  buy 
governments:  In  nominal  terms,  2%,  3%  or  4%  may  not  look 
like  much.  But  when  the  price  level  begins  to  sag,  those  puny 
nominal  yields  will  be  transformed  into  generous  "real"  yields. 

They  may  be  right,  and  they  may  be  wrong,  but  in  either 
case  they  are  guessing.  Twenty  years  ago  the  bulls  didn't  have  to 
dream  up  forecasts.  They  only  had  to  compare  the  reward  for 
being  right  (immense)  with  the  cost  of  being  wrong  (afford- 
able). Today  it's  the  other  way  around.  The  reward  for  being 
right  is  modest;  the  cost  of  being  wrong,  potentially  ruinous. 

The  case  for  staying  in  cash  is  presented  on  the  2003  Berk- 
shire Hathaway  balance  sheet,  which  shows  cash  and  equiva- 
lents of  $36  billion,  almost  triple  the  size  of  a  year  ago.  "Char- 
lie [Munger]  and  I  detest  taking  even  small  risks  unless  we 
feel  we  are  being  adequately  compensated  for  doing  so,"  ad- 
vises Warren  Buffett. 

The  2004-edition  bond  market  is  for  speculators,  not 
investors.  F 

FOrbCS  >:  ^ames  *"rant 's  the  ec)itor  of  Gran,  s  Interest  Rate  Observer. 
^^■t»»   !  Visit  his  home  page  at  www.forbes.com/grant. 
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The  Patient  Investor  |  By  John  W.  Rogers  Jr. 

Good  Listeners 


HAVE  JUST  RETURNED  FROM  MY  COMPANY'S  ANNUAL  STAFF 
retreat,  where  we  aim  to  improve  our  skills  and  teamwork. 
1  In  2002  the  improvisational  comedy  group  Second  City 
I  taught  us  to  be  more  active  listeners.  Last  year  we  sought  to 
I  become  better  speakers  with  the  help  of  James  Humes,  a 
noted  Winston  Churchill  biographer. 

This  year  James  Ware  and  James  Dethmer  of  Focus  Con- 
sulting Group  gave  us  some  simple  yet  valuable  wisdom  on 
giving  and  receiving  feedback.  They  specialize  in  coaching 
financial  services  firms.  I  met  Jim  Ware  when  he  was  research- 
ing his  newest  book,  Investment  Leadership:  Building  a  Win- 
ning Culture  for  Long-Term 
Success  (John  Wiley  &  Sons), 
which  analyzes  dozens  of 
investment  management  firms, 
my  own  included. 

According  to  Focus  Con- 
sulting, how  you  deal  with  what 
other  people  say  they  think  of 
you — also  known  as  feed- 
back— "is  the  key  indicator  pre- 
dicting success  in  business  and 
in  life."  The  truth  is  that  all  too 
many  people  react  badly  to 
input.  Their  common  response 
is  to  become  defensive,  which 
walls  them  off  and  teaches  them 
nothing.  The  most  useful  thing 
Ware  and  Dethmer  show  is  how  to  use  feedback  to  improve 
yourself  and  your  business. 

When  confronted  with  feedback,  the  most  successful  people 
become  curious,  not  defensive.  They  appreciate  the  message 
and  the  messenger,  and  they  look  for  ways  to  improve.  I've 
applied  the  Ware-Dethmer  teachings  to  investments  and  have 
come  up  with  companies  where  the  executives  are  top-notch  at 
heeding  feedback,  using  it  to  get  better  and  better: 

With  $25  billion  in  assets,  Banknorth  (33,  bnk)  is  one  of  the 
nation's  30  largest  banks.  In  January  FORBES  named  the  New 
England  lender  the  best-managed  bank  in  America,  partially 
for  its  great  customer  service.  This  success  is  largely  due  to 
Chief  Executive  William  Ryan's  efforts  to  solicit  and  respond 
to  customer  feedback.  Ryan  makes  relendess  use  of  the  com- 
pany car.  He  drives  50,000  miles  each  year,  visiting  branches 
and  small-business  customers  to  hear  ideas  firsthand.  Ryan 
also  runs  a  contest  for  employees,  called  "Stupid  Rules,"  to  let 
the  front-line  folks  identify  bad  corporate  policies.  Winners 
receive  cash  prizes. 
In  one  winning  en- 


You  can  measure 
a  company's 
management 
skills  by  its 
willingness  to 
seek  out  useful 
feedback  and 
respond  to  it  in  a 
creative  way. 


pointed  out  that  many  cusj) 
tomers  arrived  well  before  open- 
ing time  and  waited  outside  ui 
the  cold.  This  helpful  feedback 
resulted  in  a  new  policy.  Earh 
birds  are  now  let  inside  and 
treated  to  free  coffee.  Banknorth 
trades  at  15  times  trailing  earn- 
ings and  is  at  a  29%  discount 
to  my  estimate  of  its  intrinsic 
worth. 

If  there's  one  business  that 
needs  feedback,  it's  property-casualty  insurance.  Gauging  risk 
is  very  difficult,  and  one  mispriced  policy  can  destroy  an  entire 
company.  The  more  people  an  insurer  talks  to,  the  better  the 
risk  assessment.  Few  practice  this  effort  more  than  Market  (277, 
MKL),  which  writes  specialty  insurance  in  areas  where  many  fear 
to  tread:  complicated  niche  markets  such  as  children's  camps, 
horse  farms,  dance  schools,  security  guard  services  and  mobile 
home  parks. 

Markel,  alert  for  hidden  pitfalls,  wants  as  much  information 
as  possible,  especially  opposing  viewpoints.  When  Markel  prices 
a  prospective  policy,  it  isn't  satisfied  with  just  an  underwriter's 
report.  It  wants  to  speak  to  everyone  involved  with  the  cus- 
tomer, from  competitors  to  business  allies.  And  after  the  policy 
is  sold,  Markel  doesn't  simply  file  it  away.  Markel  employees 
spend  a  lot  of  time  traveling  from  camp  to  camp,  farm  to  farm 
and  school  to  school  to  stay  current  with  policyholders. 

Markel  suffered  unprofitable  years  in  2000  and  200 1 ,  mainly 
because  of  troubles  integrating  a  foreign  acquisition.  But  its  U.S. 
lines  remained  strong,  with  net  premiums  growing  at  least  20% 
a  year,  and  now  overall  earnings  are  expanding  nicely,  up  65%  to 
$123  million  in  2003.  The  stock  trades  at  29  times  trailing  earn- 
ings, a  bit  pricey  yet  worthwhile,  considering  the  growth  rate.  Itl 
is  at  an  8%  discount  to  my  private-market-value  estimate. 

Invacare  (45,  IVC)  is  a  worldwide  leader  in  the  manufacture  of 
home  medical  products,  ranging  from  wheelchairs  to  respira- 
tory devices.  The  company  puts  a  big  emphasis  on  constandy 
surveying  its  dealer-customers,  who  sell  its  goods.  That's  how 
management  found  out  that  dealers  were  having  difficulty 
ordering  Invacare  products.  In  response,  the  company  created  a 
user-friendly  Web-based  form  to  make  ordering  easier. 

Initiatives  like  these  enable  Invacare  to  post  respectable  per- 
formance. Earnings  increased  last  year  by  11%  to  $71  million, 
good  news  for  shareholders.  Today  the  stock  trades  at  20  times 
trailing  earnings  and  a  7%  discount  to  my  private-market-value 
estimate.  F 


try  a  Banknorth  worker 
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Middleware  is  Everywhere. 


Can  you  see  it? 


Lotus, 


Key 


1.  Shares  credit  rating.  Now. 

2.  Responds  to  mortgage  broker.  Now. 

3.  Confers  with  local  branches.  Now. 

4.  Approves  loan  with  supervisor.  Now. 

5.  Does  it  all  on  one  platform.  Now. 

"7 


MIDDLEWARE  IS  IBM  SOFTWARE.  Software  like  IBM 
Lotus®  Workplace.  An  innovative  platform  based  on  open 
standards  that  combines  multiple  collaborative  applications 
in  a  single,  dynamic  work  environment.  It's  one  workplace 
tuned  to  individual  roles.  For  real-time  collaboration.  Real 
business  value.  Flexible  too,  it  leverages  IBM  Lotus  Notes™ 
(©business on  demand'"at  ibm.com/lotus/middleware 


Health 


Here's  the  Rub 


Estrogen  Options 

Here  are  some  pros 

and  cons  of  a 
sampling  of  estrogen 
formulations.  All  the 
through-the-skin 
methods  are  thought  to 
provide  more  stable 
blood  estrogen  levels 
than  pills  by  avoiding 
extensive  metabolism 
by  the  liver. 


Pro:  Easy  to  pop  a  pill; 
may  improve  cholesterol. 

Con:  May  increase 
incidence  of  blood  clots. 

Patch 


Pro:  Change  only  once 

or  twice  a  week. 
Con:  Can  irritate  skin. 

Lotion 

Pro:  Can  soften  skin. 

Con:  Applied  daily 
for  three  minutes;  only 
one  strength  available. 

 Gel 

(not  yet  available  in  U.S.) 
Pro:  Irritation  unlikely. 

Con:  Must  apply 
to  large  surface  area. 


A  new  moisturizer  transmits  estrogen 
through  the  skin.  The  same  technology  may  someday  help 
deliver  a  slew  of  big-selling  drugs,  by  allison  fass 


A FEW  YEARS  AGO  LYNDA  POWDERLY, 
a  T.J.  Maxx  merchandise  associate, 
routinely  paled  and  sweated  as  heat 
rose  from  under  her  chin  and  into 
her  face.  Her  female  colleagues  would  joke: 
"You  must  be  going  through  'the  change.'" 
She  tried  estrogen  pills,  but  stopped  after 
gaining  weight.  She  tried  an  estrogen  patch, 
but  it  fell  off.  On  a  lark,  Powderly,  now  59, 
enlisted  in  a  trial  for  Estrasorb,  an  estrogen 
moisturizing  lotion  she  rubbed  once  a  day 
on  both  thighs.  The  flushes  faded,  with  no 
apparent  side  effects.  What's  more:  Pow- 
derly felt  she  was  safer  putting  estrogen  on 
her  skin  than  swallowing  it  in  a  pill. 

Estrasorb  may  be  the  first  of  a  new  gen- 
eration of  rub-on  medicines  that  could  blur 
the  distinction  between  cosmetics  and 
drugs.  Developed  by  tiny  Maryland  biotech 
firm  Novavax  and  launched  this  month,  the 
FDA-approved  product  blends  estrogen  in  an 
emulsion  of  soybean  oil  and  water.  The 
result,  says  Novavax,  is  likely  the  first  mois- 
turizing lotion  that  delivers  a  systemic  drug 
to  the  bloodstream.  Novavax  hopes  the  drug 
will  appeal  to  women  suffering  menopause 
symptoms  who  don't  like  popping  pills  and 
find  patches  a  nuisance. 

Problem  is,  women  may  quickly  forget 
that  the  moisturizer  carries  a  powerful  drug. 
Dr.  James  A.  Simon,  a  Washington,  D.C. 
reproductive  endocrinologist  who  was  an 
investigator  in  some  Estrasorb  clinical  trials, 
says  participants  "didn't  feel  like  they  were 
taking  medicine."  In  addition,  there  is  no 
proof  the  drug  is  any  safer  than  estrogen 
pills,  long-term  use  of  which  was  found,  in  a 
recent  Women's  Health  Initiative  study,  to 
slightly  increase  the  risk  of  stroke.  The 
combo  estrogen-progestin  pills  have  their 
own  risks:  They  may  boost  the  risk  of  breast 
cancer  and  heart  disease. 

Since  2002,  when  the  first  part  of  the 
Women's  Health  Initiative  study  came  out,  the 


estrogen-alone  market  has  decreased  16%  to 
$1.5  billion.  Wyeth's  Premarin  pill  dominates 
the  market;  various  transdermals  capture  $236 
million  in  sales.  Novavax  and  partner  King 
Pharmaceuticals  figure  the  upheaval  is  an  op- 
portunity. "There's  still  a  clinical  need,"  says 
Novavax  Chief  Executive  Nelson  M.  Sims. 
"Women  are  looking  for  new  choices."  Unlike 
estrogen  pills,  Estrasorb  and  other  transder- 
mals aren't  initially  metabolized  by  the  liver, 
so  they  produce  more  consistent  estrogen  lev- 
els in  the  bloodstream  than  pills,  Novavax  says. 
Other  firms  rushing  out  skin  estrogens  include 
Belgium-based  Solvay,  whose  Estrogel  should 
hit  the  market  this  summer,  and  California 
biotech  firm  Vivus,  which  will  begin  final-stage 
testing  of  an  estrogen  spray  this  year. 

For  decades  researchers  have  tried  to  find 
a  way  to  make  an  estrogen  lotion,  without 
much  success.  Problem:  Estrogen  is  normally 
soluble  only  in  alcohol,  not  water  or  oil.  No- 
vavax has  solved  this  by  blending  just  the  right 
ratio  of  water,  soybean  oil,  alcohol  and  the 
estrogen  estradiol  at  high  pressure  to  create 
stable  particles  less  than  100  nanometers  in  di- 
ameter (Vioo  the  size  of  a  red  blood  cell).  Each 
contains  a  tiny  droplet  of  estrogen-alcohol  so- 
lution suspended  in  the  water  and  oil.  The  par- 
ticles are  small  enough  to  penetrate  the  skin 
and  cross  into  the  bloodstream.  Novavax  says 
its  method  could  also  be  used  with  most  other 
alcohol-soluble  drugs.  The  company  just 
began  human  tests  of  a  topical  testosterone  to 
treat  female  sexual  dysfunction.  Other  possi- 
bilities include  rub-on  birth  control,  generic 
Prozac  and  even  a  morphine  lotion. 

But  putting  drugs  in  lotion  has  its  down- 
side. A  spokesman  for  Noven's  Vivelle-Dot, 
the  smallest  and  most  popular  estrogen 
patch,  with  $93  million  in  sales,  points  out 
the  negatives  on  Estrasorb's  label:  Sunscreen 
could  enhance  absorption,  and  before  the  lo- 
tion has  dried,  it  could  be  transferred  to 
intimate  partners.  Salves  are  no  panacea.  F 
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Key 


1.  New  design  already  tested. 

2.  Suppliers  already  linked. 

3.  Procurement  already  automated. 

4.  Blueprints  already  updated. 

5.  Engine  all  ready  for  takeoff. 


MIDDLEWARE  IS  IBM  SOFTWARE.  Powerful  software  like 
IBM  WebSphere*  Using  an  open  and  scalable  foundation, 
WebSphere  software  lets  you  swiftly  respond  to  change.  On 
demand.  Applications  are  easily  updated,  tested  and  deployed. 
Lead  time  is  shortened.  And  everything  clicks,  regardless  of 
platform.  WebSphere  delivers  it  all.  On  the  money.  On  demand, 
(©business  on  demand  "at  ibm.com/websphere/middleware 
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Money  Toques 

How  have  star  chefs  built  commercial  empires?  By  juggling  more  than  just  pots. 

BY  DIRK  SMILLIE 

EEMS  UNTHINKABLE,  BUT  CHEFS  USED  TO  BE  ORDINARY  WORKING  STIFFS— GREASY  GUYS  IN 
funny  hats  who  knew  their  place  (and  knew  it  was  beside  a  stove).  That  changed  with  the  advent 
of  Wolfgang  Puck,  Charlie  Palmer  and  the  rest  of  today's  kick  line  of  celebrity  cooks — each  a 
commercial  force  and  a  brand,  as  important  to  the  restaurant  business  as  Gable  and  Garbo  ever 
were  to  Hollywood. 

Alongside  Tiger  Woods  and  J.K.  Rowling  on  last  year's  Forbes  Celebrity  100  list  were  Alain  Ducasse,  Puck 
and  Emeril  Lagasse.  Emeril,  who  scored  his  own  sitcom  on  NBC  (it  failed),  now  appears  in  Crest  commercials. 
Their  power  reaches  far  beyond  product  endorsements.  Celebrity  chefs  have  turned  Las  Vegas,  for  example, 
|    into  a  food  oasis.  Try  opening  a  luxury  hotel  on  the  Strip  without  an  anchor  restaurant  presided  over  by  a  star, 
g  h       How  cooks  became  gods  is  told  in  Juliette  Rossant's  new  book,  Super  Chef:  The  Making  of  the  Great  Mod- 
em  Restaurant  Empires.  Rossant,  a  former  FORBES  reporter,  tracks  the  rise  of  six,  explaining  how  each  built  an 
g«  empire.  Not  all  of  them  grew  smoothly.  "This  is  a  trial-and-error  thing.  There's  no  101  course  on  how  to 
g  g  expand  a  restaurant  business,"  says  Todd  English.  He  should  know.  After  trying  to  launch  1 1  restaurants  and 
^  >  two  TV  series  in  less  than  four  years,  his  empire  imploded,  thanks  to  a  stinging  review  of  his  new  eatery  Olives 
S3  New  York  in  the  New  York  Times,  health  violations  and  lawsuits  from  his  partner  and  an  investor. 
1 1       While  today's  chef  seeks  wealth  by  playing  to  the  masses,  his  predecessor  got  rich  catering  to  kings.  He 
8«  now  comes  back  to  life  in  Ian  Kelly's  new  biography,  Cooking  for  Kings:  The  Life  of  Antonin  Careme, 


FORBES  LIFE  SUPERCHEFS 


the  First  Celebrity  Chef. 

Careme,  born  in  1783  and  abandoned 
at  the  age  of  10,  grew  up  in  a  seedy  slum  in 
Paris.  His  rise  to  stardom  began  after  the 
Revolution,  when  a  lawyer  named  Grimod 
de  la  Reyniere  parlayed  his  own  dining  ad- 
ventures into  the  Almanach  des  Gourmands. 
The  Zagat  of  its  day,  it  whet  ap- 
petites for  the  sort  of  cooking  at 
which  Careme  excelled. 

Every  celebrity  chef  has  sig- 
nature dishes.  Careme's  were 
dazzling  confections,  or  extra- 
ordinaires.  These  were  super- 
structures of  sweets.  Using  salt- 
pastry,  nougat,  spun  sugar  and 
marzipan,  he  created  Athenian 
ruins  with  fallen  columns,  ships 
in  full  sail,  Roman  temples  and  Chinese 
pagodas,  writes  Kelly.  Passersby  could 
peer  into  his  storefront  patisserie  on  the 
rue  de  la  Paix  to  watch  these  marvels 
being  made. 

One  who  took  notice  was  Napoleon's 
foreign  minister,  Talleyrand,  who  viewed 


the  culinary  art  as  crucial  in  the  theater  of 
diplomacy.  At  Talleyrand's  chateau  just 
outside  Paris,  Careme  began  cooking  for 
an  average  of  1 50  foreign  visitors  a  week. 

Like  superchefs  today,  Careme  pro- 
duced his  own  line  of  cookbooks.  The  first, 
published  in  1815,  was  a  smash.  Two  400- 
page  volumes  laid  out  recipes  for 
babas  and  madeleines,  fruit  jel- 
lies and  flans.  The  very  incon- 
gruity of  his  name,  which  in 
French  means  "Lenten  fast," 
probably  helped  sales. 

After  a  stint  with  Louis 
XVIII,  he  got  a  plum  offer  from 
George,  Prince  of  Wales.  The 
Prince  Regent,  an  unpopular 
spendthrift,  gave  Careme  a  stag- 
gering salary,  equivalent  to  $222,000  in 
today's  dollars.  The  prince  held  his  ban- 
quets on  a  200-foot-long  table,  the 
longest  in  London.  A  gurgling  stream 
stocked  with  goldfish  traversed  its  length, 
adorned  with  moss  and  flowers. 

The  world's  highest-paid  cook  later 


went  to  work  for  the  Romanovs.  At  Peter- 
hof  Palace  the  czar  had  a  giant  pulley  sys- 
tem that  raised  the  dinner  table  from  the 
kitchen  into  the  dining  room,  like  a  mas- 
sive dumbwaiter. 

Careme  died  171  years  ago,  but 
remains  a  presence  in  the  kitchens  of 
today's  Pucks  and  Palmers.  The  toque 
was  his  invention.  Chefs'  hats  of  the  19th 
century  were  floppy — unappetizingly 
similar  to  ones  worn  by  physicians. 
Careme  stiffened  his  with  cardboard  so  it 
would  stand  upright,  and  the  look  imme- 
diately caught  on.  He  also  invented  the 
first  taxonomy  of  sauces,  dividing  them 
into  four  styles:  veloute,  bechamel,  espag- 
nole  and  allemande. 

That's  the  same  classification  used 
today  in  the  all-too-numerous  Franco- 
centric  cooking  schools.  Superchef  Tom 
Colicchio,  one  of  Rossant's  six,  isn't  at  all 
pleased.  New  chefs  are  preoccupied  with 
hosting  TV  shows  and  getting  rich,  he 
grouses.  Never  before  in  culinary  history 
has  a  pot  so  defamed  a  kettle.  F 
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Forbes 

CAPITALIST  TOOL 


Running  your  company  is  hard  enough. 

The  Forbes/IEDC  Business  Relocation  Guide  featuring  the  Corporate 
Relocation  Calculator  provides  a  faster,  smarter  way  to  make 
expansion  and  relocation  decisions.  In  addition  to  the  Calculator,  this 
one-of-a-kind  resource  offers  instant  access  to  relocation  hot  spots, 
Forbes  research,  conference  resources,  a  site  selection  guide  and 
links  to  Business  Relocation  Guide  resources. 

It's  not  only  easy  —  it's  all  free  . . .  from  Forbes  and  the  International 
Economic  Development  Council  —  the  one  source  for  economic 
development  information.  Go  to  www.forbes.com/iedc  and  give 
the  Corporate  Relocation  Calculator  a  try  today.  Then  start  packing! 

Contact  Peter  Malloy  at  212-620-2224  for  more  information. 


The  IEDC  Business  Relocation  Guide  featuring  the  Corporate 
Relocation  Calculator  is  brought  to  you  by  IEDC,  Forbes  and 
these  featured  relocation  hot  spots.  Please  contact  them  for 
assistance  with  your  site  selection  needs. 
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Governor's  Office  ot  Appalachia 
1-800-848-1300  /  goa@ododstaKs.oh.ua 
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Florence  G  Kingston 
1-800-274-8348 
meda@newportnewsva.  com 
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RARE  DALI  PRINTS 

If  you  own,  or  are  considering  the  purchase 
of  a  Salvador  Dali  print.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is  fully 
documented  bv  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  'Salvador  Dali:  A 
Retrospective  of  Master  Prints/'  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  you  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter".  (SI  5  per  issue) 


Salvador  Dali 


A  Retrospective 
of  Master  Prints 


1-(8G0)  275-3254 

ask  for  Dept.  FM 

hup://www.daligal!cry.cum  •  FAX  3 10-454-2090 
Brana  Fine  Art"  15332  Anfiocfc  St,  *  KB,  Pun!'* Palisade.  (A  'X1272 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process. 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 
It's  InvestorTainment®  We  use  investor 
funds  to  purchase  distressed  properly 
nationwide.  The  properties  are 
rehabilitated  and  sold  for  a  profit-Simple! 
Rated  lowest  Risk  by  Dun  &  Bradstreet 
Toll  Free  (877)610-5982 
Office  847-426-8701 
CEO  847-341-4325 
Webs'te  www.investforclosures.com 
Email  info@investforclosures.com 


Sequoia  International  Consultants 


www.sequoiainternational.us 


REALISTIC  ASSET  PROTECTION 
AND  TAX  DEFERRAL 
STRATEGIES  FOR  THE  21  ST  CENTURY 

•  Offshore  Asset  Protection  Trusts 

•  Offshore  Corporations  and 
Limited  Liability  Companies 

•  International  Life  Insurance  Trusts 

•  Domestic  &  International 
Tax/Estate  Planning 


1-800-507-151 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 
on  NEW,  guaranteed 
seat  and  back  supports 
designed  by  a  leading 
back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
"riardiff  Manor,  NY  10510 
www. postureeducation.com 


CALL  TOLL-FREE  1-800-392-0383 


Sales  Leads  &  Mailing  Lists 


14  Million  Businesses -Select  by  geography, 
sales  volume,  business  type,  contact  name, 
credit  rating  and  more. 

13  Million  Executives  &  Prolessionals- 

Reach  the  right  decision  makers. 


Call:  1-800-264-4241 

www.infoUSA.com 


New  Homeowners, 
Wealthy  Individuals, 
New  Movers 


Select  by:  Age.  Income.  Home  Value,  Occupation 

Call:  1-800-266-7704 

Email:  sandiw@infousa.com 

www.infoUSA.com  02FOR 


Charge 
your  ad 


ent  A  Greek 
ruising  Palace 


And  sail 
among  the 
"aOGreek 
islands 


Also  available  for  Athens  Olympics  2004 
See  Website:  OlympicsAthens2004Yachting.com 

Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  6  to  50  guests, 
from  50'  to  200'  and  $700  to  $20,000  per  clay  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,-  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 
BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to... pamper  you. 

VALEF  YACHTS  LTD 

International  Headquarters:  7254  Fir  Rid.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)  641-1624  •  (215)  641-0423  •  (800)  223-3845  •  Fax:  (215)  641-1746 
E-mail:  info@valefyachts.com  •  Website:  VALEFYACHTS  com 
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Luxury  Real  Estate 


Investments 


Las  Olas  Isles/Fort  Lauderdale,  Florida 

ABSOLUTE  AUCTION 


Of  Spectacular  Waterfront  Estate 


•  Point  lot  with  300'  of  water  frontage 

•  200'  side  dockage,  direct  Ocean  access 

•  Walk  to  prestigious  Las  Olas  Blvd. 

•  Private  gated  entrance 

•  Sundecks,  3  fireplaces,  state-of-the-art 
media  room,  Smart  House,  guest  suite 


Daniel  DeCaro  Auction  On-Site:  Sat.  April  24,  11  am 
REAL  ESTATE  I 

AUCTIONS 


OPEN  FOR  PREVIEW  EVERY  SAT.  AND  SUN. 
1-800-332-3767 


Broker  participation  invited.  fSt 


Newsletter 


NANOTECH  IS  HOT... 
BUT  DON'T  GET  BURNED! 

Nanotechnology  is  changing  the  world  and 
creating  the  investing  opportunity  of  a 
lifetime.  We  told  our  readers  to  buy  Flamel 
(FLML)at$1.60anditisnowover 
$25. ..our  Nanosphere  Portfolio  is  up  over 
190%  since  March  2002  and  a  recent 
recommendation  popped  31.49%  in  one 
week.  But  beware  ofthe  hype!  The 
Forbes/Wolfe  Nanotech  Report  separates 
the  true  leaders  from  the  overpriced. 
Subscribe  Risk-Free,  save  67.5%,  pay  just 
$195,  and  get  2  Free  Reports. 

Call  800-523-7967  or  go  to 
www.forbeswolfe.com/frb 


John  ±  Christian 


DESIGNERS  8  CRAFTSMEN 


.  '1<'1"' 

Anniversary  'Date 

in  Roman  Numerals'. 
December  11. 
XII  XI  MCMXCVIII 
I4K  Gold  $690 
3  Day  Rush  Available  -  Free  Catalogue 


RINGBOX.COM  1-888-646-6466 


RAISING  ALPACAS  = 

World's  Finest  Livestock  Investment 
can  return 

50%  -  75%  annualy! 

Raising  Alpacas  for  foundation  breeding 
stock  and  fleece  is  a  sound,  renewable, 
long  term  multi-million  dollar  business  that 
can  return  huge  profit  for  many  years. 

Average  yearly  income 

per  adult  female  $10,000 

Productive  Years  15-20  years 

Yearly  Feed  and  Maintenance  less  than  $200 

Labor  per  day  (herd  of  ten)  30  mm 

Simple  Shelter  &  four  loot  woven  wire  fencing 
Clean.  Gentle,  and  easy  to  raise. 
Huge  Growing  Demand  Nationwide. 
Limited  Growth  Protects  Business. 
Great  Tax  Benefits  and  Lifestyle. 

rtemiock^BrookJJorm 

William  or  Kenda  Stern 
473  Wolf  Run  Rd  •  Cuba.  NY  14727 
Tel.  716-372-8968  •  wwvi.hemlockbrookalpacas.com 


Financial  Opportune 
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Lamps  &  Lighting 


Sell  Unneeded  Life  Insurance  Policies 

Life  insurance  policies  held  personally  or 
by  your  business,  that  are  no  longer 
needed,  can  be  sold  for  large  cash 
settlements  that  are  significantly  higher 
than  the  surrender  values.  Any  type 
policy.  Before  you  drop  a  policy: 
Call  for  free  evaluation: 
Terry  Rose  888-733-4088 
www.settlementlife.com 


thebrightspot.com 

Website  and  catalog  of 
Mission,  Mica,  Tiffany 
lamps  &  light  fixtures 
Arroyo  Craftsman's 
Asheville  Sconce 


(800)736-0126  othebrightspot.com 


Art  Wholesale 


Investment  Opportunity 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte' ,  Agam. 
Dali,  Haring.  Lichtenstein,  Behrens. 
Britto,  Fairchild,  Fazzino,  Hofmann. 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20.000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


Forbes  / 


Forbes  Stock  Market  Course 


First  published  in  I948  by  Malcolm  Forbes,  the 
Forbes  Stock  Market  Course  bas  helped 
thousands  of  investors  navigate  their  way  to 
profits  and  financial  success.  The  newest  edition 
gives  you  a  better  understanding  of  everything 
from  Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Slocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine  you 
are  invited  to  take  advantage  of  a  special  price 
of  )ust  $99.95  (save  $50  off  the  regular  $149.95 
price).  Go  to  www.forbesinc.com/smc  and  place 
your  order  now  or  call  1-800-429-0106. 


Own  Gold  in  the  Ground 
in  Manitoba,  Canada 

Cdn$10,000  a  year  buys  mineral 
rights  on  one  square  mile  of  proven 
gold-bearing  property,  excellent 
geology,  within  hauling  distance  of 
a  modern  smelter,  www.goldshore.ca 
or  846-167  Lombard  Avenue,  Winnipeg, 
Manitoba  R3B  0V3 


Forbes 

Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at .... 
www.forbes.com/customerservice 


Business  Fin, 


Advertisement 


BANK  SAYS  'NO'?... 
WE  SAY  'YES!' 

We'll  pay  you  cash  for  your  company's 
receivables  within  24  hours.  Approvals  by  phone. 
Personalized  service.  No  upfront  fees.  No 
collateral  required.  References  available.  Call 
today  to  CASH  $50,000  minimum  to  $2,500,000. 
It's  more  affordable  than  you  think. 

Mr.  Weil  (CEO)  800-499-6179 
(or  888-505-7332  for  recorded  information) 
www.4capitalsoIutions.com 


MONTANA  LAKE  HOME. 


Stunning  lake  and  mountain  views  from 
every  room.  Outdoor  fireplace  and  wraparound 
patios.  1  acre+.  Located  on  Flathead  Lake. 
One  hour  from  two  major  airports. 
Bordering  27-hole  golf  course.  Ideal  for  seasonal, 
permanent  or  vacation  home  or  corporate  retreat. 
Other  view  homes  and  homesites  available. 


MONTANA  LAKE  COHVTVm 


Poison,  Montana  \  800-375-0487  \  Email:  info@missionbayhome.com 


Business  Opportunities*  Business  Opportunitie 


Create  Real  Wealth!!! 

Huge  Profits  Saving  Companies 
Money  on  Their  Electricity  Costs! 

100%  Product  Credit  for  Investment 
Full  Training  and  World's  Best  Support 
Call:  1-206-686-3672 


Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits 
Complete  Training. 
Call  for  Free  Information. 

800-995-0049  ext.  1862 


$250,000  Profit 

First  year  in  business 
if  you  are  a  serious  person  who  wants 
to  make  serious  money. 
We  have  the  program  for  you. 
Investment  only  $18,900 

Call  1-800-399-0892 
You  Will  Make  Money 


VENTURE  CAPITAL  BUSINESS,  CAREER 
AND  INVESTMENT  OPPORTUNITY. 
POTENTIAL  SEVEN  FIGURE  INCOME. 

$9,750  INVESTMENT  REQUIRED. 
COMPLETE  INFORMATION  BY  E-MAIL. 
Call  214-446-0652 
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Form  Your  Delaware 
Corporation  or  LLC  Now! 

FREE  Delaware  Incorporation 


Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


"Former  Iowa  Prison  Guard 

Shows  Investors  How  to 
Escape  Financial  Prison  and 
Truly  Profit  From  America's 
Heartland" 

In  This  FREE  Report  I  reveal  the 
easy  to  implement  apartment  and 
commercial  property  investment 
system,  with  a  10  year  track  record, 
that  millionaire  real  estate  investors 

are  profiting  from  -  here  in  the 
heartland  of  the  U.S.  With  No  Time 
Consuming  Management  Necessary 
-  and  how  I  discovered  it  years  ago 
while  working  as  a  prison  guard. 
www.daringarman.net  or 
FREE  Recorded  Message  At 
1-800-471-0856  ID#3333 


OFFSHORE 
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♦Companies 
♦Banking 
♦Credit  Cards 
♦Privacy  k,aPltal  AsstA 

J  Management 

(800)  710-0002     Free  Brochure 
Visa/MC/Amex  wwwassetprotcction.com 


TIMESHARES 


save  up  to.. 

70 


% 


off  retail! 


.  BEST  RESORTS. 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  800-640-7639 


HOLIDAYGROUP.com 


Real  Estate  Joi 


ACQUIRE  REAL  ESTATE! 

You  Locate,  We  Fund.  Co-Own 
Or  Just  Cash  Out!  Gain  Access  to 

Over  6,400  Cash  Investors! 
Free  Info:  1-866-541-1792  Ext.  290 


CORPORATIONS 


♦nevada/offshore 
•llcs/trusts 
♦banking/privacy 
♦asset  protection 

(800)261-2920 


•  
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OVER  300  PRE-OW  NED 

ROLEX  IN  STOCK 
also  Curlier.  Breitling  &  Tag 
Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 

Slh  S  Chestnut  Slieeli,  PhilY,  PA  1*0  .notnihriitande 
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THOUGHTS 

On  the  Business  of  Life 


Language  is  communication,  but  when  the  same  words  in  a  language  mean  different  things, 
it  creates  certain  difficulties  for  those  who  haven't  got  the  latest  word.  Like,  to  the  young  these 
days,  if  something's  "really  bad,"  that  means  it's  really  good.  The  other  day  someone 
commented  to  me  on  the  reason  Area,  a  Big  Apple  disco,  was  thriving:  "The  people  who  go  there  are 
more  contemporary."  Giving  old  words  new  meanings,  I  guess,  is  what  makes  a  living  language  very 
much  alive.  —MALCOLM  S.  FORBES  (1986) 


/  wish  people  who  have  trouble 
communicating  would  just  shut  up. 

—TOM  LEHRER 


Talk  is  cheap  because  supply  exceeds 
demand. 

—ANONYMOUS 


Is  sloppiness  in  speech  caused  by  ignorance 
or  apathy?  I  don't  know  and  I  don't  care. 

—WILLIAM  SAFIRE 


When  ideas  fail,  words  come  in  very 
handy. 

—GOETHE 


One  good  thing  about  being  a  man  is  that 
men  don't  have  to  talk  to  each  other. 

—PETER  COCOTAS 


There  are  very  few  people  who  don't 
become  more  interesting  when  they  stop 
talking. 

—MARY  LOWRY 


Jlie  opposite  of  talking  isn't  listening. 
The  opposite  of  talking  is  waiting. 

—FRAN  LEBOWITZ 


One  thing  talk  can't  accomplish  is 
communication.  This  is  because 
everybody's  talking  too  much  to  pay 
attention  to  what  anyone  is  saying. 

—P.).  O'ROURKE 


Silence  is  argument  carried  on  by  other 
means. 

—CHE  GUEVARA 


Precision  of  communication  is  important, 
more  important  than  ever,  in  our  era 
of  hair-trigger  balances,  when  a  false  or 
misunderstood  word  may  create  as  much 
disaster  as  a  sudden  thoughtless  act. 

— (AMES  THURBER 


fust  because  your  voice  reaches  halfway 
around  the  world  doesn't  mean  you  are 
wiser  than  when  it  reached  only  to  the 
end  of  the  bar. 

—EDWARD  R.  MURROW 


After  all  is  said  and  done,  more  is  said 
than  done. 

—ANONYMOUS 


The  hand  that  rules  the  press,  the  radio, 
the  screen  and  the  far-spread  magazine 
rules  the  country. 

—LEARNED  HAND 


A  Text... 

It  is  written,  Man  shall  not  live 
by  bread  alone,  but  by  every  word 
that  pro ceedeth  out  of  the  mouth 
of  God. 

—MATTHEW  4:4 

Sent  in  by  Fred  Mueller,  Punta  Gorda,  Fla. 
What's  your  favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the  Business  of  Life  is 
given  to  senders  of  Bible  texts  that  are  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetically  by 
subject,  are  available  in  a  900-page,  one-volume 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  on  the 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping  and 
$1  per  item  for  handling  (add  applicable  sales  tax). 
To  order,  please  call  toll-free,  1-800-876-6556. 
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The  Chrysler  300  starts  at  $23,59  5'  »  7-year  or  70,00Omile  Powertrain  Limited  Warranty'  inclgded  >•  To  learn  mare  about  our  MulM>isplacer» 


THE  TOTALLY  NEW  CHRYSLER  300C 


Can  inspiration  make  your  heart  stop  and  your  pulse  race  at  tf 

raw  acceleration  and  intelligent  fuel  econ 


all  this  style  and  engineering  b 


'As  shown,  $32,995.  MSRP  excl 


udes  tax  t7-year/70,000-mile  Powertrain  Limited  Warranty  on  all  new  Chrysler  vehicles  See  dealer.for  a  copy  of  this  limited  w  * 


■ 


IDS},  take  a  virtual  tour  at  CHRYSLER.COM/300,  or  call  1.800. CHRYSLER  >  C_.  I"!  ■  <  Y  fcr  K 


INSPIRATION  COMES  STANDARD 


i  me  time?  Yes.  Can  a  340-horsepower  HEMT  V8  provide  both 

/?  With  our  MDS  system,  definitely.  And  can 

ours  for  under  33K?  Absolutely- 

IJrerable  to  second  owner  with  fee.  A  deductible  applies.  tEPA  EST.  1 7  Cty.  25  Hwy. 


Bill  is  our  president.  He  stresses  the  importance  of  integrity  in  money 
jmanagement.  He  knows  that  we  succeed  only  by  making  others  successful. 
Can  strong  values  contribute  to  strong  results?  Just  look  at  the  numbers. 


fame  of  Fund 

Fund  Category 

1  Yr. 

5  Yrs. 

10  Yrs. /Life  of  Fund 

Inception  Date 

istaSM  (Twcvx) 
llobal  Growth*  (TWGGX) 
large  Company  Value+  (ALVIX) 
High-Yield  Muni+t  (ABHYX) 

Mid-Cap  Growth 
World  Stock 
Large  Value 
High-Yield  Muni 

42.82% 
34.52% 
28.97% 
6.37% 

12.16% 
6.94% 

5.51% 

8.62%/ 10.58% 

—  /8.57% 

—  /4.92% 

—  /5.94% 

11/25/83 
12/1/98 
7/30/99 
3/31/98 

werage  annual  total  returns  as  of  12/31/03 

lata  presented  reflect  past  performance  and  are  no  guarantee  of  future  results.  Current  performance  may  be  higher  or  lower  than  the  per- 
irmance  shown.  Investment  return  and  fund  share  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  To  obtain 
le  most  current  performance  data,  please  contact  us.  Performance  reflects  Investor  Class  shares.  For  information  about  other  available  share 
lasses,  please  consult  the  prospectus.  Data  assume  reinvestment  of  dividends  and  capital  gains. 


bu  should  consider  a  fund's  investment  objectives,  risks,  and  charges  and  expenses  carefully  before  you  invest.  The  fund's  prospectus,  which 
;an  be  obtained  by  calling  1-877-44-AMCEN,  contains  this  and  other  information  about  the  fund,  and  should  be  read  carefully  before  investing. 

nternational  investing  involves  special  risk,  such  as  political  instability  and  currency  fluctuations. 

Available  exclusively  through  investment  professionals. 

nvestment  income  may  be  subject  to  certain  state  and  local  taxes  and,  depending  on  your  tax  status,  the  federal  alternative  minimum  tax. 
Capital  gains  are  not  exempt  from  state  and  federal  income  tax.  The  lower-rated  securities  in  which  the  fund  invests  are  subject  to  greater  credit 
isk,  default  risk  and  liquidity  risk. 


onesty.  Hard  work.  Patience.  We  believe  strong  values  and 


rong  performance  go  hand  in  hand.  American  Century 

Investments 

Genuine.  Results. 


Call  1-877-44-AMCEN  or  your  investment  professional,  or  visit  www.americancentury.com 


erican  Century  Investment  Services,  Inc.  The  American  Century  logo,  American  Century  and  American  Century  Investments  are  service  marks  ol  American  Century  Services  Corporation.  ©2004  American  Century  Services  Corporation 
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REAL-TIME  NIRVANA 


Data  Goes  Into  Action 

No  more  Information  lags.  Sybase  Rea 
Time  Data  Services  proactively  pushe 
data  to  where  it's  needed,  when  it's 
needed,  in  the  form  it's  needed. 


©2004.  Sybase.  Inc.  Sybase  and  the  Sybase  logo  are  registered  trademarks  of  Sybase  Inc  XPLANATIONS™  by  Xplane  com  ■  All  other  company  and  product  names  mentioned  may  be  tiademarks  of  the  respecbve  companies  with  which  they  are  associated 
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Data  Goes  To  The  Edge 

Real-time  data  everywhere.  Sybase 
mobile  middleware  and  mobile  databases 
enable  secure,  wireless  delivery  of 
relevant,  intelligent,  actionable  data. 


Data  Gets  A  Lot  Smarter 

Your  data  gets  smarter  every  step  of  the 
way.  Sybase  Integration  Orchestrator  links 
isolated  events  with  knowledge  and  then 
correlates  those  events  into  meaningful 
business  performance  metrics. 


Sybase  Real  Time  Data  Services 

can  help  your  enterprise 
become  smarter,  faster,  and  more 

responsive.  Implementing 
a  real-time  initiative?  Start  with 
our  new  White  Paper. 

Sybase 

The  Enterprise.  Unwired. 


Free  White  Paper 
www .  Sybase .  com/rts 
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RUN  EVERYTHING  FASTER 

Only  VERITAS  software  identifies  the  root  cause  of  performance  problems,  from  business 
applications  all  the  way  down  to  storage  arrays.  Software  for  Utility  Computing.  At  veritas.com 


VERITAS 


©  2004  \  ERITAS  Software  Corporation.  All  rights  reserved.  VERITAS  and  the  VERITAS  l  ogo  are  trademarks  or  registered  trademarks  of  V  ERITAS  Software  Corporation 
or  ii-  affiliates  in  the  U.S.  and  other  countries.  Other  name-  may  be  trademarks  of  their  respective  owners. 
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98    Riding  the  New  Wi-Fi  Wave 

The  Internet  will  wipe  out  old  phone 
service.  Qwest  says,  "Bring  it  on!" 
By  Scott  Woolley  and  Quentin  Hardy 

54   Walgreen's  Drug  Dilemma 

Giant  Walgreen  has  never  been  so 
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The  Anger  Management  Portfolio  Rather 

than  curse  the  darkness  you  should  buy  stock  in  a  candle  com- 
pany, if  it  has  good  earnings  momentum.  That  way  you  won't  be 
cursing  the  price  of  candles,  either. 

I  am  inspired  to  this  new  approach  to  portfolio  management 
by  John  Turrettini's  survey  of  oil  producers  on  page  131.  You're 
probably  hopping  mad  about  the  price  of  gas.  But  why  get  mad 
when  you  could  break  even?  Pick  up  a  few  shares  of 
ExxonMobil  (42,  X0M)  and  you  will  be 
less  distressed  every  time  OPEC 
rigs  another  price  hike.  Pick 
up  enough  shares  and 
you  can  cover  your  fuel 
bills  with  the  dividends. 

Lots  of  people  spend 
their  lives  trying  to  out- 
guess the  market.  We 
can't  all  succeed  at  this 
venture.  But  we  can  im- 
munize ourselves  to  some 
of  the  economy's  slings  and 
arrows.  The  concept  here  is  to  buy  just  enough  of  a  few  key  ven- 
dors that  you  are  indifferent  to  their  price  gouging. 

You  might  or  might  not  live  better  in  retirement  than  you 
would  with  a  bland  stake  in  an  index  fund.  But  you  definitely 
will  sleep  better.  You  are  arbitraging  away  some  of  the  economic 
risk  in  your  life. 

Anyone  over  the  age  of  50  ought  to  have  some  pharma 
shares.  If  you  are  on  statins,  go  for  Pfizer  (36,  pfe)  or  Merck  (45, 
mrk).  Merck,  trading  at  half  its  high  of  a  few  years  ago,  is  a  bar- 
gain because  Wall  Street  is  disappointed  with  the  product 
pipeline.  But  look  at  the  dividend  ($1.48  indicated).  A  thousand 
shares  will  probably  do  you  a  lot  more  good  in  your  old  age  than 
the  new  Medicare  coverage. 

Prices  may  not  be  the  only  things  getting  you  down.  What  if 
it's  the  creepy  background  music  where  you  shop?  Muzak,  alas, 
is  privately  owned.  So  buy  Liberty  Media  (II,  L),  also  in  this 
racket. 

The  sidewalks  of  New  York  are  polka-dotted  with  gum. 
Curse  it?  Move  to  Singapore?  No,  just  grab  a  round  lot  of 
Wrigley  (60,  WWY)  and  laugh  all  your  sticky  way  to  the  bank.  And 
don't  be  upset  with  the  legislators  who  enact  your  state  or 
county  budget.  MBIA  (65,  MBl)  makes  a  nice  profit  helping  these 
idiots  float  bonds. 

International  Paper  (42,  IP)  is  awfully  expensive  at  65  times 
trailing  earnings.  But  think  of  the  psychic  rewards.  Do  you  ever 
read  magazines?  IP  makes  the  paper  stock  for  those  renewal 
cards  that  flutter  into  your  lap. 
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Run  this  for  18  months. 


Save  this  much  fuel. 


Look  what  just  came  down  the  tracks. 

The  reliable  new  Evolution  Series™  locomotive  from  GE  squeezes 
more  miles  out  of  less  fuel  than  any  comparable  model.  It  also  cuts 
down  on  emissions  so  efficiently,  it  exceeds  EPA  standards. 

Is  that  any  way  to  run  a  railroad?  We  think  so. 


/ 

imagination  at  work 


The  most  important 
financial  tool  of  all  is  trust. 


Every  client  wants  something  different  from  their  financial  advisor, 
except  when  it  comes  to  integrity.  To  see  why  our  client  relationships  last  for 
generations,  we  invite  you  to  call  William  A.  Flemer  at  212.408.7705. 
Or  visit  us  at  www.bankofny.com. 

The  Bank  of  New  York 

Private  Client  Services 

Since  1784 


Private  Banking    Asset  Management   Trusl  8t  Estate  Services    Financial  Planning 
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It  Was  the  Best  of  Times,  It  Was  the  Worst  of  Times 

I  have  issues  with  "A  Tale  of  Two  Cities"  {Apr.  12,  p.  94)  about  outsourcing. 
The  article  states  that  "some  of  America's  cash  comes  right  back."  FORBES 
cites  examples  of  McDonald's  french  fries  and  Gap  jeans.  I  could  see  that  ar- 
gument if  those  jeans  were  actually  made  in  America.  But  foreign  labor  reaps 
all  the  rewards.  The  McDonald's  franchise  in  India  does  not  employ  Amer- 
icans. And  those  jeans  aren't  made  by  Americans.  The  article  neglects  the  im- 
plications of  job  loss  on  the  middle  class  and  its  effects  on  our  economy. 
How  would  I  be  able  to  put  money  back  into  the  economy  if  I  had  to  take  a 
50%  pay  cut? 

SHARON  ROGERS 
Columbia,  S.C. 

"A  Tale  of  Two  Cities"  says  that  the  U.S.  gets  back  $1.12  for  every  dollar  spent 
on  offshoring,  according  to  McKinsey  consultants.  I  read  the  McKinsey 
report.  The  second-biggest  component  of  the  $1.12  is  45  cents  to  47  cents  for 
the  "potential  future  benefit"  of  the  "value  from  U.S.  labor  reemployed."  The 
report  explains  that  that  figure  is  from  new  jobs  that  will  be  generated,  based 
on  the  "reasonable  assumption"  that  "redeployment  continues  at  the  rate  it 
has  over  the  past  two  decades."  I  hope  there's  more  to  the  McKinsey  analysis 
than  that,  but  I  couldn't  find  it.  Offshoring  is  a  very  important  issue  and 
deserves  more  than  historical  extrapolations  concocted  in  the  spiritual  home 
of  Jeffrey  Skilling. 

DIANE  ANDERSON 
Chicago,  III. 


Peekaboo  in  Bombay? 

Regarding  "Made  in  America"  (Apr.  12, 
p.  104),  I  have  been  told  by  at  least  two 
doctors  that  our  X  rays,  medical  tran- 
scripts and  reports  are  now  being  pro- 
duced and  sometimes  even  read  in  India. 
I  also  learned  that  it  would  take  at  least 
two  weeks  to  get  a  copy  of  a  personal 
check  I  wrote.  Why?  Because  the  request 
was  to  be  sent  to  India  for  copying  and 
processing.  If  this  is  true,  I'd  be  afraid  to 
give  out  any  personal  information  at  all. 

SHARON  SISMONDO 
Wintersville,  Ohio 


Phi  Beta  Burger 

Regarding  "You  Want  Data  With 
That?"  (Mar.  29,  p.  58),  I  recently  had 
dinner  with  my  son-in-law  and  his 
family.  I  asked  them  what  they 
thought  of  lawyers  suing  McDonald's 
because  people  got  fat.  Daniel,  my  11- 
year-old  grandson,  answered,  "Pop, 
McDonald's  doesn't  say  their  food  is 
healthy.  They  just  say  it  tastes  good." 
An  11 -year-old  gets  it.  Yet  the  attor- 
neys don't. 

HARVEY  R.  TUCK 
Dayton,  Ohio 
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We 
want 
you  to 
know 


Aetna  HealthFund® 


The  results  are  in 
on  Aetna  HealthFund. 

Aetna  has  led  the  way  in  developing 
consumer-directed  plans  that  offer 
quality  coverage  and  help  reduce  costs. 
And  the  big  news  today  is  that 
quantitative  research  confirms  that 
Aetna  HealthFund  succeeds  on  both 
counts.  Aetna  HealthFund  members' 
costs  increased  by  just  1.5%  compared 
to  significantly  higher  increases  for 
similar  populations  enrolled  in  traditional 
plans.  They  also  sought  preventive 
care  more  frequently,  and  used  generic 
drugs  more  often.  No  wonder  nine  out 
of  ten  members  said  they'd  choose  the 
plan  again.  To  find  out  more  about  how 
Aetna  HealthFund  can  benefit  your 
business  and  your  employees,  call  your 
broker,  Aetna  representative,  or  visit  us 
today  at  aetna.com. 


We  want  you  to  knowv 


)f Aetna 


©  2004  Aetna  Inc.  Aetna  HealthFund'-  plans  are  ottered  through  Aetna  Life  Insurance 
Company.  Plans  contain  exclusions  and  limitations.  Information  is  based  on  an  Aetna 
Integrated  Informatics  study  of  Aetna  HealthFund  enrollment  (January-September  2003). 
-200456 
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MCDONALD'S  SOFTWARE'S  NEXT  slump 
The  Sizzle  Is  Back  tflMf  TO  DUMP  YOUR  STOCKS' 
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Praise  the  Lord 

Regarding  "Lord  of  the  Rigs"  (Mar.  29, 
p.  66),  that  Wade  Thompson  {above)  has 
no  public  relations  department  at  Thor 
Industries  is  a  testament  to  his  zest  and 
determination.  The  article,  however,  ne- 
glects Wade's  indefatigable  pledge  to 
beat  prostate  cancer.  Wade  founded  the 
"Drive  Against  Prostate  Cancer"  by  con- 
verting a  40-foot  Airstream  vehicle  into 
a  doctor's  office  on  wheels.  The  Na- 
tional Prostate  Cancer  Coalition  now 
directs  this  program  and  through 
Wade's  generosity  will  encourage  some 
10,000  men  to  get  screened  for  prostate 
cancer  this  year. 

RICHARD  N.  ATKINS 
Pres.,  National  Prostate  Cancer  Coalition 
Washington,  D.C. 

What's  My  Line? 

"Rhinestone  Heiress"  (Mar.  15,  p.  74) 
quoted  me  as  saying,  "When  I  first 
started  in  this  business,  we  used  100% 
domestically  made  products."  This  re- 
quires clarification.  When  I  began  work- 
ing at  Hord  Crystal,  almost  all  our  cus- 
tomers manufactured  products  using 
rhinestone  chains  and  components  pur- 
chased domestically.  Today  many  of  these 
customers  are  either  out  of  business  or 
no  longer  manufacturing.  Our  industry 
now  looks  to  Asia,  where  low  labor  costs 
give  manufacturers  there  a  huge  advan- 
tage. Major  department  stores  used  to 
buy  American-made  products,  but  today 
are  content  purchasing  less  expensive  im- 


ports. Since  1946  Hord  Crystal  has  been 
manufacturing  rhinestone  chains  and 
findings,  set  mostly  with  stones  pur- 
chased from  Swarovski.  Hord  Crystal  re- 
lies on  new  product  development  and  ex- 
cellent customer  relations  to  help  combat 
imports.  Our  industry  faces  difficult 
times;  however,  we  will  be  aggressive  in 
supporting  our  customers. 

BILL  FELDMAN 
President,  Hord  Crystal  Corp. 

Pawtucket,  R.I. 

If  Doctors  Really  Scrubbed  In ... 

I  was  surprised  by  "Rich  School,  Poor 
School"  (Sidelines,  Mar.  15,  p.  20), 
which  states  [with  regard  to  the  test  gap 
being  beyond  the  power  of  schools  to 
eliminate],  "It  occurs  because  our  soci- 
ety pays  doctors  more  than  dishwash- 
ers." FORBES  ignores  economic  logic. 
How  much  doctors  are  paid  has  noth- 
ing to  do  with  what  society  wants.  The 
fact  is  that  people  like  to  work  less,  but 
they  also  like  more  money.  Given  these 
facts,  if  doctors  and  dishwashers  made 
the  same  amount,  everyone  would  be- 
come dishwashers.  Then  there  would  be 
a  shortage  of  doctors.  According  to  the 
laws  of  supply  and  demand,  the  short- 
age of  doctors  would  cause  their 
"prices"  to  go  up.  Smarten  up,  FORBES. 
I  was  starting  to  think  I  was  reading 
some  sort  of  communist  manifesto. 

IRWIN  MAH 
West  Vancouver,  B.C. 

The  Years  Between  Us 

"Trading  With  the  Enemy"  (Apr.  12,  p.  86) 
implied  that  Under  Secretary  of  Commerce 
Kenneth  Juster  believes  it  would  take  at  least 
five  years  to  put  an  export  control  system  in 
place  in  the  United  Arab  Emirates.  The  five- 
year  time  frame  was,  in  fact,  a  FORBES  esti- 
mate. In  an  interview  Mr.  Juster  indicated 
that  the  U.S.  government  has  "an  aggres- 
sive program"  to  assist  the  UA.E.  in  the  de- 
velopment of  a  comprehensive  export  con- 
trol system  in  "a  few  years." 


Forbes 


Send  e-mail  to  readers@fotbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 
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SUCCESS  IS  BEING  IN  THE  RIGHT 
PLACE,  AT  THE  RIGHT  TIME. 


iQue™  3600.  Palm  OS  -based  PDA  meets  street-smart  GPS  navigator.  And  your  days  of  asking  for 
directions  are  history.  iQue  can  remind  you  of  an  appointment,  show  the  location  on  a  brilliant  color 
map,  and  then  guide  you  there  with  turn-by-turn  directions  and  voice  prompts.  You  can  even  look  up 
street  addresses,  restaurants  or  the  nearest  coffeehouse.  Record  comments  from  your  client  meeting 
or  just  kick  back  and  listen  to  tunes  on  the  MP3.  All  this  in  one  sleek  mobile  device  —  simply  brilliant. 
iQue  3600.  The  smart  way  to  navigate  your  day.™ 


www.garmin.com  nasdaqgrmn 


GflRMIN 


Available  through: 


@  IQMPW1   ®  RadioShack 


SAS,  the  leader  in  business  intelligence  software,  challenges. 


Achieve  corporate  compliance  now. 
Or  watch  investor  confidence  shatter. 


Ff 

B.' 


ENTERPRISE  INTELLIGENCE 


SUPPLIER  INTELLIGENCE 


ORGANIZATIONAL  INTELLIGENCE 


CUSTOMER  INTELLIGENCE 


INTELLIGENCE  ARCHITECTURE 


Your  Sarbanes-Oxley  compliance  deadlines  draw  nearer  every  day.  SAS"  Corporate  Compliance 
software  provides  a  complete  infrastructure  to  inventory,  monitor,  audit  and  authenticate  your 
disclosure  controls  and  procedures.  So  you  can  achieve  compliance  with  regulations, 
including  Section  404,  while  protecting  your  reputation  and  shareholder  value.  SAS  empowers 
you  to  deliver  accurate,  timely  financial  statements  that  minimize  risk.  Prepare  now  for  any  new 
regulations.  And  focus  your  time  on  managing  your  business.  To  find  out  more,  give  us  a  call 
toll  free  1  866  270  5729  or  visit  our  Web  site. 

www.sas.com/compliance 


The  Power  to  Know, 


SAS  and  all  other  SAS  Institute  Inc.  product  or  service  names  are  registered  trademarks  or  trademarks  of  SAS  Institute  Inc.  in  the  USA  and  other  countnes.  ®  indicates  USA  registration. 
Other  brand  and  product  names  are  trademarks  of  their  respective  companies.  ©  2004  SAS  Institute  Inc.  All  nghts  reserved.  269239US.0304 


FACT  AND  COMMENT 

By  Steve  Forbes,  editor-in-Chief 

'"With  all  thy  getting  get  understanding" 


We  Will  Win 


THE  GHASTLY  MURDERS  OF  AMERICAN  CIVILIANS  IN  IRAQ  AREN'T 
a  sign  of  terrorist  strength,  but  of  weakness.  Islamic  extremists  know 
they  are  losing  the  war.  Civil  society  is  beginning  to  emerge  in  Iraq. 
Roads  are  being  built,  utilities  are  functioning  better  and  better.  The 
turnover  of  authority  on  June  30  will  curtail  the  fanatics'  ability  to 
maneuver,  as  Iraqis  effectively  take  over  internal  policing  and  recog- 
nize that  they  can  take  control  of  their  destiny  No  wonder  the  fun- 
damentalist fascists  are  worried.  They  believe  that  if  they  commit 


horrific  atrocities  against  us,  our  allies  and  Iraqis  who  want  a  mod- 
ern, democratic  society,  we  and  our  allies  will  tire  of  the  effort  and 
mm  tail.  Look  at  Vietnam,  they  chant  to  themselves,  look  at  Madrid. 

We  must  prepare  ourselves  for  a  bloody  year.  Terrorists  will 
make  every  effort  to  pull  off  Madrid-like  atrocities  in  the  U.S.  as 
our  elections  near.  The  forces  of  good,  however,  when  combined 
with  consistency  and  determination  have  always  triumphed. 
This  war  will  be  no  exception. 


Reaping  the  Whirlwind 


BRAZIL  AND  ARGENTINA  SIGNED  A  PACT  IN  MARCH  PLEDGING 
to  cooperate  with  each  other  in  order  to  get  the  International  Mon- 
etary Fund  to  take  an  easier  stance  toward  them.  Together  these  two 
countries  account  for  nearly  half  of  the  IMF's  loan  portfolio. 
Buenos  Aires  and  Brasilia  are  well  aware  of  the  old  adage  that  a  big 
borrower  is  not  a  supplicant  to  lenders  but  a  partner.  Allied,  they 
figure  they  are  too  big  to  fail,  and  the  IMF  can  be  brought  to  heel. 

Argentina's  been  playing  hardball  with  the  IMF  for  a  couple  of 
years,  and  up  to  now  the  international  bureaucrats  have  been  doing 
the  blinking.  Last  month  the  IMF  agreed  to  roll  over  a  $3.1  billion 
loan,  even  though  Argentina  has  thumbed  its  nose  at  the  IMF's 
attempts  to  impose  conditions  and  restrictions.  Argentina  merely 
promised — wink,  wink — that  it  will  try  to  do  better  in  the  future. 

Too  bad  Brazil  and  Argentina  won't  actually  follow  through  on 
their  threats  and  throw  the  IMF  over  a  financial  cliff.  The  agency's 
record  of  rehabilitating  countries  is  one  of  almost  unbroken  failure. 
It  routinely  prescribes  dreadful  antigrowth  policies,  such  as  higher 
taxes  and  the  inflation-inducing  debasement  of  domestic  currencies 
through  big  devaluations.  Only  when  the  IMF  steps  back  does  a 


country  have  a  chance  to  recover.  Why  has  the  U.S.  turned  a  blind  eye 
to  this  runaway  antiprosperity  agency?  We  ourselves  went  through 
IMF-like  inflation  and  higher  taxes  in  the  1970s,  and  all  we  had  to 
show  for  it  was  a  decade  of  chronic  economic  crisis  and  stagnation. 

The  IMF  has  brought  this  pretty  pass  on  itself.  In  fact,  Argentina 
and  the  IMF  deserve  each  other.  Buenos  Aires  is  cavalierly  deter- 
mined to  stiff  holders  of  more  than  $80  billion  worth  of  its  bonds. 
It's  been  offering  a  package  to  bondholders  that  would,  in  real  terms, 
give  back  only  ten  cents  on  the  dollar.  This  kind  of  commercial  thug- 
gery will  condemn  Argentina  to  a  long-term  pattern  of  subpar 
progress  punctuated  by  periodic,  but  short-lived,  surges  of  growth. 

Too  bad  our  Treasury  Department  doesn't  read  the  riot  act  to 
the  IMF  and  tell  it  to  push  pro-prosperity  policies,  such  as  low 
taxes,  stable  money,  property  rights,  easing  regulations  for  starting 
a  business  (in  many  countries  it  takes  years  to  get  all  the  licenses — 
and  experts  wonder  why  people  operate  outside  the  system)  and 
reducing  trade  barriers  internally  and  externally. 

Maybe,  though  unlikely,  the  Brazil/ Argentina  anti-IMF  pact  will 
finally  wake  up  our  irresponsible,  somnolent  Treasury  Department. 


Uncle  Sam:  Perpetrator  of  Pain 


TOUGHER  TIMES  ARE  AHEAD  FOR  PEOPLE  SUFFERING  SERIOUS 
pain.  The  federal  government  is  cracking  down  on  prescription 
drug  abuse.  Potent  painkillers,  primarily  OxyContin,  have  soared 
in  popularity  among  drug  abusers,  but  the  feds'  tactics  are  inad- 
vertently hurting  tens  of  millions  of  innocent  patients.  Enforcers 
are  increasing  surveillance  of  doctors  who  prescribe  painkillers; 
their  approach  almost  being:  "If  you  prescribe  them,  prove  to  us 
you're  not  guilty."  And  the  feds  are  tightening  rules  covering  the 
circumstances  in  which  these  painkillers  can  be  prescribed. 

It's  no  surprise  that  state  regulators  are  getting  into  the  act, 
particularly  in  the  aftermath  of  the  publicity  surrounding 
addicted  celebrities  such  as  Rush  Limbaugh. 

Public  officials,  alas,  have  been  about  as  prudent  and  sensible 
in  initiating  these  crackdowns  as  a  thug  wielding  a  sledgeham- 


mer. Physicians  can  be  held  legally  responsible  if  a  patient  abuses 
something  like  OxyContin.  They  are  also  on  the  hook  if  the  per- 
son they  prescribe  the  drug  to  ends  up  selling  it  illicitly.  Prose- 
cutors don't  necessarily  have  to  prove  criminal  intent. 

No  doctor  relishes  being  investigated  simply  because  he  or  she 
prescribes  certain  kinds  of  drugs.  The  tendency  now,  in  too  many 
cases,  is  for  doctors  to  undertreat  pain.  Can  you  blame  them?  Suffer- 
ers of  arthritis  and  cancer  will  suffer  even  more.  This  is  truly  criminal. 

For  years  the  American  medical  profession  undertreated  pain 
for  fear  that  patients  would  become  addicted  to  drugs  such  as 
heroin.  People  needlessly  suffered  unnecessary  agony,  and  many 
became  severely  depressed.  Most  of  serial  killer  Dr.  Jack  Ke- 
vorkian's "assisted  suicide"  victims  were  such  unfortunate  folks. 

Just  as  the  medical  profession  became  more  aware  of  and  re- 
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sponsive  to  the  pain  crisis — despite  abuses,  painkillers  have  immea- 
surably improved  the  quality  of  life  for  millions  of  sufferers — it  is 
being  forced  to  retreat  because  of  heavy-handed  law  enforcement. 
By  all  means,  crack  down  on  illegal  online  pill  mills.  Do  give  out 


more  warnings  on  how  dangerous  and  potentially  addictive  some 
of  these  medications  can  be.  But  subjecting  physicians  to  harass- 
ment and  the  fear  of  possible  prosecution  for  helping  to  alleviate 
their  patients'  pain  is  law  enforcement  malpractice  of  the  first  order. 


Food  Fight 


RELIGION,  MONEY,  POLITICS  AND  SEX.  ADD  "DIETS,"  WHICH,  IN 
the  minds  of  some  Americans,  is  a  subject  as  intense  and  sensi- 
tive. Certain  vegetarians,  for  instance,  see  red  (meat?)  over  the 
surging  popularity  of  the  low-carb,  fat-  and  meat-rich  Atkins  diet 
(see p.  119).  One  such  individual  caused  a  stir  by  leaking  the  med- 
ical examiner's  report  after  Dr.  Atkins  died  from  head  injuries  sus- 
tained in  a  fall.  (The  leaker,  also  a  physician,  should  have  his  med- 
ical license  revoked  for  violating  doctor- patient  confidentiality.) 

The  revelations  purported  to  show  that  Dr.  Atkins  was  fat  and 
that  his  eat-meat-and-be-thin-and-happy  approach  to  losing  weight 
was  a  sham.  Certain  nutritionists  still  harrumph,  despite  studies  to 
the  contrary,  that  the  Atkins  diet  will  hurt  your  health  and  that  even 
if  you  do  lose  weight,  you'll  put  it  right  back  on.  Naturally,  bakers 


and  pasta  makers  also  want  to  make  mincemeat  of  low-carb  eating. 

No  need  to  take  such  food  fights  seriously.  All  effective  diets  share 
one  principle:  Eat  less.  No  matter  whether  you  count  carbs,  calories, 
Weight  Watchers  points  or  something  else,  you  should  end  up  tak- 
ing in  less  than  you  did  before.  I  tried  the  Atkins  approach  a  while 
ago.  Despite  the  hog-heavenliness  of  gorging  guilt-free  on  all  the 
bacon  and  eggs  and  (bunless)  cheeseburgers  I  ever  desired,  I  found, 
to  my  astonishment,  that  I  wasn't  eating  as  much  as  I  had  before. 

Another  basic,  ironclad  rule  of  dieting:  If  you  revert  to  your 
bad,  old  eating  habits,  you'll  fast  put  back  painfully  lost  pounds.  So 
the  cliches  are  right,  even  if  we  ignore  'em:  Exercise,  eat  moderately, 
eat  balanced  meals,  drink  plenty  of  liquids,  and  when  you  binge — 
as  we  all  do  on  occasion— make  sure  to  cut  back  on  the  morrow. 


Left  at  the  Plate 


Out  by  a  Step:  The  100  Best  Players  NOT  in  the  Baseball  Hall  of  Fame — 

by  Mike  Shalin  and  Neil  Shalin  (Diamond  Communications, 
$26.95).  This  boffo  book  for  baseball  buffs  makes  oft-convincing 
cases  for  why  1 1 5  players  (the  number  discussed)  should  be  elected  to 
join  the  national  pastime's  heroes  already  immortalized 
in  Cooperstown:  "The  National  Baseball  Hall  of  Fame 
has  become  the  official  conferrer  of  baseball  immortal- 
ity. Until  the  recent  media  revolution,  nobody  outside 
of  hardcore  baseball  fans  talked  much  about  Coopers- 
town.  That's  all  changed  in  the  past  two  decades." 

Fans  will  be  astonished  at  some  of  the  names 
that  so  far  have  been  passed  over:  Maury  Wills,  base- 
ball's best  base  stealer;  such  herculean  hurlers  as  Jim 
Kaat,  Tommy  John  and  Johnny  Sain;  Gil  Hodges,  a 
superb  first  baseman  and  batter  and  the  manager  of  the  1969 
"Miracle"  Mets;  Dom  DiMaggio,  an  outstanding  center  fielder 
and  excellent  hitter  who  was  overshadowed  by  his  legendary 
Yankee  brother.  A  number  of  formidable  figures  from  the  old 
Negro  leagues  also  deserve  plaques  in  Cooperstown,  as  do  scores 


of  players  from  the  pre- World  War  II  era  and  a  few  from  the 
pre- 1920  age  of  the  dead  ball.  The  most  unusual  pick  by  the 
authors:  Pitcher  Carl  Mays,  whose  outstanding  record  has  been 
forever  blighted  because  in  1920  "he  threw  the  only  pitch  in 
baseball  history  that  killed  an  opposing  batter." 

The  book  has  already  had  an  impact:  Capital 
catcher  Gary  Carter  was  finally  admitted.  But  that 
still  leaves  scores  unsettled.  What  comes  through 
loud  and  clear  is  that  election  to  the  Hall  of  Fame 
can  sometimes  be  as  arbitrary  and  inexplicable  as 
some  of  those  calls  by  baseball's  umpires. 

By  the  way,  reading  the  book  raises  some  questions 
about  who  does  the  electing.  One  needed  change:  Once 
a  sportswriter  gets  the  annual  ballot,  he  gets  it  each  year 
for  the  rest  of  his  life,  even  when  he's  no  longer  covering  the  game. 
If  baseball  is  no  longer  your  beat,  you  should  cease  being  an  elector 
after  a  certain  period  of  time.  And  why  shouldn't  radio/TV 
announcers  who  are  not  affiliated  with  specific  teams  get  the  right  to 
vote?  Their  knowledge  matches  or  exceeds  that  of  the  printsters. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


#  The  Sunburnt  Cow—  1 37  Avenue  C,  between  8th  and  9th  streets 
(Tel.:  212-529-0005).  If  you're  homesick  for  Down  Under,  this  is 
die  place  to  go.  A  fantasy  backyard/cave  setting  with  candles  flick- 
ering everywhere  and  first-rate  service.  Delicious  selections  from 
pureed  vegetable  soup,  Kangaroo  sausages,  pork  chops,  and  an 
assortment  of  shellfish  to  Pavlova  cake  (meringue  with  whipped 
cream,  kiwi  and  mango,  topped  with  passion  fruit  coulis). 

Felidia-243  East  58th  St.  (Tel.:  212-758-1479).  The  food  is 
wonderful  here — sublime  shrimp  appetizer,  wonderful  pastas, 


perfect  branzino.  But  how  much  does  the  food  matter  when 
the  place  itself  is  one  of  the  most  unwelcoming,  unfriendly 
and  arrogandy  staffed  establishments  in  town?  There  are  many 
other  restaurants  that  serve  equally  good  Italian  fare  and  do  so 
with  a  smile.  Give  them  your  patronage. 
•  Snackbar- 1 1 1  West  17th  St.  (Tel.:  212-627-3700).  A  scene 
probably  best  appreciated  by  those  under  35.  The  food  is  very 
good.  Wonderful  sashimi,  yellowfin  tuna  and  one  of  the  best 
burgers  in  the  city.  Dreamy  apple  tart  and  pot  de  creme.  F 
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Homewood  ouites  by  Hilton 

Unlike  traditional  hotels,  which  cramp  guests  in  small,  boxy  rooms, 
Homewood  Suites  by  Hilton  offers  travelers  spacious  suites,  a  unique  range  ol 
home-like  amenities  and  a  great  place  to  live  their  lives  on  the  road. 


Business  travelers  who  spend  more  than  a 
night  or  two  on  the  road  need  to  think  out  of 
the  box  —  the  boxy,  tight  and  constricting 
traditional  hotel  room,  that  is. 
A  hotel  room  might  be  fine  for  a  short  stay, 
but  travelers  who  are  required  to  live  a  few  nights  or  longer  in 
one  place  know  that  the  traditional  hotel  box  becomes  confin- 
ing and  unproductive.  These  travelers  simply  need  more:  more 
space,  more  amenities,  more  comfort,  more  community  and 
more  home-like  atmosphere. 

To  the  rescue  comes  Homewood  Suites  by  Hilton,  the 
hotel  specifically  designed  to  make  guests  feel  at  home,  the 
hotel  that  provides  travelers  with  all  the  comforts,  conve- 
nience and  privacy  of  home  for  the  price  of  a  traditional 
hotel  room. 

At  the  more  than  130  Homewood  Suites  hotels  in  the  U.S. 
and  Canada,  guests  enjoy  studio,  one-  and/or  two-bedroom 
suites  with  fully  equipped  kitchens.  The  exteriors  are  beautiful; 
there's  a  unique  Lodge  area  off  the  lobby  and,  at  most  loca- 
tions, a  24-hour  Suite  Shop®  convenience  store,  meeting  facil- 
ities, a  24-hour  business  center  and  an  exercise  room.  All 
guests  begin  their  day  with  a  complimentary  hot  breakfast 
and  wind  down  on  Monday  through  Thursday  evenings  with  a 
Manager's  Reception,  which  features  a  light  meal  and  bever- 
ages (subject  to  state  and  local  laws). 

ACCOMMODATIONS  THAT  FEEL  LIKE  HOME 

The  out-of-the-box  solutions  provided  by  Homewood  Suites  are 
perfectly  represented  by  its  home-like,  comfortable  accommo- 
dations. Unlike  small,  boxy  hotel  rooms,  the  guest  suites 

at  Homewood  Suites  feature 
enough  space  for  work,  relax- 
ation and  entertaining.  Guests 
find  fully  equipped  kitchens  fea- 
turing a  microwave  oven,  full- 
size  refrigerator,  coffeemaker, 
twin-burner  stove,  dishwasher, 
cooking  utensils,  silverware  and 
a  dining  table  that  can  easily 
double  as  a  workspace. There  are 
spacious  closets,  irons  and  iron- 
ing boards.  The  tastefully  deco- 
rated living  areas  are  equipped 
with  foldout  sofas.  The  suites 
even  feature  a  remote-controlled 
television  and  videocassette  play- 
ers or  on-demand  movies. 


And  effective  April  1,  2004,  all  Homewood  Suites  loca^ 
tions  in  the  U.S.  now  offer  complimentary  high-speec 
Internet  access. 

AMENITIES  THAT  REMIND  YOU  OF  HOME 

Travelers  want  to  live  as  normal  a  life  as  possible  on  the  road 
They  can't  do  that  in  a  traditional  hotel  room.  But  Homewooc 
Suites  makes  it  possible  by  offering  a  wide  range  of  amenities 
and  special  services. 

The  center  of  each  Homewood  Suites  by  Hilton  hotel  is  the 
Lodge,  where  guests  can  relax  and  socialize.  Guests  car 
choose  from  a  wide  selection  of  menu  items  in  the  morninc 
during  the  complimentary  hot  breakfast  service.  The  popular 
Manager's  Reception  on  Monday  through  Thursday  evenings 
is  a  great  place  to  share  a  light  meal,  indulge  in  a  soft  drink  on 
libation  and  meet  other  guests. 

"I  think  the  biggest  selling  point  that  people  don't  know 
about  Homewood  Suites  is  the  meals,"  says  Diane  Rockhold, 
an  Iowa-based  medical  sonographer,  who  spent  much  of  the 
last  year  at  a  Homewood  Suites  by  Hilton  hotel  in  Ohio.  "You 
see  everyone  down  at  the  Lodge  every  morning  for  breakfast, 
and  then  you  see  them  in  the  evenings.  It's  wonderful  to  feel 
you're  home,  but  you  never  have  to  cook." 

Homewood  Suites  also  offers  other  practical  services 
that  help  guests  relax  and  feel  at  home  on  the  road. 
A  copy  of  USA  Today  is  delivered  to  each  suite  Monday 
through  Friday.  Most  hotels  offer  an  on-premises  laundry 
room.  The  Suite  Shop,  just  off  the  lobby  of  most 
Homewood  Suites  hotels,  offers  guests  the  convenience 
of  popping  in  around  the  clock  to  purchase  last-minute 
sundry  and  snack  items.  Most  hotels  also  feature  an| 
exercise  room,  a  sports  court  and  a  swimming  pool. 


ivery  Homewood  Suites  hotel  offers  a  complimentary 
irocery-shopping  service*  so  that  guests  can  keep  their 
itchens  stocked  as  needed. 

HE  RIGHT  ATMOSPHERE  FOR  WORK 

common  complaint  by  many  travelers  is  that  a  boxy  hotel 
oom  isn't  conducive  for  working.  Once  again,  Homewood 
>uites'  outside-the-box  thinking  helps  solve  the  problem. 


Since  all  guest  accommodations  in  the 
U.S.  come  with  complimentary  high-speed 
Internet  access,  as  well  as  traditional  dial- 
up  service,  guests  can  use  their  laptop  com- 
puters in  much  the  same  way  they  use 
their  office  equipment.  And  since  each  suite  offers  a  dining 
table  that  doubles  as  a  workspace,  guests  have  ample 
room  to  spread  out  and  work  in  comfort. 

Travelers  who  need  more  business  amenities  can  visit 
the  on-site,  24-hour  business  center,  a  facility  offered  at 
most  Homewood  Suites  by  Hilton  locations.  The  busi- 
ness centers  are  equipped  with  a  laser  printer,  photo- 
copier and  access  to  a  fax  machine.  Every  hotel  also 
offers  meeting  facilities  that  accommodate  up  to  30  peo- 
ple. And  as  of  April  1,  2004,  every  Homewood  Suites 
hotel  in  the  U.S.  offers  high-speed  Internet  access  in  the 
lobby  and  Lodge  areas,  business  center  and  main  meet- 
ing rooms,  as  well  as  in  all  guest  suites. 

"What  you  find  at  a  Homewood  Suites  is  the  ability  and 
the  facilities  to  move  right  in  and  function  normally,  like  at 
home,  whether  for  a  few  nights  or  longer,"  explains  Jim 
Holthouser,  senior  vice  president,  brand  management, 
Homewood  Suites  by  Hilton.  "Normalcy.  That's  the  key  to 
serving  guests  who  spend  a  lot  of  time  on  the  road."  ■ 

'Guest  pays  for  groceries.  Other  restrictions  apply. 


morning  coffee-rocket  fuel  for  a  new  day. 

My  unwavering  optimism. 


My  Homewood. 


A  living  room,  separate  bedroom* 
fully  equipped  kitchen  and 
complimentary  high-speed 
Internet  access.  A  complimentary 
hot  breakfast  every  morning 
and  a  Manager's  Reception' 
every  weeknight.  So  you  can  feel 
at  home  even  when  you're  not. 
All  for  less  than  you  might  think. 
Visit  homewoodsuites.com, 
or  dial  1-800-CALL-HOME: 


MAKE  YOURSELF  AT  HOME!" 


^subject  to  slate  and  local  laws.  '©2004  Hilton  Hospitali 
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OTHER  COMMENTS 


Intelligence  is  not  something  possessed  once  for  all.  It  is  in  constant 
process  of  forming,  and  its  retention  requires  constant  alertness  in  observing 
consequences,  and  open-minded  will  to  learn  and  courage  in  readjustment. 

— JOHN  DEWEY 


Carnival  of  Corruption  Ultimately,  the  big  questions 
are  not  just  who  profited  from  graft  under  Oil-for-Food,  but  the 
extent  to  which  the  UN  setup  of  secrecy,  warped  incentives  and 
lack  of  accountability  allowed  it  to  supervise  the  transformation 
of  Oil-for-Food  into  a  program  of  theft-from-Iraqis,  cash-for- Sad- 
dam and  grease-for-the-UN.  Were  this  a  corporation,  the  CEO, 
Enron-style,  would  already  be  out  the  front  door,  and  a  major 
restructuring  underway.  The  least  that  needs  to  come  out  of  an 
independent  investigation,  or  congressional  hearings  for  that  mat- 
ter, is  a  clear  understanding  of  the  ways  in  which  the  UN  Secre- 
tariat must  be  not  simply  reprimanded,  but  deeply  reformed, 
starting  with  the  introduction  of  complete  transparency  in  UN  use 
of  public  money — and  proceeding  to  any  further  incentives  that 
might  be  devised  to  ensure  it  will  better  honor  the  public  trust. 

—CLAUDIA  ROSETT,  Foundation  for  the  Defense  of 
Democracies,  National  Review  Online 

Generation  Warfare  If  we  continue  to  fund  Medicare 
out  of  taxes,  there  will  be  very  little  money  left  for  the  defense  of  our 
nation.  Medicare  will  quickly  consume  more  and  more  of  all  the  in- 
come taxes  collected.  According  to  the  trustees  of  Medicare,  by  2019, 
24%  of  all  income  tax  revenues  will  be  needed  for  the  program.  By 
2042, 5 1  %  of  all  income  tax  revenues  will  have  to  go  to  Medicare. 

We're  setting  ourselves  up  for  generation  warfare.  Today's 
twentysomethings  will  rebel  at  paying  huge  tax  increases  to 
cover  the  parents  of  strangers.  We'll  need  to  placate  them  with 
unlimited,  tax-deductible  private  retirement  savings  accounts. 

Yes,  it's  scary  stuff — enough  to  make  you  open  an  IRA  in  the 
next  two  weeks.  And  this  message  is  aimed  not  just  at  those  who  are 
approaching  retirement,  but  at  you  20-  and  30-year-olds.  It's  a  re- 


Mm 


ality  check.  You  certainly  won't  realize  anything  from  these  govern- 
ment programs  you're  paying  into  unless  there  are  radical  changes. 

—TERRY  SAVAGE,  Chicago  Sun-Times 

Disturbing  the  Peace  Life  is  a  great  and  noble  game 

between  the  citizen  and  the  government.  The  government 
nearly  always  scores,  but  the  citizen  should  not  thereby  be  dis- 
couraged. Even  if  he  always  loses  the  game,  it  is  in  his  power  to 
inflict  a  considerable  amount  of  annoyance  on  the  victors. 

—ROSE  MACAULAY 

Dealing  With  Deadbeats  During  the  1997-98 

Asian  financial  crisis,  the  IMF  was  deservedly  criticized  for  organ- 
izing bailouts  that  meant  Western  banks  that  had  lent  money 
imprudently  got  their  money  back,  thus  increasing  moral  hazard 
in  the  world's  capital  markets.  The  defaults  in  Russia  and 
Argentina  restored  some  accountability  to  the  market.  But  now  the 
IMF  seems  to  have  created  a  different  problem  by  continuing  to 
lend  to  Argentina  even  as  the  country  proves  it  is  not  creditworthy. 

[In  February]  the  G-7  issued  a  rare  get-tough  message:  "Argen- 
tina should  engage  constructively  with  its  creditors  to  achieve  a  high 
participation  rate  in  its  restructuring."  Clearly  they  didn't  mean  it. 
What  Buenos  Aires  has  promised  now — to  recognize  the  bond- 
holders' representatives  and  start  negotiating — should  have  been 
the  starting  point  two  years  ago.  The  world's  current  and  future 
deadbeat  nations  will  take  the  point  that  the  IMF  always  blinks  first. 

— Wall  Street  Journal 

What  Goes  Around  Conies  Around  The 

new  skyscrapers  and  new  cars  now  being  built  in  China  have 
created  such  a  heavy  demand  for  steel  that  400  laid-off  workers 
in  northern  Minnesota  have  been  put  back  to  work  to  mine  iron 
ore.  And  China's  Higher  Corporation,  which  makes  major 
appliances,  including  flat-screen  TVs,  wine  cellars,  air  condition- 
ers and  the  like,  has  built  a  $40  million  facility  in  Camden,  S.C. 
for  manufacturing,  sales  offices,  R&D  labs,  even  restaurants. 

We  worry  about  exporting  jobs  to  China,  but  if  trade  with 
China  were  to  shut  down,-a  growing  number  of  Americans 
would  lose  jobs  here.  World  trade  is  not  only  a  two-way  street; 
like  the  world,  it's  round,  and  what  goes  around  comes  around. 

—CHARLES  OSGOOD,  The  Osgood  File,  CBS  Radio 

Judging  a  Book  by  Its  Cover  Every  man  ought 

to  be  friends  with  a  nun  and  a  whore  and  while  talking  with 
them  forget  which  is  which. 

—BRENDAN  FRANCIS  F 
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SCOTLAND  HAS  ALWAYS  LAID  CLAIM  TO  WHAT  /S 
N0W  ONE  OF  THE  MOST  SOUGHT-AFTER  COMMODITIES 
IN  THE  WORLD  OF  FINANCIAL  SERVICES: 

BRUTAL  HONESTY. 


Now  more  than  ever,  candor  is  a 


critical  asset  in  every  financial  partnership 


But  in  Scotland,  honesty 
isn't  a  new  policy.  It's 
a  centuries-old  tradition. 
We  balance  financial 
acumen  and  absolute 
integrity.  Free  thinking  and 
blunt  sincerity.  The  result? 
An  innovative,  inquisitive  and 
brutally  honest  lot  working 


to  improve  on  everything  around  them 


This  environment  brought  about  the 


basis  for  modern  banking.  The  Bank  of 


Scotland.  The  first  pound  note.  Even 


Adam  Smith,  the  father  of  economics, 


hailed  from  the  land  of  golf  and  glens 


services  companies  worldwide  set  up 
operations  here  or  access  the  astute 
sensibility  of  our  financial 
companies  and  universities. 

Scotland  is  a  port  in 
the  storm  for  businesses 
that  are  trying  to  balance 
good  returns  with  corporate 
stability.  Thanks  to  our 
highly  skilled  workforce  and 
global  connectivity  through 
world-class  telecommunications. 

Call  or  visit  our  Web  site  for  a  frank  (yet 
inspired)  account  of  our 
business  environment. 
And  expenence  a  natural  resource  with  unlimited 
value  in  today's  market.  Brutal  honesty. 


www.scotsinnovate.com/finance 
+44  141  228  2828 


©  2003  Scottish  Development  International  (SDI).  This  ad  is  distributed  by  Mullen  on  behalf  of  SDI.  Additional  information  is  available  at  the  Department  of  Justice,  Washington,  D  C 


290  million  printers  sold.  7000  patents. 

23  different  color  models.  2  initials  to  remember. 


For  over  20  years,  HP  has  engineered  printers  with  business  in  mind.  From  affordable  Color  LaserJet 
printers  to  high-performance  inkjets,  HP  has  a  solution  to  meet  your  needs.  That's  because  HP  scientists 
have  spent  years  refining  our  ink,  toner,  paper  and  printers  to  work  together.flawlessly.  The  result— 
the  kind  of  rock-solid  reliability  and  dedicated  excellence  that  can  add  brilliance  to  any  document, 
bring  outsourced  materials  in-house  and  help  any  size  business  succeed.  Which  may  be  why  HP  has 
become  the  most  preferred  printer  manufacturer  in  the  world.  And  the  easiest  to  remember. 
+.+  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  •+  + 
For  more  information  on  products  and  current  offers,  contact  your  reseller,  go  to 
hp.com/go/printcolor  or  call  1-866-625-1174. 


invent 


HP's  Imaging  and  Printing  Group  has  over  7000  worldwide  patents. 
©  2004  Hewlett-Packard  Development  Company,  LP 


CURRENT  EVENTS 

By  Caspar  W.  Weinberger,  chairman 


Japan 

WE  VISITED  JAPAN  A  YEAR  AGO  AND  RECENTLY  CAME  BACK  FROM 
another  trip  there.  The  differences  we  saw  everywhere  we  went 
and  in  everyone  with  whom  we  talked  this  year  were  marked. 
For  the  first  time  in  several  annual  visits  I  saw  a  return  of  the 
old  optimism  and  energy  responsible  for  the  technological  mir- 
acles and  economic  strength  that  so  astounded  the  world  in  the 
1970s  and  1980s. 

Of  course,  this  optimism  may  be  a  bit  overstated  after  years  of 
gloom,  bad  news  and  poor  prospects.  But  the  important  thing  is 
that  the  Japan  that  accomplished  economic  miracles  in  a  remark- 
ably short  time  following  the  devastation  of  WWII  is  on  its  way 
back.  In  short,  Japan  "works"  again,  and  that  is  very  good  news. 

There  is  a  mountain  of  economic  data  to  confirm  the  opti- 
mism we  encountered  in  the  many  interviews  we  had  with  busi- 
ness leaders,  government  officials,  opinion  leaders  and  financial 
services  executives.  As  The  Economist  put  it,  "Private-sector  cap- 
ital-spending growth  was  revised  up  from  5.1%  to  6.3%,  sug- 
gesting that  investment  will  continue  to  bolster  the  recovery 
despite  a  sharp  downturn  in  machinery  orders  in  January.  The 
outlook  for  exports  also  remains  bright  following  an  unexpect- 
edly big  current-account  surplus  of  ¥1,054  billion  in  January, 
over  double  the  surplus  a  year  before.  Exports  rose  by  11.3% 
over  the  same  period  as  Japanese  firms  continued  to  benefit 
from  the  Asian  trade  boom.  The  balance-of-payments  figures 
also  revealed  buoyant  financial  inflows  in  January  as  foreigners 
purchased  Japanese  bonds  and  equities." 

After  many  months  of  deflation  (one  of  the  most  damaging 
features  of  the  economy),  corporate  profits  are  soaring.  Much  of 
the  huge  volume  of  bad  debt  has  been  paid  down.  In  1996  the  total 
corporate  debt  in  Japan  was  about  125%  of  the  GDP.  That  figure 
is  now  about  90%,  which  is  still  too  high  but  far  better  than  it  was. 
Part  of  the  jump  in  pretax  profits  comes  from  severe  cost-reduc- 
tion programs,  the  apparently  unceasing  demand  from  China  for 
virtually  everything  and  increases  in  consumer  spending. 

While  perils  still  lie  ahead,  much  of  the  big  and  most  diffi- 


Works 

cult  restructuring  work  has  been  done.  One  should  also  keep  in 
mind  that  Japan's  inventiveness  and  technological  skill  (which 
amount  to  near-genius)  and  modern  methods  of  meeting 
demand  remain  virtually  unequaled.  A  few  examples: 

•  Japan  Railways  is  bringing  to  market  new  and  improved  ver- 
sions of  the  famed  "bullet"  trains,  which  will  be  prime  compe- 
tition for  many  of  the  short-haul  airline  routes. 

•  Seiko  Epson  color-reproduction  technology  is  allowing  customers 
to  print  ever  more  beautiful  color  reproductions.  New  imaging 
technology  will  be  coming  to  market  as  a  result  of  the  Seiko  Epson 
and  Sanyo  companies  merging  their  liquid  crystal  businesses  to 
form  a  new  company,  Sanyo  Epson  Imaging  Devices  Corp. 

•  The  entrepreneurial  spirit  is  still  very  much  alive  at  Toyota.  It  is 
shifting  gears  to  re-create  in  Europe  its  remarkable  penetration 
of  the  auto  market  in  North  America.  Toyota's  impressive  robots, 
its  futuristic  driverless  buses  and  its  new  magnetically  levitated 
linear  motor  car  service  will  be  on  display  and  in  use  for  all  to 
marvel  at  during  the  2005  World  Exposition  in  Aichi,  Japan. 

•  In  the  area  of  property  development  few  can  match  or  even 
come  close  to  the  famed  Mori  empire  of  the  brothers  Akira  and 
Minoru  Mori.  Akira  owns  some  83  downtown  Tokyo  properties. 
Minoru  owns  70  large  and  52  lesser  properties.  He  has  just 
completed  a  massive  project  in  the  Roppongi  Hills  of  Tokyo, 
comprising  apartment  buildings,  hotels  and  office  towers.  We  had 
the  opportunity  to  gaze  out  from  the  53rd  floor  of  one  of  these; 
the  view  is  spectacular.  But  even  more  interesting  is  the  exhibit 
inside  the  building:  "Kusamatrix,"  the  works  of  contemporary 
artist  Yayoi  Kusama.  The  exhibition  is  unrivaled  in  its  innovation 
and  highly  creative  style.  To  experience  one  of  Ms.  Kusama's 
most  unusual  works,  patrons  step  into  a  totally  dark  chamber 
whose  only  lighting  is  a  swarm  of  fireflies  dancing  in  the  air. 

There  are  many  more  examples  of  successful  Japanese  com- 
panies one  could  cite.  All  of  this  creative  entrepreneurial  and 
artistic  expression  represents  modern  Tokyo  at  its  best.  And,  as 
I  said,  this  revival  is  good  news  for  us  all. 


As  Does  South  Korea 


SOUTH  KOREA  IS  ENJOYING  A  SOMEWHAT  SIMILAR  RENAISSANCE, 
with  one  notable  and  unwelcome  exception.  That,  of  course,  is 
the  political  turmoil  surrounding  the  still  unresolved  question 
of  impeaching  President  Roh  Moo  Hyun. 

But  on  the  positive  side,  the  government  is  launching  a  refi- 
nancing program  to  help  people  deal  with  the  huge  and  mounting 
levels  of  household  debt  and  thus  accelerate  South  Korea's  economic 
recovery.  The  state-run  Korea  Asset  Management  Corp.  will  create 
a  bank  to  manage  what  is,  essentially,  bad  consumer  debt.  The  bank 


will  provide  new  loans,  even  to  those  who  have  habinially  defaulted 
in  the  past.  People  will  be  able  to  get  low-interest  loans  for  a  period 
of  up  to  eight  years,  which  will  help  them  wipe  out  their  debts. 

It  was  particularly  gratifying  to  be  in  Japan  and  South  Korea  at  a 
time  when  we  could  observe  the  apparent  success  of  the  vigorous 
efforts  by  these  countries,  two  of  our  staunchest  allies,  to  pull  them- 
selves out  of  their  deep  economic  problems.  When  the  economies  of 
Japan  and  South  Korea  are  strong,  the  entire  region  benefits,  just  as 
when  the  U.S.  economy  is  strong,  most  of  the  world  benefits.  F 
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[ANOTHER  REASON  PSEG  HAS  WALL  STREET'S  ATTENTION] 


In  the  end,  the  team  with  the  most  runs,  not  home  runs,  wins.  That's 


been  our  game  plan  at  PSEG  for  one  hundred  years.  Our  corporate 


style  is  to  stick  to  what  we  know  best.  We  go  for  singles  and  doubles. 


Rather  than  swing  for  the  fences.  Besides,  our  portfolio  of  businesses 


gives  us  a  balanced  lineup  of  performers,  including  a  New  Jersey 


utility,  a  Northeast  generating  company  and  other  energy  related 


businesses.  And  as  our  overall  earnings  record  suggests,  good 


things  happen  when  you  cover  all  the  bases. 

We  make  things  work  for  you. 


www  psegcom 


PSEG 


DIGITAL  RULES 

By  Rich  Karlgaard,  publisher 


The  Age  of  Meaning 


THE  OTHER  DAY  MY  COLLEGE  ALUMNI  MAGAZINE  ARRIVED.  IN 
it  are  two  items  that  seemed  a  trifle  bizarre  yet  are  part  of  a 
whole.  A  woman  from  the  class  of  1991  writes  that  she  had 
experienced  a  "spiritual  awakening,  stopped  practicing  law  and 
become  a  shamanic  healer."  She  founded  the  San  Diego  Circle 
Shamanic  Healing  Arts  Center,  which  hosts  classes  and  work- 
shops on  many  Native  American  traditions  and  shamanic  prac- 
tices. She  adds:  "I  love  it.  I  see  people  in  my  home  office,  which 
my  kids  call  the  'goddess  room.' "  She  says  she  finds  it  "an  amaz- 
ing experience  to  be  a  conduit  for  healing  miracles,  especially 
since  I  am  healing  myself  in  the  bargain." 

Elsewhere  in  the  magazine  I  learned  of  a  communal  house 
in  Palo  Alto,  Calif,  called  Magic.  "As  a  group,"  the  article  says, 
"the  'Magicians'  value  cooperation,  healthy  living,  protecting 
the  environment  and,  ultimately,  the  betterment  of  mankind." 
The  group's  six  adults  and  two  children  eschew  cars  and  televi- 
sion, wear  secondhand  clothes  and  eat  too-old-to-sell  organic 
food  provided  by  local  markets. 

"Some  of  Magic's  rules  may  seem  rigid  (a  note  taped  to  the 
house's  sole  toilet  reads:  'Gentlemen,  please  sit  to  pee  or  ask 
someone  where  to  pee  outside'),  but  after  more  than  two 
decades  of  trial  and  error,  the  Magicians  believe  they  know  what 
it  takes  to  maintain  an  effective  community." 

I  know  what  you're  thinking.  You  would  choose  the  stand- 
up-and-pee-outside  (-and-never-return)  option.  Me,  too.  But 
let's  holster  our  sarcasm  and  open  our  eyes  and  ears.  Something 
big  is  happening  in  American  culture  at  the  moment.  We  are 
on  the  cusp  of  what  sociologists  might  call  a  Great  Awakening. 
If  we  sell  or  market  products  or  manage  people,  we'd  better  pay 
heed  to  this  trend. 

Closer  to  the  American  mainstream  are  the  box  office  film 
hit  (which  no  one  had  predicted)  The  Passion  of  the  Christ  and 
the  bestseller  book  by  Puck  Warren,  The  Purpose-Driven  Life, 
which  has  sold  more  than  15  million  copies.  Warren,  founder  of 
the  15,000-member  Saddleback  Church  in  Lake  Forest,  Calif, 
urges  a  40-day  program  of  Bible  reading  and  prayer  in  order  to 
discern  God's  purpose  for  your  life.  Warren's  message  is  gentle 
yet  uncompromising:  God,  not  you,  is  in  charge. 

Bible-centered  churches,  especially  those  with  a  leavening 
therapeutic  touch,  such  as  Saddleback  and  Willow  Creek  in  sub- 
urban Chicago,  are  the  country's  fastest  growing.  They  focus  on 
nurturing  people,  families  in  particular,  who  are  ill  at  ease  with 
modern  American  life. 

In  his  2003  book  The  Progress  Paradox:  How  Life  Gets  Better 
While  People  Feel  Worse,  Gregg  Easterbrook  writes:  "Ever  larger 
numbers  of  people  enjoy  reasonable  standards  of  living, 
but  may  feel  an  inner  pang  on  the  question  of  whether 


their  lives  have  purpose.  Predicting  transition  from  'material 
want'  is  not  to  say  that  people  will  cease  caring  about  material 
things;  it  is  a  prediction  that  millions  will  expect  both  pleasant 
living  standards  and  a  broad  sense  that  their  lives  have  purpose 
[emphasis  added].  This  is  a  conundrum,  as  the  sense  of  mean- 
ing is  much  more  difficult  to  acquire  than  possessions." 
A  big  conundrum,  yes. 

Beyond  Great  Products 

I  have  a  hunch  that  business  has  entered  a  cycle  wherein  success 
will  depend  on  whether  managers  are  able  to  solve  this  conun- 
drum. The  quality  revolution  was  won  in  the  1990s — it's  a  safe 
bet  that  the  worst  television  sets  or  automobiles  made  today  will 
last  longer  than  the  best  television  sets  or  cars  made  in  the 
1970s.  The  cheap  revolution  is  being  won  as  we  live  and  breathe. 
Three  hundred  million  Chinese  will  have  cell  phones  and  Inter- 
net access  by  2006. 

So  what's  left?  Meaning.  Purpose.  Deep  life  experience.  Use 
whatever  word  or  phrase  you  like,  but  know  that  consumer 
desire  for  these  qualities  is  on  the  rise.  Remember  your  Abra- 
ham Maslow  and  your  Viktor  Frankl.  Bet  your  business  on  it. 

A  company  I  am  fond  of,  Cirrus  Design,  makes  a  futuristic- 
looking  single-engine  airplane  that  has  become  the  top  seller  in 
its  field.  Another  company,  Lancair,  makes  an  airplane  of  similar 
good  looks,  speed  and  quality.  Purists  would  argue  the  Lancair 
has  slight  advantages.  Yet  Lancair  has  had  a  tougher  go  of  it. 
What  separates  Cirrus  from  Lancair?  Part  of  it  is  marketing. 
Lancair  invites  pilots  to  fly  the  hottest  plane  in  piston  aviation. 
The  company  uses  sexy  images  and  words  in  its  ads.  But  Cirrus 
asks  pilots  to  participate  in  something  greater  than  them- 
selves— an  aviation  revolution!  Fly  a  Cirrus  and  you'll  be  a  part 
of  history.  Cirrus  sells  meaning. 

What  is  driving  this  new  quest  for  meaning,  this  possible 
Great  Awakening?  Several  forces  are  hitting  American  culture  at 
once.  (I'll  mention  only  the  secular  ones  and  not  attempt  to 
interpret  the  hand  of  the  Divine.)  Sept.  1 1  is  one  force.  Another 
is  the  fallibility  of  our  leaders  in  government  and  business,  a 
fact  you  can't  dodge  if  you  consume  media.  A  third  force  is 
certainly  the  large-scale  changes  in  the  global  economy.  A 
fourth — and  never  to  be  underestimated — is  the  age  of  the 
77  million  baby  boomers.  The  median  age  of  that  culture-dom- 
inant group  is  around  50.  Almost  everyone  I  meet  near  that  age 
has  wondered  if  their  earthly  existence  matters  and,  if  not, 
what  they  can  do  to  change  course. 

That's  a  good  question  for  companies  to  ask,  too.  F 


FOrbCS  I  ^'sit  Rich  Kar'gaarcl's  home  page  at  www.forbes.com/karlgaard 
H^HHB«com  |  or  e-mail  him  at  publisher@forbes.com. 
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INFORMER 


Houston's  Baghdad  Bob? 


Survivor: 
Mark  Palmer. 


I 


I  n  the  12  months  before  the  spec- 
tacular 2001  collapse  of  Enron, 
Iveteran  lead  p.r.  man  Mark 
Palmer  was  spinning  overtime. 
"Volatility  is  good  for  us,"  he  reas- 
sured the  hometown  Houston 
Chronicle.  "There's  very  little  risk 
to  Enron,"  he  told  the  Associated 
Press.  "The  shorts  start  180  degrees 
off  course  and  accelerate  from 
there,"  he  declared  to  U.S.  News  & 
World  Report.  Who  would  hire 
someone  with  such  a  track  record?  Public  Strategies,  the  Austin, 
Tex.  p.r.  shop  also  home  to  ex-Texas  Governor  Ann  Pochards  and 
Bush  campaign  aide  Mark  McKinnon.  Palmer  denies  a  credibil- 
ity issue.  "At  the  time,  to  the  best  of  my  knowledge,  all  that  was 
true,"  he  says,  adding  that,  unlike  some  colleagues,  "I've  never 
been  charged  with  any  wrongdoing."  — Lynn  J.  Cook 

Some  Anxiety  Might  Be  a  Good  Thing 

The  American  Institute  of  Certified  Public  Accountants  says  the 
Internal  Revenue  Service  is  causing  "anxiety"  by  sending  letters  to 
nonprofits  that  report  little  or  no  fundraising  expense.  The  mis- 
sives, which  the  IRS  calls  instructional,  state  that  the  agency — not 
known  for  tight  regulation  of  the  huge  tax-exempt  sector — "will 
be  inspecting  your  Form  990  to  evaluate  our  educational  efforts." 
Many  nonprofits  are  thought  to  put  such  expenses  elsewhere  to 
look  more  efficient  to  donors.  AICPA  official  Harvey  J.  Berger 
wrote  the  IRS  saying  there  often  are  valid  reasons  for  these  low 
numbers.  — Janet  Novack  and  William  P.  Barrett 

This  Termination  Aided  the  Terminator 

Shares  of  Fremont  General,  a  financial  services  company  in 
Santa  Monica,  Calif,  have  gone  up  850%  in  three  years  to  a 
recent  $29.  The  rise  began  after  the  firm  terminated  its  then- 
dominant  but  moneylosing  workers'  compensation  insurance 
operation  to  concentrate  on  real  estate  lending  and  ownership. 


informer@forbes.com 

That  puts  a  $250  million  valuation  on  the  1 1%  stake  held  by  the  ! 
family  of  longtime  boss  James  A.  Mclntyre.  Ironically,  it  was  the 
festering  workers'  comp  issue  that  helped  oust  former  Governor 
Gray  Davis  last  year  and  elect  Arnold  Schwarzenegger. — W.P.B. 

A  Rounding  Error  for  Bill  Gates 

The  European  Commission's  proposed  $615  million  fine  last 
month  of  Microsoft  for  purported  antitrust  violations  has  regu- 
lators in  other  countries  beating  their  chests.  Take  Japan.  "We 
are  investigating  them  right  now,"  declares  a  spokesman  for  the 
country's  relatively  toothless  Fair  Trade  Commission.  Left  un- 
said: Under  Japanese  law  the  maximum  fine  that  can  be  levied 
for  an  antitrust  offense  is  $29,000.  — Benjamin  Fulford 

Verdict  From  Beyond  the  Grave 

Present  in  1992  when  since-imprisoned  insurance  scammer  Rex 
K.  DeGeorge  lost  a  boat — his  fourth — off  Italy  (FORBES,  Sept. 
15, 2003),  Paul  Ebeling  later  drew  18  months,  community  service 
and  a  $40,000  fine.  Ebeling's  sister,  Elizabeth  Kreutz,  appeared 
recently  on  the  Judge  Judy  TV  show  seeking  return  of  $5,000  given 
to  his  ex-wife  to  bail  him  out.  The  joint  bank  account  from  which 
the  funds  came  was  in  the  name  of  Kreutz  and  their  just-deceased 
mother,  but  not  Ebeling.  Acerbic  jurist  Judith  Sheindlin  deep- 
sixed  his  contention  that  the  $5,000  was  really  part  of  his  inher- 
itance: "Anybody  who  goes  to  Europe  to  sink  a  $1.5  million  boat 
in  order  to  collect  insurance  proceeds  is  somebody  that  maybe  a 
mother  wouldn't  be  proud  of."  — W.P.B. 


Too  Bad  He  Can't  Ban  Virus  Outbreaks 

Carnival  Cruise  Lines,  run  by  Forbes  400  member  Micky  Arison,  has 
banned  microwavable  popcorn  from  a  sales  office  on  the  ground  it 
hurts  business.  In  a  staff  memo,  vice  president  for  consumer  re- 
search Robert  Becker  wrote  that  a  fire  alarm  required  an  evacuation 
of  a  big  Florida  telephone  hub  the  evening  of  Feb.  17  "because  some 
idiot  let  [popcorn]  burn  in  the  microwave."  The  interruption,  he  de- 
clared, cost  bookings  "that  will  not  be  recoverable."  Thus,  while  "I 
have  nothing  against  Orville  Redenbacher ...  if  you  have  microwav- 
able popcorn  at  your  desk,  you  will  be  terminated."   —Dirk  Smillie 


Protecting  an  Innocent  Public  From  Untrained  Flower  Arrangers 

It's  surprising  how  some  states  make  it  their  business  to  specifically  license  certain  callings.   —J.N.  and  W.P.B., 


LICENSED  OCCUPATION 

WHERE 

LICENSED  OCCUPATION 

WHERE  , 

atmospheric  scientist 

Minn. 

credit  analyst 

Me. 

microbiologist 

Calif. 

drywall  installer 

Calif.,  N.M.-  1 

carpet  installer 

W.Va. 

soil  classifier 

S.C. 

millwright 

La. 

fence  erector 

Calif. 

ceiling  tile  installer 

Fla. 

florist 

La. 

movie  projectionist 

Mass. 

upholsterer 

Calif. 

college  math  teacher 

Fla. 

makeup  artist 

Alaska,  Md. 

paperhanger 

Calif. 

windshield  installer 

Conn. 

Sources:  America's  Career  InfoNet  (www.acinet.org);  state  agencies. 
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If  you  ask  the  right  questions,  nature  will  answer. 
By  finding  natural  alternatives  for  many  of  the  things  we  use  every  day 
we're  making  the  world  less  harmful  to  people  and  more  friendly  to  the  environment. 
Nature  has  answers.  Is  anyone  listening? 
Yes. 


ADM 

THE  NATURE  OF  WHAT'S  TO  COME 


0 N  MY  M IND  .  

By  Jeffrey  Sonnenfeld,  associate  dean  at  the  Yale  school  of  management 

Hire  a  Shrink 

Is  it  rules  or  an  understanding  of  character  that  will  give  you  a  strong  board? 


THE  SECURITIES  &  EXCHANGE  COMMISSION  IS  ALL  SET  TO 
remedy  what's  ailing  corporate  boards.  A  proposed  rule  would 
allow  shareholders  to  nominate  their  own  board  candidates 
after  a  no-confidence  vote.  The  SEC  revised  the  idea  after  talk- 
ing to  a  lot  of  attorneys,  corporate  titans  and  shareholder 
activists  like  Calpers,  Glass  Lewis  and  the  Corporate  Library. 
Left  out  of  the  mix  of  needed 
voices  were  psychologists  who 
know  about  group  dynamics. 

The  problem  with  boards  in- 
volves a  litany  of  pathologies, 
such  as  groupthink,  bystander 
apathy,  diffusion  of  responsibil- 
ity, inconsistent  incentives,  obe- 
dience to  authority,  atrophy  and 
the  like.  This  is  not  the  arena 
where  shareholder  activists  play. 
Herewith,  some  advice  on  direc- 
tor selection: 

Seek  knowledge  rather  than  names. 

Directors  and  search  consultants 
have  developed  a  warped  fixation 
on  marquee  names  like  Vernon 
Jordan,  William  Cohen  and 
George  Mitchell.  Corrupt  chief  ex- 
ecutives, such  as  John  Bennett  of 
the  fraud-ridden  philanthropy 
New  Era,  love  to  hide  behind  the 
reflected  glory  of  star-studded 
boards,  knowing  that  investors  will 
be  impressed.  Imagine  how  much  better  off  Global  Crossing  would 
have  been  if  instead  of  hiring  former  U.S.  ambassador  to  Singapore 
Steven  Green,  it  had  tapped  Michael  Capellas,  at  the  time  the  chief 
executive  of  Compaq  and  previously  its  chief  information  officer. 
Pay  more  mind  to  character  than  to  independence.  Shareholder 
activists  are  pushing  for  supermajorities  of  independent  outside 
directors.  But  independent-mindedness  is  not  the  same  thing  as 
independence.  One  of  the  most  courageous  voices  on  the  Enron 
board  was  an  honest  scientist,  Charles  LeMaistre.  But  LeMaistre 
would  be  suspect  today  because  his  institute,  M.D.  Anderson 
Cancer  Center,  received  Enron  funding. 

What's  more,  inside  information  can  be  useful.  A  director 
who  knows  the  business  ensures  that  the  chief  executive  is  not 
the  sole  filter  of  inside  knowledge.  Wisely,  firms  like  General 
Electric,  Berkshire  Hathaway  and  UPS  are  determined  to  retain 
inside  voices  on  the  board. 
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Purge  those  with  commercial  or  social  agendas.  Sometimes  the 
most  significant  conflicts  are  not  financial  but  political  and  per- 
sonal. Forest  products,  pharmaceuticals  and  media  firms  are 
especially  exposed  to  public  issue  advocacy  groups,  often  with 
virtuous  causes.  Board  candidates  who  are  primarily  anchored 
in  single-issue  causes  are  not  likely  to  be  legitimate  representa- 
tives of  the  entire  ownership. 
Find  people  who  are  passionately 
interested  in  the  business.  Sadly, 
many  people  seek  board  posts  for 
the  vanity  and  power,  but  are 
indifferent  about  the  industry  of 
the  enterprise  they  have  joined. 
Often  directors  will  admit  that 
they  do  not  fully  understand  the 
acronyms  on  the  charts  that  whiz 
by  in  PowerPoint  presentations. 
Avoid  joiners  who  collect  boards  like 
trophies.  A  decade  ago  it  was 
common  to  find  directors  serving 
on  more  than  a  dozen  boards  and 
attending  less  than  75%  of  the 
meetings.  The  busy  Henry 
Kissinger,  for  example,  missed 
several  meetings  of  the  troubled 
Hollinger  board  while  Henry 
Kravis  missed  several  meetings  of 
Sotheby's  board.  According  to 
Nell  Minow  of  the  Corporate 
Library,  a  single  board  post  now 
requires  15  to  20  days  a  year  of  preparation  and  meetings. 
Shockingly,  in  an  effort  to  clean  up  tainted  governance  practices, 
the  new,  improved  NYSE  board  has  selected  Rensselaer  Polytech- 
nic Institute  President  Shirley  Ann  Jackson,  who  already  sits  on 
six  corporate  boards.  Hopefully  her  school  is  on  cruise  control, 
because  her  time  is  already  spoken  for. 

Beware  false  recipes  by  governance  consultants.  It's  currently  fash- 
ionable to  avoid  noble  directors  who  worked  with  troubled  or 
even  bankrupt  firms,  or  those  who  have  crossed  an  arbitrary 
retirement  age.  Enterprises  such  as  Corning,  Delta  and  Boeing 
have  wisely  sought  energetic  senior  statesmen  like  James 
Houghton,  Gerald  Grinstein  and  Harry  C.  Stonecipher. 

Reformers  are  akin  to  the  dog  that  finally  caught  the  car  it 
chased  for  years:  Now  that  we  have  it,  what  do  we  do?  It's  time  to 
shift  the  governance  debate  from  procedures  and  legal  checklists 
to  intelligent  thinking  about  people  and  their  character.  F 


COMPANIES  THAT  WERE 
JUST  IDEAS  YESTERDAY 
RUN  SAP 


What  if  you're  onto  something  big,  hut  aren't  hig  yet?  Start  with  SAP"  solutions  for  small  and  midsize  companies. 
Solutions  designed  to  fit  any  size  business  —  and  any  size  budget.  And  because  they're  built  with  expansion  in 
mind,  they  won't  just  help  you  grow,  they  will  grow  with  you.  Visit  sap.com/ideas  or  call  800  880  1727,  because 
we  have  a  few  big  ideas  ol  our  own. 


FOLLOW-THROUGH 


McKesson  Mess 


The  Securities  &  Exchange  Commission  has  filed  civil  fraud 
charges  against  Richard  Hawkins,  the  former  chief  financial  offi- 
cer of  McKesson  HBOC,  for  his  alleged  role  in  an  accounting 
fraud  we  exposed  three  years  ago.  Our  story  outlined  how 
McKesson  HBOC  backdated  hundreds  of  sales  contracts  to  make 
prior  quarters  look  better  or  to  meet  or  beat  earnings  expecta- 
tions. In  particular,  the  government  is  going  after  Hawkins  for 
backdating  a  $20  million  software  deal  with  Data  General  we 
outlined  in  our  article.  A  grand  jury  has  also  indicted  Hawkins 
on  federal  securities  fraud  charges  arising  from  the  same 
accounting  fraud.  Hawkins'  attorney  says  his  client  is  innocent 
of  all  charges.  — Elizabeth  MacDonald 


NOVEMBER  24,  2003 


Round  One:  Daughter  Banking  on  fc  u  s. 


Liesel  Pritzker,  the  millionaire  heiress  whose  2002  lawsuit 
exposed  the  secret  financial  dealings  and  inner  struggles  of  the 
Pritzker  clan,  will  get  her  shot  at  proving  she  deserves  to  be  a  bil- 
lionaire. She  won  a  significant  court  victory  in  March,  when  a 
Cook  County  Chancery  Court  judge  in  Chicago  allowed  her  to 
pursue  a  case  against  her  estranged  father,  Robert  Pritzker,  and 
others.  Liesel  claims  the  group  improperly  drained  $2  billion  in 
assets  from  trust  funds  benefiting  her  and  her  brother,  Matthew. 
The  judge  also  gave  Liesel  and  Matthew  permission  to  begin 
deposing  family  members.  The  siblings  allege  their  father  tried 
to  block  their  inheritance.  Through  his  attorney,  Robert  Pritzker 
insists  he  did  nothing  wrong.  No  sign  of  any  setdements  in  the 
works,  yet.  — Stephane  Fitch 


When  we  wrote  about  Royal  Bank  of  Canada  three  years  ago, 
Canadian  regulators  were  discouraging  further  consolidation  by 
the  country's  largest  bank.  So  Royal  has  looked  south,  making 
eight  acquisitions  in  the  United  States,  including  Provident 
Financial  Group's  Florida  branch  network  for  $80  million  in 
November.  Those  deals  have  boosted  Royal's  assets  to  $313  bil- 
lion, from  $208  billion  when  our  story  ran. 

One  possible  concern:  New  York  Attorney  General  Eliot 
Spitzer  is  probing  allegations  raised  by  a  March  Financial  Times 
article  that  alleged  the  bank  withheld  clients'  money  on  two  for- 
eign exchange  transactions.  U.K.  financial  regulators  have 
already  investigated  those  allegations  and  found  no  wrongdoing. 
Royal  says  it  is  cooperating  fully  — Susan  Kitchens 


CI  ACUDAPKC 


85  YEARS  A60  IN  FORBES    FEBRUARY  22,  1919 

United  We  Stand 


y  be  found  nec- 
ague  of  Nations  presented  at  Paris, 
n  progress  and  human  brotherhood. 
The  extraordinary  influence  which  has  been  attained  by  our  Pres- 
ident is  flattering  to  him  and  to  us.  Its  roots  really  lie  in  our 
unmatched  power  as  a  nation,  our  unapproached  wealth,  our 
unparalleled  resources  and  our  new  command  of  the  most  pote 
purse  strings  in  the  whole  world.  It  is  to  be  hoped  that  our  sens 
ity  will  not  outrun  our  sense  of  responsibility  to  mankind. 


wealth  Edison  efficiently,  cleanly  and  economically  gets  45%  of  its 
power  from  nuclear  plants— and  say:  Nuclear  is  the  best  bet. 

Two  corporate  consortiums  are  seeking  permission  to  build  the 
nation's  first  new  nuclear  power  plants  in  decades. 


15  YEARS  AGO  IN  FORBES    OCTOBER  30,  I9B9 

Tower  of  Power 


25  YEARS  AGO  Iti  FORBES    JANUARY  22,  1979 

Nuked 


The  distinctiveness  of  each  Maybach  crafted  is  only  exceeded  by  the  individuality  of  its  owner. 
Visit  www.maybach-manufaktur.com  or  call  1-866-FOR-MAYBACH. 


Outfront 


www.forbes.com 


Criminal  Injustice 

White-collar  crooks  deserve  tough  treatment. 

But  24  years  for  Dynegy's  Jamie  Olis?  Politics  has  turned  financial 

fraud  into  a  worse  crime  than  running  drugs  or  killing  someone. 

BY  NEIL  WEINBERG  AND  MARY  ELLEN  EGAN 


FORMER  TYCO  CHIEF  EXECUTIVE  DENNIS  KOZLOWSKI  IS 
a  lucky  guy.  Not  because  a  stubborn  juror  landed  him 
a  mistrial.  He's  lucky  because  even  if  New  York  pros- 
ecutors retry  him,  as  they've  vowed  to  do,  the  flam- 
boyant former  exec  is  looking  at  15  to  30  years,  no 
more.  Were  Kozlowski  in  federal  court  instead,  he  could  eas- 
ily be  facing  what  amounts  to  a  life  sentence — with  no  chance 


of  parole — under  rigid  new  sentencing  guidelines. 

While  most  of  the  country  wasn't  paying  attention,  Congress 
cranked  up  the  penalties  for  white-collar  crimes.  This  is  Washing- 
ton's way  of  dealing  with  the  terrible  losses  in  your  401  (k)  plan. 
Next  time  a  stock  goes  into  the  tank,  prosecutors  will  be  looking 
to  see  if  they  can  get  the  chief  executive  behind  bars  and  throw 
away  the  key. 


CRIME  AND  PUNISHMENT 


Does  crime  pay?  The  sentencing  guidelines  often  result  in  capricious  terms  for  offenders.  If  you  take  the  length  of  the  sentence 
and  divide  it  by  the  personal  gain  from  the  crime,  on  a  per-million-dollar  basis  Ivan  Boesky  fared  a  lot  better  than  Jamie  Olis. 


YEARS 
PER  SMIL 

NAME/Company/Sentencing  Date 

CHARGES/CRIMES 

SENTENCE 

PERSONAL  GAIN 
FROM  CRIME  (estimate) 

.06 

Ivan  Boesky  /  arbitrager  /  Dec.  1987 

insider  trading 

3  years 

$50  million 

.06 

Reed  Slatkin  /  investment  adviser  /  Sept.  2003 

swindled  investors 

14  years 

$240  million 

1.4 

Samuel  Waksal  /  ImClone  /June  2003 

fraud,  perjury 

7  years 

$5  million  (sale  of  ImClone  stock) 

2.3 

Alan  Bond  /  Albriond  Capital  Mgmt.  /  Feb.  2003 

swindled  investors 

12.6  years 

$5.5  million 

3.3 

Leona  Helmsley  /  Helmsley  Enterprises  /  Dec.  1989 

income  tax  evasion 

4  years 

$1.2  million  (amount  evaded  in  taxes 

3.9 

Emery  Harris  /  HealthSouth  /  Dec.  2003 

inflated  earnings 

5  months 

$106,500  (forfeited  bonuses  and  sal 

4.5 

Steve  Madden  /  Steve  Madden  Ltd.  /  May  2002 

insider  trading 

3.4  years 

$784,000  (stock  sale,  avoided  losse 

50.9 

Jamie  Olis  /  Dynegy  /  Mar.  2004 

securities  fraud 

24  years 

$472,000  (2001  salary,  bonus  and  stc 

11.5  mil 

Robert  DiBlasi  /  private  citizen  /  Aug.  1999 

stole  AA  batteries 

31  years  to  life  (3rd  strike) 

$2.69 

AWAITING  TRIAL  OR  SENTENCING 

.30 

Dennis  Kozlowski  /  Tyco  international 

fraud 

up  to  30  years 

$100  million 

16.7 

Martha  Stewart  /  Martha  Stewart  Living  Omnimedia 

lying  to  Ihe  government 

10  to  16  months 

$50,000  (ImClone  stock  sale) 

1 

0 

i  i 
10  20 

i 

30 

i 

40  5 
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Sentencing  guidelines — despite  their  name,  they  give  judges  little  dis- 
cretion— have  been  around  since  1987.  But  they  were  stiffened  in  2002  as 
part  of  "emergency"  measures  in  the  wake  of  the  Sarbanes-Oxley  corpo- 
rate reform  movement.  The  maximum  punishment  for  wire  and  mail  fraud, 
the  most  common  white-collar  infractions,  was  increased  from  5  to  20  years. 
\  chief  executive  who  makes  a  material  misstatement  that  causes  a  50-cent 
drop  in  his  company's  billion-share  float  now  faces  1 1  years  in  jail. 

If  he  is  instead  caught  trafficking  40  grams  of  heroin,  he'll  be  back  on  the 
street  in  three  years.  If  he  kills  someone  intentionally,  but  not  murderously, 
and  is  convicted  of  voluntary  manslaughter,  the  maximum  federal  punish- 
ment is  ten  years. 

"These  sentences  are  outrageous  for  nonviolent,  nondrug  cases,"  says 
Preston  Bruton,  a  former  federal  prosecutor  who,  as  a  criminal  defense 
attorney,  serves  on  the  U.S.  Sentencing  Commission's  practitioners' 
advisory  group. 

Okay,  Enron's  ex-finance  chief  Andrew  Fastow  should  do  hard  time  for 
a  fraud  that  cost  employees  and  investors  billions  of  dollars.  But  the  irra- 
tionality of  the  white-collar  sentencing  system  became  painfully  apparent  in 
March,  when  lamie  Olis,  a  38-year-old  former  midlevel  Dynegy  executive, 
I  was  given  24  years  for  booking  a  loan  as  revenue.  Olis  is  no  Snow  White,  but 
|  neither  is  he  a  thief  on  a  grand  scale.  His  take  from  the  misdeed  reportedly 
was  $272,000  in  salary  and  bonus  in  2001,  plus  $200,000  in  stock  sales.  "I  take 
no  pleasure  in  sentencing  you  ...  but  my  job  is  to  follow  the  law,"  U.S.  Dis- 
trict Judge  Sim  Lake  said  in  meting  out  punishment  from  a  formulaic  fed- 
leral  sentencing  grid.  Nearby,  Olis'  wife  held  a  baby  daughter  who  could  be 
out  of  college  before  her  dad  gets  out  of  prison. 

Olis'  sentence  was  based  on  his  total  of  40  "offense  level"  points:  6  for 
fraud,  26  for  causing  $100  million  in  investor  losses,  4  for  harming  50  or 
[more  people,  2  for  being  a  "sophisticated"  executive  and  2  for  being  a  cer- 
tified public  accountant. 

Bubble-era  white-collar  crooks,  beware:  Even  crimes  committed  before 
the  new  guidelines  took  effect  can  be  "pulled  forward"  for  sentencing  pur- 
poses if  prosecutors  prove  a  perp  obstructed  justice  or  committed  another 
related  offense  later  on.  It's  not  just  the  Bernie  Ebbers  of  the  world  who 
need  fret  either.  Anyone  nailed  for  causing  more  than  $  1  million  in  losses  to 
investors  faces  a  decade  or  more  in  prison. 

There's  a  lot  of  imagination  in  calculating  losses  from  a  misdeed.  Dyn- 
egy was  a  sick  company  in  any  event,  as  lenders  fled  energy  traders  and  suits 
started  flying  over  the  California  power  scandal.  But  under  the  guidelines,  an 
accountant  who  puffs  up  earnings  can  be  blamed  for  the  whole  collapse. 

As  the  law  now  stands,  someone  who  artificially  pumps  up  a  stock 
with  100  million  shares  outstanding,  and  whose  price  subsequently  falls 
$8  below  where  it  was  when  the  scam  started,  is  treated  as  if  he  person- 
ally stole  $800  million. 

A  judge  can  depart  from  the  sentencing  guidelines  if  he's  will 
ing  to  send  a  report  on  the  matter  to  Capitol  Hill,  fudge  Lake  de-     " wou|d 

*  t3  k  c  ovsr 

clined  to  take  this  step.  25  miles 

to  show 
how  many 
years,  per 

It's  scary  stuff,  enough  to  coerce  folks  under  suspicion  to  mi||i°n.  »e 
cop  a  plea.  That's  exactly  what  Olis'  colleagues  did,  including  his 
boss,  and  they're  getting  no  more  than  five  years.  Demand  a  day  in  court, 
or  just  be  a  chief  executive  with  no  one  higher  up  to  snitch  on,  and  you 
risk  rotting  away.  F 


Through 
The  Back  Door 

A  growing  number  of  Chinese 
companies  are  taking  a  shortcut 
to  public  listings  in  the  U.S. 

BY  LUISA  KR0I.L 


TINY  CHINA  CABLE  &  COMMUNICATION  HAD 
expansionist  ideas.  With  zero  revenues  and 
iffy  assets — 49%  of  a  $3.5  million  (sales) 
cable  venture  that  controls  39  channels  in  a 
region  85  miles  south  of  Beijing — the  company 
hadn't  a  prayer  of  going  public,  even  in  China.  Not 
to  worry:  It  now  trades  on  the  Nasdaq  bulletin 
board,  thanks  to  an  old  tactic  of  penny-stock  oper- 
ators— the  reverse  merger. 

Here's  how  it  worked.  Because  of  China's  laws 
and  rulings  on  offshore  listings,  it  first  set  up  a  vehi- 
cle in  the  British  Virgin  Islands  called  Solar  Touch, 
which  then  turned  the  original  company  into  a  sub- 
sidiary. Next  it  found  a  shell  into  which  it  could 
merge:  Nova  Internationa]  Films,  a  Vancouver,  Wash, 
film  production  outfit  with  no  operational  history  in 
a  decade  but  with  an  over-the-counter  listing.  The 
marriage  was  consummated  in  March  2003,  in  an 
all-stock  deal.  Last  September,  with  the  legitimacy 
(such  as  it  was)  conferred  by  its  public-company  sta- 
tus, CCCI  raised  $4  million  in  private  financing  from 
U.S.  investors. 

While  no  one  tracks  reverse  mergers,  a  half- 
dozen  companies  from  the  Middle  Kingdom — rang- 
ing from  health  care  products  to  manufacturers  of 
power-steering  assemblies  (see  table,  p.  44) — have 
completed  them  since  last  year.  At  least  a  dozen  are 
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front 


"You  and  I  know  the  bulletin  board  is  not  prestigious.  But  in  China,  they  see 

a  U.S.  ticker  symbol,  which  is  something  very  honorable  to  them."  


in  the  pipeline  this  year,  says  Halter  Financial  Group,  an  Argyle, 
Tex.  consultancy  that  specializes  in  the  transaction. 

The  attractions  of  this  maneuver  are  clear:  respect  back 
home,  access  to  capital  here  and  the  relative  ease  of  reverse 
mergers  in  the  States.  "Wall  Street  is  every  entrepreneur's 
dream,"  says  Kit  Tsui,  chief  executive  of  Shenzhen-based  Indus- 
tries International,  a  maker  of  telephones  and  lithium  batteries. 
It  costs  a  company  roughly  $500,000  to  pull  off  a  reverse  merger 
and  takes  three  to  six  months.  Compare  that  with  about  S2.5 
million  for  a  similar  backdoor  listing  in  Hong  Kong,  according 
to  Charles  Law,  a  partner  at  Beijing  law  firm  King  &  Wood. 

As  for  going  public  back  home,  no  one  has  the  patience.  An 
estimated  1,000  companies  are  waiting  to  be  reviewed  by  the 
Chinese  Securities  Authority,  a  requisite  first  step;  only  one  in 
ten  of  those  will  likely  go  public  this  year.  "You  and  I  know  the 
bulletin  board  is  not  prestigious,"  says  George  Raney,  China 
Cable's  U.S.  director.  "But  in  China,  they  see  a  U.S.  ticker  sym- 
bol, which  is  something  very  honorable  to  them." 

Astonishingly,  they  haven't  done  too  badly  here,  either.  AXM 
Pharma,  for  example,  a  Nevada-incorporated  maker  of  anti- 
biotics and  skin  products,  did  a  reverse  merger  and  managed  to 
raise  $7.4  million  in  three  U.S.  private  placements,  signed  a 
licensing  deal  with  Sunkist  Growers  to  use  its  name  in  making 
vitamins  in  China  and  moved  its  listing  from  the  bulletin  board 
to  the  American  Stock  Exchange.  Its  shares  have  quadrupled 
since  March  2003  to  a  recent  $5. 


But  then  there  are  tales  of  companies  like  CTC  Cosmetics* 
Holdings,  which  did  a  reverse  merger  in  1997.  Three  years  later* 
its  largest  shareholder,  Voyager  Group,  notified  the  SEC  that  CTC,i 
which  had  been  delisted  from  the  bulletin  board,  had  failed  to* 
provide  current  financial  information  and  that  it  had  removed! 
its  Chinese  directors.  Soon  after,  Voyager  itself  was  embroiled  in 
a  scandal,  when  two  of  its  directors  were  arrested  and  charged 
with  securities  fraud  on  another  stock  (charges  against  one  were 
dropped).  There  is  no  trace  of  the  Chinese  company  today. 

Will  that  curb  enthusiasm  for  other  issues?  That's  a  tough 
call.  As  they  say  in  the  old  country,  there's  a  sha  gua  born  every 
minute.  F 

Red  Hot 


Reverse  mergers  have  been  good  to  these  Chinese  companies— 
and  to  their  investors— so  far.  How  long  their  share  prices  can 
keep  soaring  is  anybody's  guess. 


Company 

Sales 
($mil) 

Postmerger 
stock  performance 

AXM  Pharma 

$10 

413% 

China  Automotive  Systems 

48E 

22,150 

China  Cable 

NA 

207 

Industries  International 

59 

1,375 

Tiens  Biotech  Group 

39E 

23,900 

Performance  as  of  Apr  2.  E.  Estimate  NA:  Not  aval 

ibie.  Sources:  JAt  Dumn  &  Assocores  company  reports. 

JOINT  VENTURE 


Warren  Eugene  says  he  has  made  millions  through  an  Internet  gambling  site  he  founded 
in  1995.  His  next  play  is  to  be  a  marijuana  kingpin— through  a  publicly  traded  company. 

Eugene  recently  did  a  reverse  takeover  of  a  tiny  U.S.  public  company,  renamed  it 
Amigula,  and  now  proposes  to  supply  marijuana  to  sick  people  in  Canada.  Canadian  law 
allows  sick  people  to  legally  smoke  the  drug,  but  it  prohibits  companies  from  selling  it.  Not 
that  that  detail  seems  to  bother  Eugene. 

There  are  many  investors  out  there  who  will  take  a  gamble,  figure  I'll  pull  a  monkey  out 
of  my  hat  again,"  says  Eugene,  43,  a  Canadian  native  with  a  Bahamian  passport. 

Amigula's  headquarters  are  a  hotel  suite  in  Toronto.  The  company  has  zero  revenues 
and  no  government  licenses  to  supply  marijuana,  despite  claims  on  Yahoo  and  Bloomberg 
Web  sites  to  the  contrary.  Eugene  figures  he  will  sign  up  60,000  medical 
patients,  change  Canadian  law,  learn  to  grow  top-grade  pot,  sell  to  many  coun- 
tries and  corner  a  market  now  occupied  by  one  agricultural  company  and 
scores  of  furtive  growers. 

Even  weed-legalization  fans  think  he  is  smoking  something  (the 
entrepreneur  says  he  never  touches  the  stuff)  and  have  reported  the  com- 
pany to  the  securities  cops.  Antidrug  congressmen  have  asked  the  Food  & 
Drug  Administration  to  check  it  out.  The  SEC  won't  comment  on  any  investiga- 
tion. Wonder  how  long  this  high  will  last.  -Quentin  Hardy 
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HELICOPTER  SERVICE  AVAILABLE 


Unlike  some  things,  our 
captive  services  really 
will  make  your  job  easier. 


As  a  broker,  the  last  thing  you'd  expect  when  setting  up  a  captive 
is  to  save  time.  But  at  Liberty  Mutual,  we're  using  nearly  30  years 
of  captive  experience  to  make  your  job  easier  -  and  make  your 
clients  happier,  too.  Our  simplified  approach  combines  fronting, 
reinsurance,  claims  support,  loss  prevention  and  captive 
management  into  a  single  structure.  And  because  there's  just 
one  point  of  contact,  you  don't  have  to  manage  a  lot  of  different 
providers  yourself.  So  you  can  spend  your  valuable  time  doing 
more  important  things.  Like  figuring  out  how  to  use  all  of  those 
time-saving  gadgets. 


RE  THAN  INSURANCE.  IT'S  INSURANC 


For  more  information  or  to  receive  a  complimentary  copy  of  'The  Growing  Use  of  Captives 
in  Risk  Management,"  call  1-800-300-4472  or  visit  www  libertymutual  com/captives 


Liberty 
Mutual 


Coverages  underwritten  and  serviced  by  member  companies  of  the  Liberty  Mutual  Group  Some  coverages  are  not  available  in  all  states  ©  2004  Liberty  Mutual  Group 


The  Great  Offshore 
Wimp-Out 

CNN's  Lou  Dobbs  and  various  politicians  are 
bashing  companies  that  send  work  offshore. 
Some  companies  are  too  cowed  to  say  anything 
about  what's  right  with  what  they're  doing. 

BY  KERRY  A.  DOLAN  WITH  DAVID  WHELAN 

THE  LOU  DOBBS  "EXPORTING  AMERICA"  TIRADE  HAS 
been  going  on  for  more  than  a  year.  Almost  every 
weeknight  the  CNN  anchor  launches  into  an  attack  on 
U.S.  companies  that  send  work  offshore.  On  the  CNN 
Web  site  he  lists  the  offenders.  The  roster  includes  Citi- 
group, American  Express  and  Microsoft — all  of  which  stoically 
take  the  abuse  and  still  advertise  on  Dobbs'  show. 

Whatever  happened  to  the  law  of  comparative  advantage?  To 
the  argument  that  millions  of  American  jobs  depend  on 
exports?  To  the  notion  that  cross-border  competition  is  good  for 
consumers?  When  it  comes  time  to  defend  foreign  trade,  big 
companies  are  scarcely  heard  from.  Fearful  of  being  outed  by 
Dobbs  and  added  to  an  offenders  list,  multinationals  would  pre- 
fer to  duck  questions  about  outsourcing.  Some  U.S.  clients  of 
Wipro  Technologies,  an  Indian  firm  that  does  data  processing 
for  U.S.  companies,  have  insisted  that  their  names  be  removed 
from  the  customer  list  on  Wipro's  Web  site.  FORBES  called  13 
companies  on  the  Dobbs  hit  list  to  get  a  rebuttal;  4  wouldn't 
even  return  the  calls. 

But  there's  a  rebuttal  story  to  be  told.  A  number  of  the 
Dobbs-targeted  companies  continue  to  create  jobs  in  the  U.S. 


RadioShack  added  300  workers  in  Fort  Worth,  Tex. 
recently  at  an  operation  that  repairs  cell  phones. 
Sunnyvale,  Calif-based  Juniper  Networks,  another 
Benedict  Arnold  per  the  Dobbs  analysis,  currently 
has  45  open  positions,  including  technical  staff  at  its 
headquarters  and  salespeople  on  the  East  Coast. 
Software  firm  Veritas  is  hiring  175  people  in  the 
U.S.  IBM  is  adding  5,000  to  its  U.S.  payroll  this 
year,  even  as  it  sends  some  jobs  to  India.  A  recent 
study  commissioned  by  the  Information  Technol- 
ogy Association  of  America  found  that  the  off- 
shoring  of  IT  services  and  software  led  to  the 
creation  of  90,000  U.S.  jobs  last  year. 

Planar  Systems  is  hiring,  too.  The  Beaver- 
ton,  Ore.  maker  of  display  screens  earned 
Dobbs'  wrath  for  selling  flat-panel  desktop 
monitors  made  in  Taiwan,  China  and  South 
Korea.  That  was  the  only  way 
it  could  go  head-to-head 
against  companies  like  Sony 
and  NEC  without  coming  up 
with  the  $1  billion  or  more  it 
would  cost  to  build  a  display 
factory  in  the  U.S. 

The  results  have  exceeded 
even  Planar  executives'  expec- 
tations. The  new  business 
brings  in  $97  million  in  an- 
nual revenue,  39%  of  the 
company's  total.  To  sell  those 
displays,  Planar  has  added 
roughly  40  U.S.  employees, 
expanding  its  current  payroll 
to  400.  The  US.  sales  jobs  pay 
a  lot  better  than  the  Chinese 
assembly  jobs. 

Yes,  it's  eliminating  jobs, 
too.  Planar  shuttered  an  LCD 
factory  in  Wisconsin  in  late 
2002,  cutting  150  people;  and 
in  August  it  closed  an  electro- 
luminescent plant  in  Beaverton 
that  had  employed  50  people. 
It  shifted  manufacturing  of 
medical  imaging  displays  from 
a  contractor  in  Waltham,  Mass. 
late  last  year  to  contractors  in 
Korea.  "Our  customers  won't 
pay  more  for  a  'Made  in  the 
U.S.A.'  label,"  explains  Planar 
Chief  Financial  Officer  Steven 
Buhaly.  If  Planar  kept  manu- 
facturing in  the  U.S.,  "long  : 
term,  we'd  be  out  of  business, 
and  deservedly  so." 


The  Dirty  Dow 

These  Dow  industrials 
companies  are  on  Dobbs' 
list  of  offshorers. 

Company  / 

Alcoa  / 

J. P.  Morgan  Chase  / 

Intel / 

Boeing/ 

American  Express 

United  Technologies  / 

Citigroup  / 

Hewlett-Packard 

Coca-Col 

3M/ 

Intl  Paper 

Procter  &  Gamble  / 

AT&T/ 

IBM/ 

General  Electric  / 

ExxonMobil  / 

SBC  Comm  / 

DuPont / 

Microsoft  / 

Johnson  &  Johnson / 

Eastman  Kodak  / 


S&P  500  Index  /  31.9 


Figures  as  of  Apr.  I. 
Source:  Reuters  Fundamentals 
via  FactSet  Research  Systems. 
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'We  thought  deploying 
more  than  65  applications 
smoothly  was  everything 
we  could  ask  for.  But,  with 
Citrix,  we  also  saved  over 
$10  million  in  five  years." 


Anthony  Lackey,  CTO 
ABM  industries 


INFRASTRUCTURE  FOR  THE  ON-DEMAND  ENTERPRISE 

With  over  $2.1  billion  in  annual  sales  and  more  than 
62,000  employees,  ABM  Industries  is  one  of  the 
largest  facility  services  contractors  on  the  NYSE. 
With  their  growth  came  the  increasing  need  to  get 
more  information  to  more  people  faster.  Not  easy, 
after  decades  of  accumulating  a  patchwork  of  IT 
infrastructure.  So,  like  99%  of  the  Fortune  500, 
ABM  turned  to  Citrix8  software  to  deploy 
applications  centrally  for  secure,  easy,  and  instant 
access  to  business-critical  information— anywhere, 
anytime,  from  any  device.  We  call  it  the  on-demand 
enterprise.  And  it's  helping  over  120,000  of  our 
customers  save  money  and  reduce  IT  complexity. 
To  learn  what  Citrix  can  do  for  your  business,  call 
888-820-7918  or  visit  www.citrix.com. 


CITRIX 


Outfront  

Now  let's  put  in  a  word  for  con- 
sumers and  investors.  The  move  to 
Korean  manufacturers  enabled  Pla- 
nar to  cut  the  list  price  on  radiol- 
ogy displays  for  use  in  hospitals 
from  $28,000  to  $15,000.  Planar's 
profit  has  climbed  27-fold  in  the 
past  four  years  to  $15.2  million.  In 
that  same  time  Planar's  stock  has 
climbed  71%  even  as  Nasdaq  has 
fallen  50%. 

Why  not  shout  from  the 
rooftops  about  making  hospital  care 
more  affordable?  Or  about  how 
Planar  now  has  openings  in  sales 
and  marketing  in  the  U.S.?  The  com- 
pany started  to  talk  to  us  about  the 
benefits  of  trade  to  the  U.S.  economy 
but  then  slammed  the  door.  After  a 
week  of  mulling,  it  resumed  the  dis- 
cussion. A  spokesperson  explained: 
"We've  been  getting  lots  of  hate  mail 
about  our  outsourcing."  Who  wants 
to  be  a  sound  bite  for  a  presidential 
candidate? 

James  K.  Glassman,  a  Dobbs 
critic  and  the  host  of  Web  site  Tech 
Central  Station,  has  done  an  inter- 

"Our  customers  won't 
pay  more  for  a  'Made 

in  the  U.S.A.'  label." 

esting  analysis  of  the  Dobbs  list. 
Looking  at  216  public  companies  on 
the  list,  Glassman  calculates  that 
their  shares  rose  an  average  72%  in 
the  12  months  ended  Feb.  23,  com- 
pared with  39%  for  the  S&P  500.  Not 
that  stock  performance  would  cut 
any  ice  with  a  politician.  These 
Benedict  Arnolds  put  profits  before 
workers! 

Might  Lou  Dobbs  have  his  own 
economics  at  heart  in  the  crusade 
against  outsourcing?  (He  didn't  return 
our  calls.)  He  got  a  nice  pop  in  viewer- 
ship  when  he  opened  the  war  on  job 
exports.  But  in  the  past  year  his  audi- 
ence has  sunk  back  20%  to  532,000.  If 
he's  not  careful,  CNN  will  replace  his 
show  with  a  low-budget  production 
from  Shanghai.  F 
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Tort  Turf 


The  FDA  doesn't  want  any  low-down  state 
court  second-guessing  it  on  drug  labeling. 

BY  MARY  ELLEN  EGAN 


THREE  YEARS  AGO  THE  WIDOW  OF  A 
man  who  had  committed  suicide 
while  taking  the  antidepressant 
Zoloft  filed  suit  against  the  maker, 
Pfizer.  It  was  yet  another  tort  case  against  a 
drug  manufacturer  claiming  the  company 
had  failed  to  warn  of  possible  dangers.  But 
a  funny  thing  happened  on  the  way  to  the 
appeals  court.  The  Food  &  Drug  Adminis- 
tration filed  a  brief  on  behalf  of  Pfizer  that 
in  effect  told  the  courts:  Back  off.  The  FDA 
had  determined  that 
Zoloft's  labeling  was 
appropriate.  Do  not 
entertain  any  claims  to 
the  contrary. 

The  case  was  tossed 
out,  on  other  grounds. 
But  the  brief  and  several 
others  marked  a  novel 
way  for  the  FDA  to  try  to 
block  certain  private 
tort  suits  against  drug 
companies.  The  tactic 
has  angered  attorneys 
who  want  to  use  claims  of  bad  labeling  to 
win  judgments.  "Since  1938  the  FDA  hasn't 
regarded  that  its  role  is  to  stop  plaintiffs 
from  filing  lawsuits,  but  now,  suddenly,  it 
does,"  says  James  T.  O'Reilly,  a  food  and 
drug  law  expert  at  the  University  of 
Cincinnati  College  of  Law. 

The  battleground  is  the  constitu- 
tional doctrine  of  preemption.  When 
Congress  preempts  a  field  of  regulation, 
there's  no  room  left  for  state  govern- 
ments to  horn  in.  For  example,  after  the 
Tylenol  poisonings  in  1983  the  FDA, 
empowered  by  Congress,  required  tam- 
per-proof packaging  for  every  medica- 
tion sold  over  the  counter,  trumping  any 
state  packaging  law. 

But  Congress  often  regulates  some 
field  without  making  explicit  whether  it 
intends  to  wipe  the  slate  clean  of  state  law. 
That  keeps  lawyers  busy  arguing  about 
whether  there  was  an  "implied  preemp- 
tion." The  FDA  says  it  owns  the  labeling 
turf  by  dint  of  implied  preemption.  "This 


system  cannot  operate  if  other  entities 
with  less  expertise  and  no  congressional 
mandate  have  the  ability  to  redecide  what 
we've  already  decided,"  says  Peter  Pitts,  the 
FDA's  associate  commissioner  for  external 
relations. 

In  2002  the  FDA  intervened  in  a  class 
action  in  southern  California  that  alleged 
that  GlaxoSmithKline's  advertising  failed 
to  warn  consumers  that  its  antidepressant 
Paxil  causes  dependence  and  withdrawal 
symptoms.  The  agency's 
chief  counsel,  Daniel 
Troy,  filed  a  brief  saying 
that  the  FDA  found  that 
Paxil  is  not  habit-form- 
ing and  doesn't  cause 
withdrawal  symptoms — 
and,  besides,  the  FDA  is 
the  exclusive  authority  in 
this  matter.  The  judge  in 
the  case  rejected  the 
FDA's  argument. 

In  another  case  the 
FDA  argued  that  the 
former  SmithKlineBeecham  did  not 
need  to  comply  with  a  California  law 
requiring  toxicity  warnings  on  over-the- 
counter  nicotine  products.  Doing  so 
would  render  products  misbranded 
under  federal  law,  the  FDA  said.  But  the 
court  ruled  against  SmithKline,  saying 
Congress  had  explicitly  exempted  the 
state  law.  The  case  is  pending  before  the 
California  Supreme  Court. 

Pitts  says  the  FDA  is  perfectiy  capable 
of  investigating  new  drugs  and  regulating 
their  warning  labels  without  getting  any 
assistance  from  state  juries  on  the  subject. 
As  he  puts  it:  "Our  willingness  to  invoke 
implied  preemption  can  be  traced  to  the 
growing  propensity  of  bad  scientific  rea- 
soning to  seep  into  court  cases  involving 
FDA-regulated  products." 

The  tort  lawyers  got  vindication  of  a 
sort  in  March,  when  the  FDA  advised  anti- 
depressant makers  to  include  stronger 
warnings  of  suicide  risk.  Maybe  those 
juries  aren't  so  ignorant  after  all?  F 


Can  your 
network 


GAIN  FLEXIBILITY.  Can  your  network  play  well  with  others?  Can  it  share  information  with  customers 
across  the  country?  Or  communicate  with  employees  across  the  globe?  AT&T  designs,  implements  and 
manages  Virtual  Private  Networks  that  make  it  easy  to  share  all  your  business-critical  applications  over 
the  Internet.  They  even  allow  you  to  evolve  your  networks  at  your  own  pace,  while  delivering  reliable, 
consistent  and,  most  importantly,  secure  performance.  So  your  door  will  always  be  open  for  the  people 
you  do  business  with.  And  slammed  shut  for  the  ones  you  don't.  CAN  YOUR  NETWORK  DO  THIS? 


AT&T 

The  world's  networking  company5" 


For  a  network  that  can,  call  1-888-889-0234 

att.com/networking 


from     . 

The  Immortal  Pill 

Pfizer  lives  or  dies  by  Lipitor.  Big  plans  for  its  successor  are 
underway,  by  matthew  herper  and  Robert  langreth 


LIPITOR,  WITH  $9.2  BILLION  IN 
sales  the  bestselling  drug  in  the 
world,  loses  patent  protection  in 
six  years,  threatening  the  single 
most  important  business  of  drugmaker 
Pfizer.  Its  answer:  Combine  Lipitor  with 
a  powerful  new  drug  in  the  hope  of 
getting  an  even  bigger  impact. 

The  new  compound, 
torcetrapib,  is  aimed  at 
reducing  heart  attacks  far 
more  than  the  one-third  or 
so  seen  with  Lipitor  alone. 
Now  in  human  trials,  il  is 
the  first  in  a  wave  of  drugs 
that  aim  to  raise  so-called 
good  cholesterol,  or  HDL,  the 
protein  that  helps  truck  chunks 
cholesterol  away  from  the  arteries.  Pfizer, 
which  has  been  working  on  the  drug  since 
1987,  hopes  that  the  combination  will 
return  arteries  to  a  healthier  state  by  clean- 
ing out  years  of  fatty  buildup.  (At  best, 
Lipitor  and  other  statin  drugs  halt  new 
gunk  from  accumulating.) 

But  the  question  is  whether  the  new 
duo  will  arrive  in  time  to  stop  the  typical 
80%  plunge  in  sales  that  occurs  when  a 
drug  goes  off-patent.  Pfizer  could  have 
complete  trial  results  for  the  combo  pill 
in  2007.  The  company  boldly  plans  to 
sell  torcetrapib  only  in  combination  with 
Lipitor.  Still,  throngs  of  patients  on  other 
cholesterol  drugs  might  switch  if  the 
new  Pfizer  remedy  is  as  potent  as 
researchers  hope.  "This  could  be  the 
biggest  drug  ever  launched,"  says 
Prudential  Equity  Group  analyst  Dr. 
Timothy  Anderson. 

A  small  study  in  the  Apr.  8  New  Eng- 
land Journal  of  Medicine  provides  one  of 
the  first  glimpses  of  how  potent  the  new 
combo  pill  may  be.  In  19  patients  with 
low  levels  of  HDL  (high-density  lipopro- 
tein), the  Pfizer  combo  raised  HDL  counts 
by  61%,  with  few  side  effects.  Existing 
treatments  such  as  niacin  elevate  HDL 
only  25%  or  so  and  carry  annoying  side 
effects  such  as  flushing.  The  combo  also 

50     FORBES  -  April  26,  2004 


lowered  the  low-density,  or  "bad,"  choles- 
terol 17%  more  than  Lipitor  alone.  The 
findings  excited  cardiologists  because  pre- 
vious studies  have  shown  that  even  small 
increases  in  HDL  have  been  associated 
with  large  decreases  in  heart  disease.  "It 
will  be  phenomenal  for  mankind  if  it 
works,"  says  Cedars-Sinai  cardiologist 
Prediman  K.  Shah. 


But  Pfizer  must  now  prove  that  the 
impressive  blood  test  results  translate 
into  actual  patient  benefit.  Torcetrapib 
takes  a  controversial  and  indirect 
approach,  blocking  a  protein  involved  in 
transferring  cholesterol  from  HDL  back 
to  LDL.  Some  experts  worry  that  raising 
good  cholesterol  by  such  artificial  means 
may  not  have  much  of  an  effect  on 
arteries;  it  may  instead  produce  dysfunc- 
tional HDL  particles  that  don't  do  much 
of  anything.  Also,  high  doses  of  the  drug 
have  raised  blood  pressure  in  some 
patients. 

Pfizer  is  spending  a  staggering 
$800  million  putting  the  combo  pill 
through  final-stage  trials  in  a  hell-bent  ef- 
fort to  show  it  prevents  both  plaque 
buildup  and  heart  disease  deaths.  Another 
$90  million  has  already  been  committed 
to  build  a  factory  in  Ireland  to  produce  the 
combo.  If  the  pill  falls  short,  Pfizer's  profit 
could  plummet  in  the  next  decade.  But  if  it 
works,  the  maker  could  easily  dominate 
the  drug  industry  for  years  to  come.  And 
best  of  all,  the  new  combo  would  get  the 
patent  protection  that  Lipitor  loses,  until 
2020.  Says  Tufts  University  researcher  Mar- 
garet Brousseau,  lead  author  of  the  NEIM 
study,  "Pfizer  will  be  holding  its  breath 
until  the  final  data  are  in.  F 


NERDS  OF  A  FEATHER 

Most  people  grumble  when  their  broadband  connections  are  poky. 
Israeli  venture  capitalist  Yossi  Vardi,  who  founded  the  famed  ICQ 
instant  message  service  later  bought  by  America  Online,  decided  to 

poke  fun  at  it.  He  and  more  than  a  hundred  other  unhappy  Internet  addicts 
convened  near  Israel's  Sea  of  Galilee  last  month  to  flip  their  digital  sub- 
-  M  scriber  line  providers  the  bird,  so  to  speak.  They  outfitted  three  carrier 
*   pigeons  with  teensy,  high-density  flash  memory  cards  storing  a  total 
of  4  gigabytes— the  equivalent  of  1,000  songs  on  an  iPod  mini— 
and  cast  them  on  a  62-mile  journey.  They  calculated  the  birdy 
bandwidth  by  dividing  data  capacity  by  the  length  of  the  last 
pigeon's  flight— a  slowpoke  at  3  hours,  51  minutes. 

Results:  At  2.27  megabits  per  second  (mbps), 
the  pigeons  handily  trumped  the  1.5  mbps  speed  of 
a  typical  DSL  connection.  It  would  have  taken  96 
hours  of  upload  time  to  transfer  all  that  data  over  DSL. 
Point  made,  yet  again.  In  2001  Linux  pranksters  raced 
pigeons  against  a  40-gigabytes-per-second  fiber  line  to 
test  a  concept  a  puckish  American  scientist  first  coined  a 
decade  earlier:  CPIP— Carrier  Pigeon  Internet  Protocol.  The 
pigeons  lost  that  time.  A  Verizon  spokeswoman  dismisses  Vardi's 
affair  as  April  Fool's  tomfoolery.  Even  Vardi  concedes,  "Unlike 
pigeons,  DSL  doesn't  poop  on  your  head."     —Lea  Goldman 


With  the  B  LA  C  K  E  N  E  D  AHI  TUNA, I  was  looking  to  create  a  spicy  'kick'  from  the 
blackened  seasonings,  and  marry  it  with  the  silky  velvet  layer  of  a  light  butter  sauce. 
I  wanted  to  create  A  4WOW'  EATING  EX  P  E  R I  E  N  C  E  for  my  guests." 
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A  guide  to  the  on  demand  world:  Optimization 


S  <" 


You  wouldn't  keep  an  employee  wl 
only  works  10%  of  the  time. 
Now,  a  word  about  your  servers. 


II  o 


You  know  that.  It's  why  your  servers  are  up  24 
Answering  queries.  Managing  information.  Heading  problems  off  at  the  pas 
Apparently,  working  as  hard  as  they  can.  But  appearances  can  be  decep 
"On"  doesn't  always  mean  "active!'  And  "active"  doesn't  always  mean  "availa 
The  answer  is  not  new  servers  -  it's  optimization.  And  here,  IBM  can  help 


A  recent  survey  showed  that  most  companies  use,  on  average,  only  10%  of  their  server  capac 
Think  about  that.  90%  of  your  IT  investment  may  be  lying  idle  right  now.  Invisible  to  the  develop 
teams  who  need  more  processing  power.  Inaccessible  to  customer  service,  which  needs  increc 
system  redundancy,  "just  in  case'.'  Wasted  resources.  And  something  IBM  can  help  you  avoid. 

IBM  Infrastructure  Management  Solutions  are  a  combination  of  hardware,  software  and  servic 
designed  to  optimize  and  streamline  the  infrastructure  you  already  have.  Based  on  your  busii 
priorities,  they  intelligently  reallocate  resources,  proactively  sense  and  respond  to  demands 
computing  power  and  reduce  the  need  to  invest  in  systems  that  handle  a  once-a-year  spike  in  t 
(an  infrastructure  cost  savings  of  up  to  35%).  It's  only  fair.  You're  working  110%  to  meet  the  dema 
of  the  on  demand  world.  We  think  your  systems  should,  too. 


Their  secret  weapon?  An  IBM  grid 
infrastructure  solution.  It  maximizes  processor  efficiency  on  their  IBM 
(©server  systems,  cutting  processing  time  on  a  financial  application 

86.400  seconds  a  day. 

from  minutes  to  seconds.  Hello  enhanced  service.  Hello  happy  customers.  use  everyone 


It's  an  on  demand  world.  IBM  and  its  partners  can 
ou  make  the  most  of  it.  Put  our  thousands  of  industry  specialists, 
i  solutions  and  years  of  experience  to  work  for  you,  one  ROI  at 
On  demand  business.  Get  there  with 


ibm.com/ondemand 
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BY  EMILY  LAMBERT 


WALGREEN  CO.,  THE  NATION'S  LARGEST 
pharmacy,  is  a  growth  story  for  the 
ages.  The  stock  is  up  more  than 
3,000%  over  the  last  20  years.  Same- 
store  sales  rose  9%  in  fiscal  2003  at  the 
103-year-old  chain,  which  is  sitting  on  $1  billion  in 
cash.  Plans  are  to  build  3,000  new  stores  by  2010  on 
top  of  the  4,336  it  already  has. 

Could  anything  go  wrong  with  this  happy  story? 
Yes.  Pharmacy  benefit  managers. 

PBMs  advise  employ- 
ers and  health  mainte- 


Walgreen  isn't  going  to  disappear  tomorrow.  Its 
prescription  sales  grew  18%  last  year.  But  the  mail- 
order option  is  still,  relatively  speaking,  in  its 
infancy.  "We're  concerned  about  anybody  that  is 
healthy  competition,"  says  David  Bernauer,  Wal- 
green's  chief  executive.  Last  fall,  for  example,  a  new 
United  Auto  Workers  deal  switched  its  775,000 
members  to  the  mail  option  for  long-term  pre- 
scription drugs.  A  recent  Hewitt  &  Associates  poll 
of  648  companies  showed  that  benefits  experts  at 


nance  organizations  how 
to  save  money  on  pre- 
scription drug  costs.  And  one  way  they  do  that — or 
claim  to — is  by  having  patients  get  their  long-term 
prescriptions  (say  for  diabetes  or  cholesterol  drugs) 
by  mail.  Often  the  patients  are  offered  the  option  (or 
given  a  mandate)  to  get  their  pills  this  way.  Bad 
enough  that  the  retail  pharmacy  loses  the  sale;  Wal- 
green got  62%  of  its  $32.5  billion  in  revenues  in  the 
Aug.  31,  2003  fiscal  year  from  filling  prescriptions. 
The  other  pain  is  that  the  patient  is  not  in  a  Wal- 
green store  picking  up  items  like  lipstick  and  beach 
balls  on  the  way  to  the  prescription  counter.  Non- 
prescription items  account  for  about  half  of  the 
chain's  $1.2  billion  in  annual  net. 


Giant  WALGREEN  has  never  been  so  prosperoi 


half  were  thinking  of  doing  the  same. 

How  did  PBMs  get  so  powerful?  They  started  out 
in  the  1970s  doing  claims  adjudication  for  pharma- 
cies and  insurers,  but  moved  into  negotiating  drug 
prices  with  manufacturers,  designing  health  plans  for 
employers  and  insurers  and  running  mail-order 
shops.  In  the  process,  they  set  up  retail  networks — 
groups  of  pharmacies,  including  Walgreen,  where 
patients  can  go  to  pick  up  something  needed  right 
away,  like  antibiotics. 

More  than  half  of  mail  order  is  controlled  by  three 
PBMs:  Express  Scripts,  Medco  Health  Solutions  and 
Caremark.  With  a  combined  revenue  twice  that  of  Wal- 
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bw  watch  the  pharmacy  chain  try  to  fend  off  the  mighty  mailbox. 


Walgrnpn 


green,  this  troika  realized  they  could  milk 
more  from  the  mails.  Walgreen  initially 
played  along,  partly  because  of  its  symbio- 
sis with  PBMs  that  okay  one-time  orders  for 
drugstore  pickup. 

And  for  the  past  20  years  Walgreen  has 
had  its  own  mail-order  business.  While 
small,  with  only  $1  billion  in  sales,  it's 
growing  at  a  faster  rate  than  the  chain  over- 
all. Walgreen  also  started  its  own  PBM,  Wal- 
greens  Health  Initiatives,  in  1995. 

Here's  the  odd  thing:  Even  though  it 
has  joined  the  PBM  revolution,  Walgreen  is 
also  fighting  it.  Gregory  Wasson,  president 
of  Walgreens  Health  Initiatives,  which 
includes  his  company's  mail-order  busi- 
ness, insists  that  you  don't  get  any  real  bar- 
gain ordering  by  mail.  "Those  costs  are 
pennies  apart,"  he  says,  declining  to  spell 
out  the  numbers. 

One  study  by  economist  Robert 
Maness  and  Loyola  University  law  profes- 
sor James  Langenfeld — and  paid  for  by 
pharmacies — supports  Wasson.  A  single 
drug,  the  report  says,  may  cost  less  by  mail 
than  it  would  in  a  store,  but  the  average 
mail-order  prescription  is  pricier.  That's 
because  PBMs  steer  consumers  away  from 
generics  and  toward  more  expensive 
brand-name  drugs,  for  which  they're 
rewarded  by  manufacturers.  In  a  suit  the 
Justice  Department  accuses  Medco,  among 


other  things,  of  favoring  drugs  made  by  its 
former  parent,  Merck.  PBMs  are  under  legal 
assault  from  unions,  states  and  retailers, 
with  allegations  ranging  from  overcharging 
to  antitrust  violations. 

Walgreen  says  it's  keeping  store-dis- 
pensed drug  costs  low  by  using  techni- 
cians (average  hourly  wage:  $16,  com- 
pared with  $42  for  a  pharmacist)  and 
technology  that  increases  efficiency  by 
telling  pharmacists,  for  example,  which 
prescriptions  to  fill  first. 

And  what  say  the  PBMs?  Caremark 
points  to  a  2003  General  Accounting  Office 
report  claiming  that  mail-order  prices  were 
27%  below  retail  for  brand-name  drugs 
and  53%  less  for  generics.  Walgreen's  posi- 
tion is  "foolish,  it's  absurd,  and  every 
employer  and  health  plan  in  America 
knows  that,"  says  Mark  Merritt,  president 
of  the  Pharmaceutical  Care  Management 
Association,  an  industry  group. 

While  grabbing  the  90-day  refills  by 
persuading  health  insurers  to  offer  patients 
bargains  on  the  copays,  the  mail-order 
PBMs  steer  one-shot  orders  to  stores.  Wal- 
green's response:  Offer  to  dispense  90  days 
of  medicine  at  a  reduced  price  under  an 
option  called  "Advantage  90."  Although 
the  program  is  a  modest  success,  it  is  note- 
worthy that  Advantage  90  has  taken  busi- 
ness away  not  so  much  from  mail-order 


There  Oughta  Be  a  Law 


Unfair!  cried  Michigan  pharmacists— so  loudly  that  state 

legislators  took  notice.  Their  complaint:  that  pharmacy 
benefit  managers,  which  design  health  plans  for  com- 
panies and  insurers,  offer  retailers  a  take-it-or-leave-it 
contract  that  makes  it  impossible  for  them  to  compete 
on  drug  prices  with  mail-order  houses.  Drugstores  com- 
plained that  such  shenanigans  will  cost  the  state  $2  bil- 
lion in  lost  revenue  and  3,000  jobs  this  year. 

Tough  to  argue  with  that  in  an  already  overheated  po- 
litical season.  Anxious  legislators  have  proposed  a  five-bill 
package,  the  "Consumer  Prescription  Protection  Act,"  that's 
designed  to  even  the  score,  as  well  as  to  regulate  PBMs  and  force  more  accounting  trans- 
parency (detailing,  for  example,  the  rebates  they  receive  from  pharmas).  Michigan  becomes 
one  of  20  or  so  states  that  have  proposed  similar  legislation,  but  goes  further  than  most  in  that 
it  would  equalize  insurers'  reimbursements  to  retail  pharmacists  and  mail-order  vendors. 

Retailers  claim  the  act  will  let  them  fill  90-day  prescriptions  for  the  same  low  price  as 
mail  order,  a  bonanza  for  patients.  PBMs  argue  that  when  the  dust  settles,  drugs  will  end  up 
costing  more— and  make  health  insurance  all  the  more  expensive. 

Walgreen  was  slow  to  join  the  lobby  of  retailers  and  medical  societies  supporting  the 
bills.  "I  wouldn't  take  that  legislation  too  seriously,"  Chief  Executive  David  Bernauer  said  back 
in  February.  "I  don't  think  it  will  happen."  Soon  after  Walgreen  apparently  had  a  change  of 
heart.  Says  a  spokesperson,  "We're  definitely  supporting  it  and  hope  it  passes."  —EL 


operators  as  from  other  retail  stores  that 
don't  have  90-day  discounts. 

Walgreen  can't  strong-arm  the  big 
PBMs.  So  it's  trying  to  reach  them 
obliquely.  In  December  the  company 
announced  it  would  start  blacklisting  cus- 
tomers whose  health  plans  force  them  to 
use  mail  for  long-term  drugs  but  steer 
them  to  stores  for  the  one-time  drugs. 
That  is,  it  will  refuse  to  accept  insurance 
cards  as  payments  for  one-time  orders 
from  these  patients.  Walgreen  may  not 
know  for  certain  which  plans  are  steering 
big  orders  to  mail  vendors,  but  says  it  will 
find  out  using  internal  sleuthing. 

Alas,  it's  an  idea  that  may  backfire. 
Imagine  going  to  a  Walgreen  to  fill  an 
emergency  prescription  for  penicillin  and 
being  told  that  the  pharmacy  won't  fill  it. 
Bernauer  is  counting  on  customers  to  raise 
hell  with  their  insurers,  putting  pressure  on 
PBMs  to  include  a  retail  option  for  90-day 
drugs.  More  likely,  irate  shoppers  will  head 
off  to  another  pharmacy  that  will  take  their 
insurance.  Inexplicably,  CVS  has  followed 
suit  in  giving  these  patients  a  hard  time. 
The  two  companies  say  they  are  not  acting 
in  concert. 

PBMs,  says  Bernauer,  "really  need  us." 
Don't  bet  on  it.  Walgreen  is  nearly  ubiqui- 
tous, but  there  are  50,000  other  drugstores 
out  there.  Supermarket  pharmacies  are 
coming  on  strong,  too.  One  PBM,  which 
declines  to  have  itself  named,  insists  that  it 
can  survive  without  any  relationship  with 
Walgreen.  "We  have  several  substantial 
clients  that  don't  have  Walgreen  in  their 
network  at  all,"  says  a  spokesperson. 

When  all  else  fails,  fall  back  on  regula- 
tion. Walgreen  has  joined  other  retailers  to 
support  legislation  in  Michigan  that 
would  force  PBMs  to  get  rid  of  mail's  cost 
advantage  by  forcing  PBMs  to  offer  plans  a 
retail  version  of  any  90-day  bargain  they 
offer  by  mail  (see  box). 

Now  the  feds  have  come  to  the  rescue. 
Medicare's  first  prescription  drug  benefit, 
created  late  last  year  for  40  million  people, 
will  make  it  optional — but  not  manda- 
tory— for  seniors  to  order  drugs  through 
the  mail.  The  law  also  compels  the  Federal 
Trade  Commission  to  investigate  PBMs  for 
potential  abuses  of  their  market  power.  It 
seems  that  50,000  retailers  have  a  Little  sway 
in  the  voting  booth.  F 
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Sony 


Sony's 
Andrew  Lack 
took  a  year 
to  study 
up  on  the 
record 
business. 
Now  he's 
trying  to 
change  it. 

BY  PETER  KAFKA 


AFTER  A  CRASH  COURSE  IN  THE  DYNAM- 
ics  of  a  dying  industry,  Sony  Music  boss 
Andrew  Lack,  the  TV  news  veteran 
brought  in  1 5  months  ago  to  revive  its  ail- 
ing $5.3  billion-a-year  record  business,  is 
ready  to  propose  the  unthinkable. 

He  wants  to  start  charging  MTV  for 
music  videos.  The  promotional  mini- 
movies  puzzle  Lack,  who  questions  the 
wisdom  of  spending  up  to  $1  million  for 
a  few  minutes  of  content  and  then  giving 
it  away.  Videos  almost  never  generate  rev- 
enue themselves,  but  are  accepted  by 
everyone  else  in  music  as  a  necessary  evil. 
Since  Lack  came  aboard,  he  has  chopped 
video  budgets  by  a  third;  industry  execu- 
tives say  he  now  hopes  to  sell  them  via 
video-on-demand  or  get  MTV  and  others 
to  pay  up.  Sony's  contract  with  MTV, 
owned  by  Viacom,  expires  soon. 

The  pay-for-play  scheme  is  one  of 
several  big  moves  Lack  is  plotting.  He 
must  fix  a  business  that  had  lost  $130  mil- 
lion in  six  months  before  he  arrived,  in  an 
industry  whose  worldwide  revenue  is 
down  22%  in  four  years  because  of 
piracy,  structural  problems  and  a  short- 
age of  hot  new  talent.  Now  Lack  is  push- 
ing Sony's  new  download  service,  open- 
ing later  this  month,  to  compete  with 
Apple's  iTunes.  He  says  legit  digital  sales 
could  compose  25%  of  industry  revenue 
in  five  years.  Lack  also  wants  to  plow 
money  into  new  acts — Beyonce  suddenly 


is  his  biggest  overnight  star,  and  he  has 
just  signed  a  rejuvenated  Prince — and  cut 
back  on  Sony's  stable  of  aging,  high- 
priced  talent,  saving  millions  by  bashing  a 
few  giant  egos.  He  also  proposes  a  new 
mini-album  format  of  fewer  songs  as  a 
way  around  a  key  industry  drawback: 
high  prices.  "The  consumer  is  often  feel- 
ing ripped  off,"  Lack  says.  "They  were 
spending  too  much  money  for  a  record 
that  had  too  many  songs." 

But  the  Sony  music  chief  first  must 
pull  off  the  biggest  merger  in  industry 
history,  with  Bertelsmann's  BMG.  In 
December  he  signed  a  binding  agreement 
that  would  give  the  combo  control  of 
25%  of  the  worldwide  $30  billion-a-year 
music  business,  making  it  second  only  to 
Vivendi's  Universal  Music  Group  (with 
26%).  Since  then  whispers  are  rising  that 
the  deal  may  be  in  trouble. 

In  February  regulators  at  the  increas- 
ingly balky  European  Commission 
requested  more  information  on  the  Sony- 
BMG  pact,  adding  four  months  of  delay; 
these  are  the  same  guys  who  put  the 
kibosh  on  BMG's  earlier  effort  to  merge 
with  EMI  and  on  EMl's  bid  to  join  Warner 
Music  Group.  Antitrust  officials  in  Wash- 
ington are  expected  to  rule  by  June.  In  the 
interim  some  industry  insiders  are  specu- 
lating that  Bertelsmann  is  losing  its  ardor 
for  the  deal,  though  Bertelsmann  denies  it. 

Lack  says  the  combined  label  could 


Music  Lessons 


cut  up  to  $400  million  in  costs  by  the  end 
of  this  year.  He  won't  dare  speculate  on 
what  Sony  would  do  if  the  merger  falters. 
"I  haven't  given  it  much  thought,"  he  says 
flatly.  Surely  you  have?  "I  just  told  you  I 
haven't."  End  of  discussion. 

When  Howard  Stringer,  chairman  and 
chief  executive  of  Sony's  business  in  the 
Americas,  began  shopping  for  a  new  music 
boss  in  2002,  he  was  looking  for  someone 
with  an  entirely  new  take.  "I  concluded  that 
business  as  usual  in  the  music  industry 
would  pretty  soon  mean  no  business  at  all," 
says  Stringer,  a  former  president  of  CBS.  So 
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he  tapped  Lack,  who  had  worked  under 
Stringer  in  the  Eighties  at  CBS  News  and 
most  recently  had  run  NBC. 

Three  months  into  the  job  Lack  laid 
off  1,000  employees — 10%  of  the  work 
force — and  cut  $100  million  in  annual 
expenses.  By  the  end  of  last  year  he  had 
engineered  the  BMG  deal,  hoping  to 
spruce  up  Sony's  so-so  artist  lineup 
with  such  hot  acts  as  the  hip-hop 
group  Outkast.  The  short-term 
results  are  positive.  In  the  third 
quarter  of  2003  Sony's  music  rev- 
enue rose  6%  from  a  year  ago  to 
$1.7  billion,  and  income  before 
interest,  taxes,  minority  interests 
and  nonrecurring  items  jumped 
62%  to  $283  million. 

Still,  Sony's  market  share  has 
declined  since  Lack  took  over  (see 
chart),  and  he  is  short  on  hitmakers: 
The  only  Sony  offering  among  last 
year's  top  ten  U.S.  albums  was  Beyonce's 
Dangerously  in  Love.  Moreover,  the  indus- 
try overall  remains  difficult  at  best.  Last 
year  worldwide  sales  dropped  7%,  albeit 
following  declines  of  up  to  1 5%  in  previ- 
ous years. 

Lack  wants  to  counter  this  by  revamp- 
ing pricing  to  offer  a  variety  of  entry  points: 


Ozzy  Osbourne,  the  aging  rocker  who  en- 
joys renewed  popularity  as  a  reality-TV  star 
but  still  doesn't  sell  many  discs. 

At  first  some  industry  execs  were 
skeptical  about  Lack's  neophyte  status. 
But  the  doubters  are  coming  around.  In 
December  Lack  summoned  manager  Jon 
Landau  to  his  Manhattan  office  for  a  chat, 
but  not  to  talk  about  his  most  important 
client,  Bruce  Springsteen.  Instead  Lack 
wanted  to  talk  about  another  client, 
Train.  He  had  seen  the  band  perform  the 
night  before,  taken  notes  and  wanted  to 
offer  some  advice.  Perhaps  the  lead  singer 
could  draw  a  particular  note  out  in  one 
song;  maybe  the  lighting  should  be 
changed  during  another.  "His  ideas  were 
generally  excellent,"  says  Landau,  sound- 
ing a  bit  surprised. 

Andrew  Lack,  industry  outsider, 
will  need  a  few  more  excellent  ideas  to 
pull  Sony  Music  out  of  its  deep  morass. 
As  he  points  out,  correctly  enough: 
"When  we're  struggling  with  a  business 
that  is  in  this  much  turmoil,  all  of  us 
are  outsiders."  F 


from  a  buck  or  so  for  a  single  or  two  to  per- 
haps upwards  of  $19  for  a  disc  tricked  out 
with  extra  features  (Sony  is  testing  a  "dual 
disc"  that  holds  an  album  on  one  side  and 
a  DVD  on  the  other).  Sony's  new  Con- 
nect service,  an  iTunes-like  download 
store  slated  to  open  at  the  end  of  April, 
will  work  on  the  low  end  of  pricing. 
Like  Apple's  iTunes,  Connect  will 
generate  little  profit  from  songs  and 
instead  is  meant  to  spur  sales  of 
Sony's  MP3  players. 

Elsewhere,  Lack  is  trying  to  per- 
suade artists  to  release  discs  with  only 
9  or  10  strong  songs,  rather  than  13 
or  14.  The  disc  would  cost  less  than  the 
current  $13.47,  though  Lack  won't  com- 
mit to  a  price.  The  shortened  discs  might 
make  customers  feel  better  about  the  pur- 
chase— and  less  likely  to  nab  the  tunes  free 
off  the  Internet. 

More  discreedy,  Lack  also  plans  to  walk 
away  from  certain  big- name  artists  who  still 
command  sales,  or  at  least  J.Lo-style  noto- 
riety, but  who  are  unlikely  to  improve  his 
profit  margins.  Last  year  Lack  cut  ties  with 

Try  Before  You  Buy 

Norah  Jones  is  one  of  the  few  bright  lights  in  the  overcast  music 

business.  Her  2002  debut  album  sold  18  million  copies  around  the  world;  her  sec- 
ond effort  has  sold  5  million  or  so  since  February.  Yet  the  throwback  torch  singer  also 
is  in  high  demand  in  cyberspace,  where  she  is  one  of  the  most  pilfered  pop  stars:  At 
any  given  moment  I  million  tracks  from  her  new  album  course 
through  Internet  file-sharing  services,  says  research  firm 
BigChampagne. 

Music-biz  conventional  wisdom  holds  that  her  sales  might 
be  even  higher  if  people  weren't  stealing  her  stuff  off  the  Net, 
but  BigChampagne  Chief  Executive  Eric  Garland  argues  other- 
wise. Sure,  he  acknowledges,  many  artists  lose  sales  to  the  likes 
of  Kazaa,  the  free  file-sharing  service.  But  in  the  case  of  acts 
like  Jones,  he  argues,  people  use  file-sharing  services  to  sample 
artists  they  like— then  buy  the  album. 

The  key  distinction,  he  says,  is  how  many  songs  per  album 
people  download:  If  they  pull  down  more  than  one  per  album— 
and  in  Norah  Jones'  case  they  tend  to  grab  three  or  more- 
surfers  are  likely  to  buy  the  real  thing.  One  song  or  less,  and  they 
are  unlikely  to  buy  at  all.  In  other  words,  consumers  are  willing  to 
pay  for  music— but  not  if  it's  bundled  with  other  music  they  aren't  interested  in. 

Sony's  Andrew  Lack  and  other  music  executives  belatedly  acknowledge  the  prob- 
lem by  changing  their  pricing.  Last  year  Universal  Music  Group  announced  that  it 
would  drop  the  suggested  price  of  most  of  its  albums  by  47%  to  $10.  The  big  labels 
also  are  unpacking  their  music  on  pay  services  like  iTunes  that  retail  songs  for 
99  cents  or  less.  But  it  is  a  slow  process:  The  average  disc  retailed  for  $13.97  in  the 
fourth  quarter  of  2001,  says  research  firm  NPD  Group.  Two  years  later  prices  had 
dropped  all  of  50  cents.  —P.K. 
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Symbol  of  Hope 

BILL  NUTI  left  a  high-flying  career  at  Cisco  to  clean  up  embattled 
Symbol  Technologies.  Don't  call  it  a  comeback  just  yet. 


WILLIAM  NUTI  WAS  PACING 
the  back  yard  of  his  Long 
Island,  N.Y  home,  talking 
on  his  cell  phone  to  his 
boss,  John  Chambers,  the 
chief  executive  of  Cisco  Systems.  It  was 
July  2002,  and  only  days  earlier  Nuti  had 
handed  in  his  resignation.  Chambers 
wasn't  pleased.  Nuti,  then  38  years  old, 
was  a  trusted  lieutenant,  in  charge  of 
Cisco's  U.S.  operations  and  its  $10  billion 
worldwide  services  business.  In  his  ten 
years  there  he  had  become  one  of  the 
company's  top  salesmen,  established  its 
presence  in  China  and  reorganized  strug- 
gling European  and  Middle  East  opera- 
tions. Nuti  listened  as  Chambers  offered 
him  a  senior  post  in  the  San  Jose  head- 
quarters and  a  share  in  a  private  plane  for 
cross-country  commutes.  Then  he 
declined.  "At  the  end  of  the  day,"  Nuti 
says,  "I  wanted  to  run  my  own  company." 

He  got  what  he  wanted,  but  Nuti  sure 
picked  an  unsightly  place  to  do  it.  He  re- 
signed from  Cisco  to  move  in  as  president 
and  chief  operating  officer  of  Symbol  Tech- 
nologies, assured  that  the  chief  executive 
role  would  be  his  in  short  order.  Symbol, 
based  alongside  the  hectic  Long  Island  Ex- 
pressway in  Holtsville,  N.Y.,  is  the  world's 
largest  maker  of  handheld  bar-code  scan- 
ners and  had  a  fast-growing  wireless  net- 
working business  much  like  Cisco's. 

But  Symbol  was  in  shambles  the  sum- 
mer Nuti  arrived.  Four  months  earlier  the 
U.S.  Attorney's  Office  for  the  Eastern  Dis- 


BY  LEA  GOLDMAN 

trict  of  New  York  and  the  Securities  &  Ex- 
change Commission  had  launched  inves- 
tigations into  possible  aggressive  revenue 
recognition  and  channel-stuffing.  Symbol's 
chief,  Tomo  Razmilovic,  had  resigned  and 
left  the  country,  and  auditors  had  begun  a 
sweeping  restatement  of  sales  and  earnings 
going  back  to  1998.  (Ultimately  Symbol  ad- 
mitted to  overstating  revenue  by  $234  mil- 
lion and  net  income  by  $325  million  over 
five  years,  in  a  filing  that  the  company  had 
repeatedly  delayed  but  finally  made  last  De- 
cember. Two  senior  staffers  pleaded  guilty 
to  federal  fraud  charges.) 

Now,  almost  two  years  after  joining  the 
company,  Nuti  has  made  good  progress 
pulling  Symbol  out  of  the  muck  of  scandal 
and  doubt.  He  has  replaced  100  executives 
(or  25%  of  middle  management)  and  in- 
creased annual  sales  9%  to  $1.5  billion. 
From  a  loss  of  $45  million  in  2002,  Symbol 
earned  a  slender  $3.3  million  last  year.  An- 
nual cash  from  operations  is  up  32%  to 
$234  million,  and  the  stock  has  doubled 
since  July  2002. 

"From  the  very  minute  I  got  here,  my 
goal  was  extracting  the  cancer,"  Nuti  says. 
"We're  a  brand-new  company." 

Not  exactly.  From  the  time  he  took 
over,  Symbol  has  still  been  dogged  by 
questions  about  the  company's  disclo- 
sures, accounting  and  ties  to  tainted  for- 
mer management,  questions  that  still 
frustrate  optimistic  investors.  If  anything, 
Nuti's  tenure  should  be  a  sobering  tale  for 
any  ambitious  executive  seeking  to  make 


a  reputation  as  a  cleanup  artist.  "I  had  no 
idea  how  profound  Symbol's  problems 
were,"  says  Nuti. 

When  he  showed  up  for  work  in  July 
2002,  Symbol  was  so  disjointed  and  top- 
heavy  that  some  managers  had  only  two 
employees  reporting  to  them.  The  execu- 
tive team  rarely  met  as  a  group.  Symbol's 
engineers  had  little  cost  or  marketing  dis- 
cipline, often  producing  custom-made 
scanners  for  each  new  customer  that  asked 
for  one.  The  design  labs  were  littered  with 
gray  and  black  plastic  molds  of  rejected  de- 
signs. Its  reputation  with  customers  was 
suffering  as  resellers  peddled  shoddy  repair 
and  maintenance  services,  competing  with 
Symbol  for  contracts. 

The  core  bar-code-scanner  business, 
which  still  accounts  for  29%  of  Symbol's 
$1.5  billion  in  revenue,  had  been  slowing 
considerably,  and  now  is  growing  just  8% 
annually.  Symbol  also  was  wrestling  with 
the  rise  of  radio-frequency  ID  tags.  These 
tiny  RFID  chips,  attached  to  pill  botdes,  de- 
tergent boxes,  cashmere  sweaters  and  the 
like,  can  continuously  communicate  their 
whereabouts  inside  a  networked  store  or 
warehouse.  Though  still  five  years  from 
widespread  commercial  use,  the  chips  even- 
tually will  replace  bar  codes  for  many  uses. 

Nuti's  plan  was  to  parlay  Symbol's 
dominance  in  bar  codes — its  scanners  are 
used  by  Wal-Mart,  Home  Depot,  Sears  and 
FedEx  and  even  dole  out  traffic  tickets  for 
the  New  York  Police  Department — into  a 
similar  position  in  wireless  networking, 
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which  provides  the  balance  of  revenue  at 
the  company  in  the  form  of  hardware  and 
services  in  a  market  seriously  targeted  by 
Cisco,  IBM  and  Netgear.  The  market  for  Wi- 
Fi  gear,  at  $1.8  billion,  is  roughly  the  same 
size  as  the  scanner  business,  but  is  growing 
31%,  or  four  tiines  as  fast,  ac- 
cording to  DelJ'Oro  Group. 

In  the  fall  of  2002  Symbol  in- 
troduced the  first  system  for  cen- 
trally managing  the  usually 
chaotic,  hacker-vulnerable  Wi-Fi 
networks  by  using  intelligent 
switches  and  cheap,  dumbed- 
down  access  ports.  For  the  first 
time  network  administrators 
could  easily  and  cheaply  manage 
and  allocate  bandwidth,  upgrade 
their  software  and  confer  or  in- 
voke security  rights  on  the  entire 
network  at  once.  The  landinark 
product  pit  Nuti  chin-to-chin 
against  his  old  boss  at  Cisco. 

But  first  he  had  to  do  a 
lot  of  purging  to  restore 
Symbol's  reputation  for 
financial  and  service  integrity.  He 
personally  pink-slipped  15  of  Symbol's  16 
senior  managers,  filling  some  jobs  with 
Cisco  alumni.  Nuti  cribbed  liberally  from 
the  John  Chambers  playbook,  holding 
weekly  senior  management  meetings  and 
monthly  Webcasts  with  400  inside  execu- 
tives and  blitzing  all-hands  e-mail  and 
voice-mail  that  i-einforced  company  goals. 

"Bill's  big  focus  was  operational  excel- 
lence, predictability  and  discipline.  Some 
people  called  it  bureaucracy,"  says  Mark 
Greenquist,  Symbol's  chief  financial  offi- 
cer and  a  former  General  Motors  vice  pres- 
ident. "For  us,  that  wasn't  a  bad  thing." 

Nuti  forced  engineers  to  submit  de- 
tailed budget  proposals  before  green- 
lighting  any  new  hardware  designs.  He  cut 
Symbol's  catalog  from  16,500  products  to 
7,000  and  booted  over  600  suppliers,  bring- 
ing the  number  down  to  217. 

With  Cisco  compatriot  Todd  Abbott, 
Nuti  dismantled  the  entire  reseller  pro- 
gram. Symbol  stopped  selling  spare  parts 
altogether  and  decreed  that  only  the  com- 
pany itself  could  perform  repairs.  By  en- 
forcing certification  and  training,  Symbol 
pared  the  reseller  ranks  from  7,100  to  6,500. 

Cisco  has  37%  of  the  wireless  network- 
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ing  market  to  Symbol's  5.5%,  but  Nuti's 
gung-ho  sales  force  is  winning  plenty  of  new 
business.  At  the  University  of  Tokyo  Hospi- 
tal nurses  are  outfitted  with  Symbol- 
branded  handhelds  on  which  they  instantly 
access  patient  records  from  the  hospital 
server.  They  scan  patients'  bar- 
coded  bracelets  to  ensure  they 
are  doling  out  the  correct  med- 
icines and  dosages  at  the  right 
times.  Symbol  handhelds  man- 
age registration  at  Microsoft 
sales  and  marketing  events,  in- 
stantly printing  out  bar-coded 
name  tags  to  wireless  printers. 
The  half- million  attendees  at  the 
CeBit  technology  trade  show  in 
Hannover,  Germany  last  year  re- 
lied on  Symbol  wireless  switches 

"From  the  very 
minute  I  got 
_  here,  my  goal 
was  extracting 
the  cancer.  We're  a 
new  company." 


to  maiLage  Wi-Fi  hotspots.  "If  we  execute 
correctly,  we  could  rival  Cisco,"  Nuti  says. 
"That's  not  cockiness.  That's  confidence." 

Yet  trouble  continues  to  stick  tike  mud 
to  Nuti's  cuffs.  After  his  2002  hire  he  told 
institutional  investors  and  analysts  he  could 
hit  1 5%  operating  margins  by  2005,  but  he 
now  backs  away  from  that  vow.  With  mar- 
gins at  10%,  he  admits  Symbol  is  luilikely  to 
get  to  15%  by  next  year.  In  September  the 
company  surprised  investors  by  announc- 
ing a  $218  million  jury  award  against  it  in 
a  business  dispute  with  Delaware-based 
Smart  Media  in  an  Ohio  state  court.  Yet 
Symbol  had  never  mentioned  the  case  in 
any  of  its  prior  disclosures.  "It  was  judged 
not  to  be  material,"  a  Symbol  spokesman 
says.  The  company  is  appealing  the  verdict. 

Nuti  touts  a  new,  unsullied  manage- 
ment team,  but  also  on  the  payroll  is  his 
iminediate  predecessor,  former  chief  exec- 
utive Richard  Bravman.  Bravman  resigned 
in  December,  implicated  in  a  2001  trans- 


action that  prematurely  recognized 
$860,000  in  revenue.  Although  the  restated 
10-K  says  his  compensation  should  be  for- 
feited in  the  event  of  his  voluntary  resig- 
nation, Bravman  is  still  collecting  on  his 
$750,000  annual  salary.  He'll  be  working  at 
Symbol  through  July  in  his  new  role  as  a 
senior  adviser  to  Nuti.  He  also  owes  the 
company  $1.5  million  for  outstanding 
loans  tied  to  relocation  expenses  and  the 
purchase  of  new  residences. 

Bravman  declined  to  answer  questions 
about  his  current  role  at  Symbol.  Nuti  says 
the  loans  will  be  repaid  when  Bravman 
"officially"  leaves  in  July.  Quitting  chiefs 
often  stay  on  aiLd  break  in  their  successors, 
says  W.  Michael  Hoffman,  executive  di- 
rector of  the  Center  for  Business  Ethics  at 
Bentley  College  in  Waltham,  Mass.,  "but 
shareholders  should  know  what  kind  of 
relationship  the  resigned  chief  executive 
has  with  the  company." 

Concerns  about  Symbol's  financial  con- 
trols were  raised  again  recently  when  it  fore- 
cast earnings  for  the  fourth  quarter  of  2003, 
only  to  miss  them  just  two  weeks  later.  Sym- 
bol posted  unaudited  revenue  of  $393  mil- 
lion, $7  million  shy  of  its  estimates.  The 
miss  was  minor  and  resulted  from  a  more 
stringent  revenue-recognition  policy,  but  its 
timing  struck  Wall  Street  as  sloppy.  Symbol 
also  lowered  its  2004  earnings-per-share 
forecast  by  30%.  The  stock  dropped  14% 
the  next  day. 

While  Symbol  did  earn  $16  million,  far 
better  than  the  $69  million  loss  it  had  in- 
curred a  year  earlier,  it  disappointed  in- 
vestors because  $6.5  million  of  the  profit 
came  from  the  sale  of  inventory  Symbol 
had  previously  written  off  "This  is  a  point 
of  serious  concern  for  us.  How  much  more 
zero-cost  inventory  does  this  company  have 
out  there?"  says  Rebecca  Jones  Kujawa,  se- 
nior equity  analyst  at  Avalon  Research 
Group  in  Boca  Raton,  Fla.  (Neither  she  nor 
Avalon  is  long  or  short  Symbol  shares.) 

The  company  still  contends  with  in- 
vestigations by  the  SEC  and  U.S.  attorney's 
office,  but  Nuti  feels  that  Symbol's  fate  is 
finally  in  his  control.  His  $1  million  salary 
will  be  tripled  should  he  meet  sales,  cost- 
cutting  and  customer-service  targets.  "I 
didn't  come  to  Symbol  just  to  fix  it,"  he 
says  solemnly.  "The  opportunity  here  is 
inassive."  F 


Insights  |  By  Peter  Huber 


Reflections  on  a  Master 


■  S  TECHNOLOGY  DESTINED  TO  MAKE  US  HELPLESS,  AS  GEORGE 

■  Orwell  predicted  in  1984,  or  to  empower  us?  I  recently  spent 
1  several  hours  with  a  man  who  has  thought  a  lot  about  this 
I  question  and  as  a  banker  fashioned  some  of  the  answer: 

H  Walter  Wriston. 

In  1947  Wriston  was  guarding  two  electromechanical  Sigaba 
encryption  machines  for  the  Army  on  the  Pacific  island  of 
Cebu.  Soon  after  he  accepted  an  entry-level  job  at  First  National 
City  Bank.  He  went  on  to  serve  as  chief  executive  of  what  is  now 
Citigroup  for  17  years,  until  he  retired  in  1984.  Along  the  way — 
years  ahead  of  Gates  and  Google — he  invested  almost  $2  billion 
of  Citicorp's  money  to  wire  it  all  together,  so  that  traders,  and 
then  customers,  could  get  real-time  access  to  their  accounts  and 
cash.  Next  time  you  step  up  to  an  automatic  teller  machine, 
think  of  Wriston.  It  was  Citibank  that  pioneered  this  "thin 
branch"  on  Wriston's  watch. 

Betting  the  bank  on  telecom  technology,  Wriston  dramati- 
cally extended  Citicorp's  reach.  It  emerged  as  the  Coca-Cola  of 
financial  services,  the  largest  foreign  lender  and  the  lender  most 


actively  engaged  in  developing  countries.  Other  banks  were 
forced  to  follow.  And  this  wiring  of  the  world's  financial  mar- 
kets had  a  greater  impact  on  our  daily  lives  than  any  other  pri- 
vate-sector initiative  since  the  invention  of  the  steam  engine. 

As  Wriston  describes  in  his  1992  book,  The  Twilight  of  Sov- 
ereignty, he  watched  and  responded  as  governments  lost  control 
over  two  key  levers  of  state  power,  the  power  to  define  what  is 
true  about  how  ordinary  people  live  under  different  forms  of 
government,  and  the  power  to  define  the  value  of  the  nation's 
currency.  In  the  U.S.  the  gold  standard  gave  way  to  the  infor- 
mation standard  in  1971 — Richard  Nixon  ceded  control  of  the 
value  of  the  dollar  to  Wriston's  network  and  the  millions  of 
traders  scattered  around  the  globe,  who  now  use  it  to  conduct 
the  second-by-second  plebiscites  that  set  the  values  of  curren- 
cies, stocks,  bonds  and  much  else  besides.  For  a  billion  or  so 


card — Wriston's  currency,  one 
could  call  it — now  provides  far 
more  liquidity  than  Alan 
Greenspan's  bills. 

Wriston  won't  take  credit 
for  any  of  this.  As  he  tells  the 
story  of  his  extraordinary  life, 
he  was  a  simple,  plodding  fel- 
low, lucky  enough  to  be  sur- 
rounded by  real  talent.  Behind 
all  the  self-effacing  diffidence, 
however,  stands  a  warm,  en- 
gaging, confident  man  with  terrific  judgment,  a  reliable  sense 
of  the  future  and  the  courage  to  take  big,  calculated  risks.  The 
truly  great  bosses  I've  met  over  the  years  have  all  been  like 
that.  So  was  Ronald  Reagan.  Reagan  knew  how  to  do  enter- 
tainment, too,  but  most  of  the  Wriston-style  leaders  are  too 
boring  for  prime  time.  The  nightly  news  thus  focuses,  in- 
stead, on  flamboyant  but  inconsequential  personalities  and 
the  corporate  investments  that  fail. 

Wriston  has  no  Panglossian  illusions  about  technology.  We 
don't  yet  know  whether  or  not  wired  networks  have  made 
global  financial  networks  more  stable.  Minute-to-minute 
volatility  is  certainly  higher  than  it  used  to  be,  he  says,  but  the 
system  may  simultaneously  impose  essential  discipline,  and 
thus  stability,  on  central  bankers  and  political  autocrats.  Wris- 
ton recognizes  that  stateless  cash  makes  possible  stateless  jobs, 
and  that  the  decline  of  sovereign  power  has  facilitated  the  rise  of 
stateless  armies — terrorists.  He  understands  technology  for 
what  it  is — not  necessarily  a  powerful  force  for  good,  but  cer- 
tainly a  powerful  force,  which  good  people  can  direct  to  good 
ends  if  they  choose.  Wired  money — the  ATM — is  convenient, 
and  saves  us  time.  Wired  weapons  help  us  pursue  our  enemies 
into  the  caves  and  spider  holes  in  which  they  hide. 

While  Wriston  was  guarding  encryption  machines  on  the 
island  of  Cebu,  Orwell  was  writing  his  novel  on  the  island  of 
Jura,  off  the  coast  of  Scotland.  Big  Brother,  as  Orwell  envisioned 
him,  would  only  be  the  face  on  the  "telescreen" — the  real  power 
would  be  exercised  behind  the  phosphor  by  a  cabal  of  faceless 
government  bureaucrats  and  corporate  executives  who  would 
control  everything.  Orwell  died  a  few  years  later;  Wriston,  one 
might  say,  joined  the  cabal.  He  rose  through  the  ranks,  reached 
the  top,  built  the  machine  and  ran  it  for  a  long  stretch.  In  the 
future  Orwell  imagined,  the  hapless,  tragic  Winston  Smith  ends 
up  defeated  by  the  machine.  In  the  future  that  Walter  Wriston 
created,  we  carry  the  machine  in  our  cell  phones,  shop  with  it  at 
Wal-Mart  and  browse  it  in  our  dens.  F 
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JJiB  Kichest  BasebalLIeams 


JEFF  LORIA  has  outmaneuvered  foes  in  two  countries  and  on 
the  baseball  diamond.  Now  he's  trying  to  pull  off  a  clean  sweep. 

BY  NATHAN  VARDI 


HEN  FLORIDA  MARLINS  OWNER  JEFFREY  LORIA  ARRIVED  AT  THE  TEAM'S  SPRING  TRAINING 
ballpark,  the  fans  treated  him  like  a  conquering  hero.  They  clamored  for  his  autograph  and 
a  look  at  his  120-gram  championship  ring  (240  diamonds,  one  with  a  rare  teal  hue,  and 
1 2  rubies)  and  to  thank  him  for  not  dismantling  their  World  Series  champs  as  billionaire 
Wayne  Huizenga  did  a  few  years  ago. 


Baseball  has  never  seen  an  owner  quite  like  Loria.  The  63-year-old  art  dealer  has  shrewdly  turned  a  relatively 
small  investment  into  a  potential  windfall — and  made  more  enemies  than  George  Steinbrenner.  Even  now 
Loria  is  fighting  his  former  partners  (who  are  suing  him),  grabbing  for  controversial  tax  breaks  and  maneu- 
vering to  get  all  sorts  of  help  from  Major  League  Baseball.  But  he  is  always  steps  ahead  of  the  competition  both 
off  the  field  and  on  it.  "The  so-called  experts  still  don't  think  we  can  win,"  says  Loria,  watching  his  team  play 
the  St.  Louis  Cardinals  from  behind  home  plate.  "It's  fine  for  them  to  dismiss  us  again." 

Baseball  and  dealmaking  are  in  Loria's  blood.  His  attorney  father  twice  pitched  to  Lou  Gehrig  while  in  high 
school  and  regularly  took  young  Loria  four  subway  stops  from  home  to  Yankee  Stadium.  Loria  won  a  city 
championship  in  high  school,  playing  second  base.  He  majored  in  art  history  at  Yale  and  later  hooked  up  with 
actor  Vincent  Price,  hired  by  Sears,  Roebuck  to  hawk  art  to  the  masses.  In  the  1960s  Loria  was  Sears'  youngest 
buyer.  While  the  venture  fizzled,  he  turned  the  experience  into  Jeffrey  H.  Loria  &  Co.,  buying  and  selling  works 
by  the  likes  of  Leger  and  Picasso  for  an  Upper  East  Side  Manhattan  clientele. 

By  the  late  1980s  Loria  had  turned  his  attention  to  baseball.  He  bought  the  Oklahoma  City  89ers,  the  AAA 
club  of  the  Texas  Rangers,  for  $3.8  million  in  1989,  won  a  championship  and  sold  the  team  for  $8  million  in 
1993.  In  the  1990s  he  tried  unsuccessfully  to  buy  major  league  clubs,  first  in  Montreal,  then  in  Baltimore,  where 
he  lost  a  bankruptcy  auction  for  the  Orioles  to  trial  lawyer  Peter  Angelos. 

His  break  came  in  1999.  The  partnership  that  owned  the  moneylosing  Montreal  Expos  was  without  a  man- 
aging partner,  and  the  1 1  Canadian  limited  partners,  including  telecommunications  giant  BCE  and  the  invest- 
ment bank  BMO  Nesbitt  Burns,  were  looking  for  outside  investors.  They  turned  to  Loria,  who  wangled  a  24% 
stake  for  $12  million  and  became  managing  partner.  Stephen  Bronfman,  a  member  of  one  of  Canada's  richest 
families,  and  Canadian  billionaire  Jean  Coutu  hopped  on  board,  too. 

Loria  says  he  nearly  doubled  payroll  to  $31  million,  which  led  to  increasing  losses.  He  then  initiated  capital 
calls  on  the  other  owners  in  2000  and  2001  to  fund  rising  operating  expenses.  When  they  chose  not  to  meet 
those  calls,  Loria  funded  them  himself  with  about  $18  million.  That  triggered  a  clause  in  the  partnership  agree- 
ment that  allowed  him  to  dilute  the  interests  of  other  owners  down  to  6%.  Loria  thus  gained  94%  of  the  Expos 
for  roughly  $30  million.  He  would  soon  sell  the  team  for  four  times  that  amount. 

And  enrage  his  limited  partners.  They  refused  to  meet  the  capital  calls,  they  allege  in  a  federal  suit,  because 
Loria  "misrepresented  important  facts  in  an  effort  to  destroy  Major  League  Baseball  in  Montreal."  They  cite  his 


FORBES-  April  26,  2004  67 


BREAKING  BUSINESS  NEWS 
VIEWERS  TURN  TO  FOX 
NOT  CNBC 


FOX  NEWS  CHANNEL  HAS 
THE  TOP  5  BUSINESS 
ROGRAft/lS  ON  CABLE  NEWS 


of  cable 


Your  World  w/Neil  Cavuto 


•  Bulls  &  Bears 

AVUTt 

-  •  -  "*n  BUSINESS'- 

•  Cavuto  on  Business 


Forbes  on  FOX 

C\sHIN' 

^  In 
•  Cashin'  in 


—DailyNews 


WEW 

ftann 


©2004  FOX  News  Network,  LLC.  All  rights  reserved. 


1  IIC JU 


II  ICdlllS 


decisions  to  pull  the  Expos  off  local  radio 
and  TV  (lousy  deals,  says  Loria)  and  to  stop 
free  tickets  to  sponsors.  They  also  claim  he 
torpedoed  plans  for  a  new  stadium  for 
which  they'd  secured  real  estate,  $5  million 
a  year  from  the  Quebec  government  to 
cover  interest  on  a  planned  $67  million 
bond  and  $8  million  in  annual  tax  relief. 
Irrelevant,  says  Loria's  lawyer,  since  there's 
nothing  about  the  stadium  in  the  contract. 

The  federal  suit  additionally  claims 
that  Loria  conspired  with  Baseball  Com- 
missioner Allan  (Bud)  Selig,  who  is  also  a 
defendant,  to  take  control  of  the  team  and 
move  it  to  another  city.  After  Selig  decided 
to  eliminate  the  Expos  and  the  Minnesota 
Twins  in  2001  in  order  to  apply  pressure 


on  players  in  labor  negotiations,  the  com- 
missioner agreed  to  provide  another  team 
to  Loria,  who  had  threatened  to  sue  Major 
League  Baseball  if  he  lost  his  team.  No  evi- 
dence of  a  conspiracy,  says  Loria's  lawyer. 

In  any  event,  the  Canadian  partners 
will  have  a  tough  time  winning  the  case. 
Loria  appears  to  have  operated  within  the 
boundaries'of  his  contract  with  them. 
Indeed,  he  has  already  convinced  a  federal 
judge  in  Miami  to  stall  the  suit  and  have 
an  arbitration  panel  in  New  York  hear  the 
case  this  May,  per  a  stipulation  in  the  part- 
nership agreement.  The  contract  also  per- 
mitted Loria  to  increase  player  salaries  and 
contained  provisions  for  the  Expos  to  be 
sold  or  relocated.  Loria  says  the  Canadian 


partners  were  simply  unwilling  to  invest  in 
the  Expos. 

Loria  ended  up  in  south  Florida 
thanks  to  Selig  and  John  Henry,  a  hedge 
fund  manager.  At  the  same  time  the  situ- 
ation in  Montreal  was  deteriorating,  the 
Boston  Red  Sox  were  put  up  for  sale. 
Henry  was  interested,  but  he  already 
owned  the  Marlins  (no  owner  is  allowed 
to  control  more  than  one  team),  so  Selig 
arranged  for  Loria  to  swap  the  Expos  for 
the  Marlins.  The  deal  called  for  baseball's 
other  owners  to  buy  the  Expos  for  $120 
million  from  Loria,  who  agreed  to  pay 
$158  million  for  the  Marlins.  The  balance 
would  come  from  a  $38  million  interest- 
free  loan  made  to  Loria  by  baseball's 


Double  Play  Baseball's  new  revenue-sharing  and  tax  systems  have  hurt  the  richest  teams  and  helped  the  poorest. 
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n  7 
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CHICAGO  CUBS/Trlbune  Company  ('81) 

358 

7 

13 

11 

156 

8.3 

9 

HOUSTON  ASTROS/Robert  McLane  Jr  ('92) 

320 

-2 



10 

17 

128 

-1.9 

10 

ST  LOUIS  CARDINALS/William  DeWitt  Jr  ('95) 

314 

2 

9 

43 

131 

-11.1 

11 

TEXAS  RANGERS/Thomas  Hicks  ('98) 

306 

-8 

3 

47 

127 

-28.5 

12 

BALTIMORE  ORIOLES/Peter  Angelos  ('93) 

296 

-5 

5 

51 

129 

9.1 

13 

CLEVELAND  INDIANS/Lawrence  Dolan  ('00) 

292 

-12 

-2 

37 

127 

10.4 

14 

COLORADO  ROCKIES/Jerry  McMorris  and  Charlie  Monfort  ('92) 

285 

-6 

10 

35 

124 

-6.3 

15 

PHILADELPHIA  PHILLIES/Bill  Giles  and  David  Montgomery  ('81) 

281 

18 

10 

64 

115 

-12.5 

16 

ARIZONA  DIAMONDBACKS/four-man  partnership  ('04) 

276 

3 

NA 

109 

126 

-15.2 

17 

SAN  DIEGO  PADRES/John  Moores  ('95) 

265 

17 

12 

59 

106 

4.9 

18 

CHICAGO  WHITE  SOX/Jerry  Reinsdorf  (  81) 

248 

6 

12 

12 

124 

12.8 

19 

CINCINNATI  REDS/Carl  Lindner  ('99) 

245 

10 

6 

27 

123 

11.7 

20 

ANAHEIM  ANGELS/Arturo  Moreno  ('03) 

241 

7 

NA 

0 

127 

-5.5 

21 

DETROIT  TIGERS/Michael  Hitch  ('92) 

235 

-1 

9 

85 

117 

0.3 

22 

PITTSBURGH  PIRATES/Kevin  McClatchy  ('96) 

217 

-3 

11 

41 

109 

-0.3 

23 

\  OAKLAND  ATHLETICS/Steve  Schott  and  Ken  Hofmann  ('95) 

186 

8 

9 

32 

110 

11.2 

24 

MILWAUKEE  BREWERS/Allan  Selig  Trust  (  70) 

174 

-16 

9 

63 

102 

5.1 

25 

FLORIDA  MARLINS/Jeffrey  Loria  (  02) 

172 

27 

NA 

41 

101 

-11.6 

26 

KANSAS  CITY  ROYALS/David  Glass  (  00) 

171 

12 

15 

18 

98 

6.6 

27 

TORONTO  BLUE  JAYS/Rogers  Communications  ('00) 

169 

2 

5  ' 

0 

99 

0.0 

28 

MINNESOTA  TWINS/Carl  Pohlad  (  84) 

168 

14 

7 

54 

99 

-7.1 

29 

TAMPA  BAY  DEVIL  RAYS/Vincent  Naimoli  (  95) 

152 

4 

2 

72 

101 

7.5 

30 

MONTREAL  EXPOS/Major  League  Baseball  ('02) 

145 

29 

NA 

83 

81 

-8.3 

MLB  average 

295 

3 

9 

44 

129 

-1.9 

Revenues  and  operating  income  are  for  2003  season  and  include  revenue  sharing.  'Value  of  team  based  on  current  stadium  deal  (unless  new  stadium  is  pending),  without  de- 
duction for  debt  (other  than  stadium  debt).  2Current  team  value  compared  with  most  recent  transaction,  includes  stadium  debt.  4Earnings  before  interest,  taxes,  depreciation 
and  amortization.  NA:  Not  applicable.  Table  compiled  by  Kurt  Badenhausen,  Cecily  Fluke.  Lesley  Kump  and  Michael  Ozanian.  For  more  statistics,  visit  www.forbes.com/extra. 
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Home  Run  Baseball  team  values 

have  appreciated  50%  more  than  stocks 
during  the  past  six  years. 
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Sources:  Forbes:  FT  Interactive  Data  via  FactSet  Research  Systems. 


owners — a  debt  that  will  be  reduced  by 
$15  million  or  so  if  Loria  can't  get  a  new 
stadium. 

Clever  move,  since  it  pushes  other 
owners  to  side  with  Loria,  whose  support 
he  would  need  to  move  the  Marlins,  if  he 
can't  get  a  new  ballpark  in  south  Florida. 
No  wonder,  then,  that  St.  Louis  Cardinals 
principal  owner  William  DeWitt  Jr. 
greeted  Loria  at  a  recent  spring  training 
game  with  the  question,  "How  are  things 
going  with  the  stadium?" 

The  2002  swap  still  nearly  collapsed 
because  the  $700  million  Henry  and  his 
partners  bid  for  the  Red  Sox  and  80%  of 
its  cable  network  was  less  than  packages 
put  together  by  cable  billionaire  Charles 
Dolan  and  New  York  lawyer  Miles  Pren- 
tice. The  Massachusetts  attorney  general, 
concerned  that  "Major  League  Baseball 
was  calling  the  shots,"  only  dropped  his 
intervention  after  Henry  arranged  for  the 
charily  that  owned  most  of  the  team  to  get 
an  extra  $30  million. 

Loria  still  remembers  being  pilloried 
after  the  Marlins  ran  out  of  hot  dogs  on 
pening  day  in  2002,  six  weeks  after  he 
ook  control  of  the  team.  But  he  soon 
started  to  make  decisions  that  would  lead 
to  a  World  Series  victory.  While  some  low- 
revenue  teams,  like  the  Kansas  City  Royals, 
pocket  the  money  they  get  from  the 
league's  revenue-sharing  system,  Loria 
used  the  $20  million  or  so  a  year  he  got 
from  rich  teams  like  the  Yankees  to  hike 
the  Marlins'  payroll  by  49%  in  his  first  two 
seasons  to  $52  million.  He  used  the  money 
to  sign  stars  like  catcher  Ivan  Rodriguez.  "I 


didn't  sit  on  my  wallet,"  says  Loria. 

Amid  much  criticism  he  hired  72- 
year-old  Jack  McKeon  as  manager,  even 
though  McKeon  had  trouble  at  first 
remembering  Loria's  first  name  was  not 
Jerry.  Loria  rightly  thought  McKeon, 
who'd  been  out  of  baseball  for  two  years, 
could  turn  around  the  then-slumping 
Marlins  as  he  once  did  with  teams  in 
Cincinnati  and  San  Diego.  Loria  also  took 
a  gamble  by  not  unloading  salary  by  trad- 
ing away  expensive  players  before  the  2003 
trading  deadline  in  July,  despite  the  Mar- 
lins' unsure  playoff  chances. 

Loria  watched  his  Marlins  win  the 
World  Series  from  his  season  ticket  box 
seats  at  Yankee  Stadium  last  fall.  After 
game  six  he  rounded  the  bases  and,  think- 
ing of  his  late  father,  broke  into  tears  cross- 
ing home  plate.  "To  the  extent  that  the 
Canadians  thought  I  did  not  know  how  to 
run  a  baseball  team,"  Loria  says,  "I  guess 
the  record  speaks  for  itself."  But  will  the 
victory  help  him  in  arbitration  with  his 
unhappy  partners?  Loria  has  offered  them 
championship  rings — they  do  own  a  sliver 
of  the  Marlins,  after  all.  Twelve  of  14  have 
accepted. 

The  World  Series  success,  Loria  says, 
also  netted  an  extra  $6  million.  The  vic- 
tory certainly  helped  bump  up  the  value  of 
the  Marlins  this  year  by  27%,  according  to 
our  calculations,  to  $172  million.  Even 
accounting  for  the  $37  million  Loria  says 
he  has  put  into  the  team  for  working  cap- 
ital, he  is  still  about  $100  million  ahead  of 
where  he  started  in  baseball  (not  counting 
any  exposure  from  the  lawsuits).  Presum- 
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ably,  he  can  also  put  the  team's  current 
losses  to  good  use,  offsetting  income  from 
his  art  business. 

But  for  the  series  victory  to  really  pay 
off,  Loria  and  the  Marlins  need  a  new  sta- 
dium. His  plan  is  to  build  a  $325  million 
ballpark  somewhere  in  south  Florida,  with 
air  conditioning  and  a  retractable  roof. 
This  is  supposed  to  happen  by  opening 
day  in  2007.  The  new  venue  would  give  a 
boost  to  attendance,  which,  despite  a  60% 
gain  last  year  to  1.3  million,  remains  third 
worst  in  the  business.  The  team  currently 
plays  in  Pro  Player  Stadium,  a  football 
field  owned  by  Huizenga  that  has  fans  sit- 
ting far  away  from  the  action  on  the  field 
and  suffering  humidity  and  rain  delays  in 
the  summer.  A  new  park  would  also  get 
the  Marlins  out  of  one  of  the  most  oner- 
ous leases  in  baseball.  The  team  pays  about 
$2  million  a  year  in  rent  and  other  ball- 
park expenses  but  gets  none  of  the  rev- 
enue from  luxury  suites  and  only  37%  of 
the  parking  take. 

Will  the  state  build  it?  Loria  is  commit- 
ting $137  million  from  sources  he  declines 
to  specify  and  has  set  a  May  1  deadline  to 
line  up  public  financing  for  the  rest.  So  far 
he  has  convinced  Miami-Dade  county  to 
put  up  $73  million,  leaving  a  $115  million 
gap.  Florida  Governor  leb  Bush  is  on  board 
for  a  $60  million  state  sales  tax  rebate  over 
30  years  for  the  Marlins,  but  the  state  senate 
is  cool  to  the  idea. 

There  is  some  urgency.  Despite  its 
championship  the  Marlins  had  $12  mil- 
lion in  operating  losses  last  season.  "It's 
not  okay  when  you  write  checks  each  year 
for  $15  million — it's  painful,"  Loria  says. 
"I  am  not  willing  to  continue  to  lose 
money  forever." 

But  certain  things  are  sacrosanct.  Loria 
hasn't  raised  season  ticket  prices  this  year, 
becoming  the  first  owner  in  years  not  to  ex- 
ploit fans  after  his  team  has  won  it  all.  And 
he's  holding  on  to  many  of  the  team's  best 
players — with  a  catch.  Local  hero  Mike  Low- 
ell, a  third  baseman,  agreed  to  a  four-year 
$32  million  contract  that  could  be  reduced 
to  two  years  and  $14  million  if  no  stadium 
deal  is  reached  by  November.  "They  are 
using  my  face  to  help  get  a  stadium,  and  I 
think  that's  legitimate,"  says  Lowell. 

Taxpayers  won't  chip  in  for  the 
stadium?  Loria  might  take  his  ball  and  go 
elsewhere.  F 
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CARLOS  GHOSN  saved  Japan's  Nissan.  Can  he  work  his 
magic  in  Europe,  too?  |  by  robyn  meredith 


CARLOS  GHOSN  IS  THE  GUY  WHO 
saved  Japanese  carmaker  Nissan  and 
became  a  corporate  hero  in  Japan, 
even  a  revered  subject  of  comic  books. 
Through  cutting  costs,  livelier  design  and 
a  crackdown  on  price-gouging  suppliers, 
he  increased  Nissan's  car  sales  by  a  half- 
million  a  year  and  turned  its  flood  of  red 
ink  into  a  best-in-the-business  operating 


margin  (earnings  before  interest  and 
taxes)  of  11.3%. 

His  reward?  He's  going  back  whence 
he  came,  to  Renault,  to  try  to  work  his 
magic  at  the  French  auto  manufacturer. 
Next  April  he  will  become  chief  executive 
of  both  Nissan  and  Renault,  which  con- 
trols Nissan  with  a  $6.4  billion  invest- 
ment (for  a  44%  stake)  that  started  in 


1999.  And  to  make  his  commute 
even  more  interesting,  he  was 
recently  given  line  responsibility 
for  Nissan's  fast-growing  North 
American  operations.  This  globe-trotting 
job  befits  a  fellow  who  is  of  Lebanese 
descent,  was  born  in  Brazil  and  was  raised 
as  a  French  citizen. 

Renault  is  not  the  basket  case  that 
Nissan  was.  It's  making  money  after  years 
of  sluggishness.  Yet  Ghosn  (rhymes  with 
cone)  will  have  his  hands  full.  Most  of 
Renault's  sales  are  in  Europe,  the  world's 
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Turning  the  keys 
over  to  Ghosn: 
Renault  Chief 
Louis  Schweitzer. 


most  lethargic  car  market. 
France's  unions  are  un- 
likely to  be  as  flexible  as 
Nissan's  Japanese  workers 
were  when  they  faced  the 
alternative  of  cooperating 
with  Ghosn  or  watching 
their  company  go  under. 

But  Ghosn  will  have 
one  big  advantage:  He'll 
be  overseeing  a  once- 
plodding  alliance  that  is 
poised  to  show  some  real 
results  of  synergy.  "Ours 
is  working  better  than 
anything  else  in  the  auto 
industry,"  says  Ghosn, 
not  damaging  his  reputa- 
tion for  extreme  self- 
confidence. 

Nissan  and  Renault 
sold  5.4  million  cars  and 
trucks  last  year,  up  4.2% 
from  2002,  ranking  the 
combined  companies  as 
the  world's  fifth-biggest 
carmaker.  With  Renault  strong  in  Europe, 
and  Nissan  strong  in  Japan  and  the  U.S., 
their  combined  global  market  share  was 
9.3%— 4.1%  for  Renault,  5.2%  for  Nis- 
san. Their  combined  sales  in  2003  were 
$112  billion,  with  an  operating  margin  of 
$10  billion. 

With  Ghosn  in  charge,  the  two  com- 
panies will  coordinate  strategy  and  prod- 
uct development.  The  most  noticeable 
sign  of  cooperation  will  be  the  extensive 
sharing  of  chassis,  engines  and  parts  on 
Renaults  and  Nissans.  Later  this  year 
Renault  will  introduce  a  compact  mini- 
van  that  will  be  produced  in  cooperation 
with  Nissan  in  Spain.  Next  year  Nissan  is 
bringing  a  redesigned  Sentra  to  market  in 
the  U.S.  The  car  will  be  built  on  the  same 
underpinnings  as  Renault's  Megane  II, 
and  those  same  basic  building  blocks  will 
within  a  few  years  be  shared  by  all  of  Nis- 
san's and  Renault's  compact  cars — nearly 
2  million  a  year. 

By  2010,  says  Louis  Schweitzer,  Re- 
nault's current  chief  executive,  Nissan  and 
Renault  will  have  developed  ten  shared 
platforms,  eight  families  of  common  en- 
gines and  seven  shared  transmissions — all 
to  be  used  in  almost  all  of  the  dozens  of 


In  coming  years  Nissan  and 
Renault  vehicles  will  extensively 
share  chassis,  engines  and  parts. 


different-looking  cars  and  trucks  the  two 
companies  build  around  the  world. 
(Schweitzer  is  scheduled  to  become 
nonexecutive  chairman  next  spring.) 

That  joint  product  development,  plus 
common  manufacturing  processes  in  fac- 
tories across  the  world,  should  tally  up  to 
a  cumulative  cost  savings  of  $5.4  billion 
by  2010,  estimates  Deutsche  Bank.  Some 
analysts  say  those  potential  savings  are 
one  reason  the  stocks  of  both  companies 
should  be  trading  higher.  Up  to  two- 
thirds  of  the  savings  could  be  passed  on 
to  consumers  in  lower  car  prices  or  better 
features. 

In  addition  Nissan  and  Renault  have 
set  a  goal  of  buying  70%  of  their  annual 
$50  billion  in  parts  and  services  jointly 
by  the  end  of  this  year.  Between  1999  and 
2002  the  two  companies  saved  a  cumula- 
tive $1.9  billion  by  increasing  the 
amount  of  joint  purchasing  to  40%. 
"When  you  are  talking  to  a  supplier 
about  500,000  parts,  it  is  not  as  big  a  deal 
as  3  million  parts,"  says  Emil  Hassan,  a 
Nissan  senior  vice  president  in  charge  of 
purchasing. 

The  two  companies  have  also  been 
swapping  internal  secrets  on  everything 


from  forecasting  industry 
sales  volumes  to  lowering 
warranty  costs  and  design- 
ing engines.  Patrick  Pelata, 
Nissan  executive  vice  pres- 
ident for  planning  and 
design,  says  the  companies 
benchmark  each  other  on 
various  processes,  and 
the  lagging  company  is 
required  either  to  adopt 
the  sister  company's  way 
of  operating  or  to  improve 
its  own. 

In  late  April  Ghosn  is 
scheduled  to  outline  his 
latest  goals  for  Nissan,  to 
succeed  his  last  three-year 
plan,  known  as  Nissan  180. 
He's  expected  to  continue 
an  emphasis  on  profitabil- 
ity even  if  it  impairs  sales 
volume.  Indeed,  that's  one 
target  Ghosn  might  miss: 
He  promised  to  stretch 
Nissan's  car  and  truck  sales 
by  a  million  units — to  3.6  million  a 
year — before  October  2005.  Sales  are  lag- 
ging that  goal,  particularly  in  stagnant 
Japan. 

"They  could  be  a  lot  closer  to  the  vol- 
ume target  if  they  let  up  on  profitability," 
says  Kurt  Sanger,  a  Tokyo-based  auto  ana- 
lyst for  ING  Financial  Markets. 

Analysts  expect  that  within  weeks  of 
his  arrival  in  Paris  next  April,  Ghosn  will 
propose  a  plan  to  improve  results  at 
Renault.  The  company  had  struggled  in 
recent  years  because  of  its  relatively 
small  lineup  of  aging  models  and  its 
problems  digesting  acquisitions  of 
Korea's  Samsung  Motors  and  Romania's 
Dacia,  both  troubled  companies.  By  the 
end  of  last  year  Renault  had  a  fresh 
lineup,  its  foreign  operations  were  at 
break-even,  and  it  was  steadily  paying 
down  debt.  Renault's  operating  margin 
reached  3.7%  last  year  and  is  on  track  to 
hit  4.5%  this  year. 

Renault  "is  capable  of  a  lot  of  auda- 
cious moves  and  passion,"  says  Ghosn. 
Might  one  move  be  a  return  of  the  Re- 
nault brand  to  U.S.  shores  after  16  years? 
Maybe,  says  Schweitzer,  but  not  until  2010 
at  the  earliest.  F 
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e  WOrk  aS  hard  aS  We  Plciy.  Ask  most  people  what  they 
Link  of  when  they  hear  "Las  Veaas"  and  they'll  mention  bricrht  licrhts.  nonstoo 


Kcitement,  great  food,  gaming,  shopping  and  world-class  entertainment. 
But  that's  only  half  the  story.  What  the  average  meeting  attendee,  convention 
;  oer  and  tourist  may  not  realize,  but  meeting  planners  see 
Ipthand,  is  that  Las  Vegas  is  a  town  that  takes  business  seri- 
[Lsly.  It  caters  to  the  business  traveler  as  much  as  the  tourist. 


We  work  as  hard  as  we  play. 


* 


ADVERTISEMENT  2 


When  it  comes  to  a  meeting  destination,  you  can't  do 
better  than  Las  Vegas!  The  town  boasts  20  of  the  23 
largest  hotels  in  the  world  and  has  more,  than  130,000 
rooms.  Most  of  the  hotels  here  are  more  affordable  than 
those  in  other  major  cities,  offering  the  services  of  a  five- 
star  hotel  without  the  associated  price  tag.  And  that's  not 
all.  Las  Vegas  has  the  best  selection  of  convention  centers 
found  anywhere,  including  an  astounding  9  million  square 
feet  of  convention  and  meeting  space.  This  includes  the 
newly  expanded  and  renovated  3.2-million-total-square- 
foot  Las  Vegas  Convention  Center,  which  sits  among  an 
easily  accessible  100,000  rooms.  In  fact,  some  Las  Vegas 
hotels  have  convention  facilities  larger  and  more  elabo- 
rate than  most  public  convention  centers  elsewhere. 


Why  Las  Vegas? 

That  is  the  question  meeting  planners  often  pose. 
The  answer  is  simple:  Las  Vegas  continues  to  be  one 
of  the  most  sought-after  meeting  destinations  in  the 
world,  and  for  good  reason. 

Jim  Lauster 

Vice  President  of  Convention  Sales 

The  Las  Vegas  mega-resort  is  unlike  any  hotel  in  the  world.  We  recognize  this, 
and  provide  additional  staff  and  a  high  level  of  service  to  make  the  whole 
meeting  experience  a  positive  one  for  your  attendees  —  whetherthere  are  10 
of  you  or  2,500! 

One  of  the  ways  we  anticipate  your  needs  is  by  dedicating  certain  areas  of 
the  hotel.  For  example,  we  have  a  hotel  lobby  and  conference  center  on  their 
own  levels,  just  footsteps  from  the  main  elevator  banks.  All  of  our  2,567  rooms 
and  suites  are  within  seven  doors  of  an  elevator.  Inside  our  rooms,  we  feature 
cordless  phones,  two  phone  lines,  high-speed  Internet  access  and  Web- 
surfing  capabilities. 

Our  Aladdin  Theatre  seats  7,000  individuals  and  is  considered  one  of  the 
best  performance  venues  west  of  the  Mississippi  River  —  not  only  for  enter- 
tainment, but  as  a  venue  for  corporate  meetings  or  product  launches. 

In  the  later  part  of  2004  we  will  change  ownership  and  begin  the  transition 
to  OpBiz  Ltd.'s  Planet  Hollywood  Hotel  and  Casino.  The  sale  and  licensing 
process  are  in  the  final  stages.  We  will  join  the  Starwood  family  as  a  Sheraton 
brand.  Though  the  resort  is  only  four  years  old,  the  "Planetization"  of  the 
Aladdin  over  the  next  few  years  will  be  an  exciting  time.  This  is  a  unique  resort 
and  a  great  location  that  keeps  getting  better  as  we  move  forward. 

Aladdin  Resort  &  Casino 
Jim  Lauster 

Vice  President  of  Convention  Sales 
1  (877)  485-2020 
jlauster@aladdincasino.com 
www.aladdincasino.com 


Plus,  it's  easy  to  get  here. 

Las  Vegas  is  more  like  a  motion  picture  than  a  statii 
painting  —  constantly  sporting  new  colors,  new  excite 
ment,  new,  scenes,  new  facilities,  new  entertainmen 
venues,  new  restaurants  and  retailers  —  new  almos 
everything!  If  you've  been  here  before,  you  may  thin] 
you've  seen  Las  Vegas,  but  you  haven't,  because  so  mucl 
has  been  added  and  updated  since  your  last  trip.  No  twr, 
Las  Vegas  visits  are  ever  the  same. 

This  is  the  charm  of  Las  Vegas:  Meeting  attendees  roD 
up  their  sleeves  and  work  hard  during  the  day  But  when 
evening  rolls  around  and  the  excitement  beckons 
they  can  kick  back,  let  down  their  hair  and  enjoy  the  sped 
tacular  fun  that  only  Las  Vegas  can  offer! 


Fabulous  hotels  are  set  up  to  handle  corporate  meetings 
every  step  of  the  way  —  from  the  "Meet  and  Greet"  at  thd 
airport  to  the  departure  of  the  last  attendee. 

Las  Vegas  also  features  three  of  the  top  convention  centers  in 
the  country.  The  Las  Vegas  Convention  Center's  3.2  million 
square  feet  of  total  space  make  it  one  of  the  largest  exposition 
facilities  in  the  world. The  Sands  Expo  Convention  Center  has 
1.2  million  square  feet  of  meeting/exhibit  space.  It  is  conve* 
niently  connected  to  The  Venetian  Resort,  Hotel  and  Casino; 
which  houses  over  550,000  square  feet  of  meeting/exhibit 
space.  Las  Vegas'  newest  convention  facility  at  the  Mandalay 
Bay  Resort  &  Casino  boasts  1.5  million  square  feet  of  lavishly 
decorated  meeting/exhibit  space.  Mandalay  Bay's  addition 
brings  the  total  square  footage  for  citywide  function  space  ta 
more  than  9  million  square  feet,  enabling  the  destination  ta 
handle  even  more  meetings,  trade  shows  and  conventions 
than  ever  before. 

When  planning  for  a  corporate  meeting  or  convention,  cost-l 
effectiveness  and  convenience  are  two  imperative  factors.  Most 
Las  Vegas  meeting  facilities  and  properties  are  just  minutest 
away  from  McCarran  International  Airport,  which  averagesi 
more  than  966  scheduled  daily  flights.That  alone  eliminates  the 
minutia  of  booking  expensive  transportation  and  allows  atten- 
dees to  have  more  time  to  unwind  at  the  end  of  the  day. 

And  when  the  workday  is  finished,  Las  Vegas'  entertainment! 
options  are  endless. The  city  has  evolved  from  a  gaming  meccai 
to  a  full-service  destination.  Dining  is  also  an  integral  compo- 
nent of  our  landscape,  featuring  an  impressive  roster  of  world- 
renowned  chefs  and  restaurants. 

When  searching  for  a  destination  that  will  not  only  accom- 
plish your  corporate  meeting  goals  but  also  create  an  experi- 
ence that  will  not  soon  be  forgotten  ...  Las  Vegas,  more  tham 
ever,  is  still  the  answer. 


Meeting,  Convention  &  Incentive  Planners 
Picture  perfect  spaces  and  places  for  you. 


Over  75,000  square  feet  of  meeting  and  event  space 

7,000  seat  Aladdin  Theatre  for  meetings  and  product  reveals 

2,567  guest  rooms  and  suites  with  web-surfing  computers 

Dedicated  floors  for  hotel  lobby  and  Convention  Center 

A  collection  of  over  20  dining  destinations 

The  opulent  and  exotic  Elemis  Spa 

The  Shops  in  Desert  Passage  with.  140  incredible  stores  . 
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Transportation 

Arriving  in  Las  Vegas 

Getting  to  Las  Vegas  has  never  been  sim- 
pler. This  destination  is  easily  accessible  from 
just  about  anywhere  in  the  country  with 
Las  Vegas'  McCarran  International  Airport 
handling  more  than  966  flights  daily  from 
dozens  of  U.S.  cities  and  abroad.  And  now 
it's  even  easier  with  the  recently  announced 
air  service  to  Las  Vegas  offered  by  Philippine 
Airlines  (via  Vancouver),  Delta,  America  West 
and  United  Airline's  new  Ted.  McCarran,  the 
seventh-busiest  airport  in  the  country  and 
the  12th  busiest  in  the  world,  moved  more 
than  2  million  conventioneers  in  2003. 

McCarran  is  surprisingly  convenient  to 
Las  Vegas'  hotels  and  attractions.  Fares  from 
McCarran  to  hotels  along  the  Strip  range 
from  $8.50  to  $16;  trips  Downtown,  $17 
to  $20.  It  is  just  1  mile  from  the  Strip,  3.5 
miles  from  the  Las  Vegas  Convention  Center 
and  5  miles  from  downtown.  Probably  no 
city  in  the  world  offers  a  major  airport  so 
close  to  where  you  want  to  go. 

When  it's  time  to  leave  Las  Vegas, 
McCarran  International  Airport  has  imple- 
mented the  state-of-the-art  "Speed  Check." 


Gail  Fitzgerald 

Vice  President  of  Hotel  Sales  and  Marketing 

Our  beautiful  and  flexible  170,000  square  feet  of  meeting  space  provides  every  necessity  and 
luxury  for  business.  The  Mirage  Events  Center,  90,000  square  feet  of  pillarless  space,  offers 
advanced  technical  capabilities  and  the  ability  to  accommodate  large  groups. 

The  on-site  Business  Center  can  handle  every  possible  communications  and  computing  need, 
as  well  as  equipment  rental  and  package  shipping.  Our  award-winning  production  company, 
MGM  MIRAGE  Events,  can  transform  meeting  spaces  into  stunning  environments! 

Meeting  attendees  appreciate  the  luxurious,  weil-appointed  accommodations  and  can  enjoy 
the  innovative  French  cuisine  of  James  Beard  Award-winning  Chef  Alessandro  Stratta  at  Renoir 
or  a  number  of  international  flavors  and  American  favorites  at  an  array  of  fine  restaurants. 

There  is  nothing  more  spectacular  than  a  round  of  golf  at  Shadow  Creek,  open  exclusively  to 
guests  of  MGM  MIRAGE,  or  a  day  at  Spa  Mirage.  Singer-impressionist-comedian-actor  Danny 
Gans  provides  the  perfect  evening  entertainment. 

For  2004  we're  adding  a  fresh,  contemporary  look.  Our  beautiful  pool,  with  meandering  lagoons 
and  waterfalls,  has  been  transformed  with  patterns  of  natural  stone  and  teal  accent  tile.  Our  new 
Polynesian-themed  lounge,  AVA,  will  soon  be  complemented  by  a  nightclub  and  a  spectacular 
new  entertainment  venue. 

The  Mirage 
Gail  Fitzgerald 

Vice  President  of  Hotel  Sales  and  Marketing 

1  (800)  456-8888 

gailf@mirage.com 

www.mirage.com 


This  self-service  kiosk  system  eliminal 
long  check-in  lines  by  allowing  passengi 
to  print  their  own  boarding  passes.  Kios 
have  been  installed  at  the  airport,  w 
six  additional  kiosks  located  at  t 
Las  Vegas  Convention  Center.  This  service! 
available  for  travel  on  Southwest,  Amerl 
West,  Delta,  Continental,  Northwest  a 
US  Airways. 

The  New  Las  Vegas  Monorail: 
On  Track  for  2004 

The  dream  of  a  reliable  transportation  s\ 
tern  that  zips  around  to  various  hotels  alo 
the  Strip  is  now  a  reality! 

This  $650  million,  state-of-the-art  tran 
portation  system,  which  begins  service 
2004,  will  run  along  the  Las  Vegas  resort  cl 
ridor  and  travel  at  a  top  speed  of  50  miles  p 
hour.  The  system's  nine  luxury  Bombard 
air-conditioned  trains  will  run  on  a  single  i 
that  sits  20  feet  above  ground  in  most  are! 
At  its  highest  point,  the  rail  soars  70  fe 
above  the  Las  Vegas  Convention  Center. 

The  Monorail  will  connect  eight  mai 
resorts,  more  than  24,000  hotel  rooms  ai 
more  than  4.4  million  square  feet  of  meetij 
and  convention  space. 

The  initial  4-mile  run,  which  will  take  le 
than  14  minutes  end-to-end,  will  stop 
the  following  seven  stations:  MGM  Grar 
Bally's/Paris,  Flamingo/Caesars  PalaQ 
Harrah's/lmperial  Palace,  Las  Vegi 
Convention  Center,  Las  Vegas  Hilton  ai 
the  Sahara. 

The  fare  for  a  one-way  trip  is  $3  ai 
round-trip  is  $5.50.  The  Monorail  will 
open  365  days  a  year,  from  6  a.m.  to  2  a. I 

Plans  are  under  way  for  the  Monor 
route  to  extend  to  the  Fremont  Stre 
Experience  in  Downtown  Las  Vegas  ai 
McCarran  International  Airport.  Enjoying 
the  sights  of  Las  Vegas  —  quickly,  comfa 
ably,  conveniently  and  inexpensively  —  h 
never  been  easier. 

Dining 

A  Culinary  Jackpot 

Move  over,  New  York  and  San  FrancisG 
When  it  comes  to  hot  dining  spots,  nothii 


The  sky's  the  limit 


when  you  meet  at  The  Mirage. 


Our  90,000-squ  a  re-foot  pillarless  Events  Center  provides  room  to  spread  your  wings. 
Integrated  computer  systems  plug  you  into  the  world  via  high-speed  broadband  Internet  connections. 
The  cutting  edge  video  conferencing  capabilities  of  our  Nassau  Executive  Boardroom  bring  multi-office 
meetings  together  in  real  time. 


1 70,000  square  feet  of  ground-level  meeting  space  makes  the  impossible 
possible.  Our  state-of-the-art  facility  is  beautifully  designed  with  amazing 
attention  to  detail  and  functionality.  The  domed  Italian  marble  rotunda  makes 
an  elegant  welcome  statement  while  the  power  and  connectivity  concealed 
above  the  ceiling  and  in  the  floor  pockets  offer  unlimited  production  capabilities. 
Mirage  Meeting  Professionals  routinely  go  above  and  beyond  to  handle  every 
request.  Use  your  imagination.  Let  us  help  make  it  reality. 

£  to  arrange  your  next  meeting,  call 866.275.5382  or  702. 791.7171  or  visit  us  at  mirage.com:  J 


Mirage  Events  Center 
&  Convention  Complex 
las  vegas 
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beats  Las  Vegas.  Once  famous  for  all- 
you-can-eat  buffets,  today  Las  Vegas  is 
arguably  America's  supreme  dining 
scene.  It  now  boasts  a  growing  roster 
of  gourmet  restaurants  and  an  unparal- 
leled wine  and  food  adventure  all  in  one 
convenient  location. 

A  host  of  fine  dining  and  lifestyle  maga- 
zines —  including  Bon  Appetit,  Wine 
Spectator,  Gourmet  and  Esquire  —  has 
honored  Las  Vegas  for  its  fantastic  fare, 
while  many  individual  restaurants  have 
been  hailed  for  their  exquisite  cuisine  and 
first-class  service. 

Most  recently,  the  2004  Mobil  Travel 
Guide  published  its  list  of  top  restaurants, 
including  the  following  among  its  Four- 
Star  Restaurants:  Aqua  (Bellagio),  Aureole 
(Mandalay  Bay),  Lutece  (The  Venetian), 
NOBU  (Hard  Rock  Hotel),  Picasso 
(Bellagio)  and  Renoir  (The  Mirage). 

And  the  editors  of  Robb  Report  recently 
listed  Las  Vegas  as  the  best  dining  desti- 
nation in  the  U.S.  Las  Vegas  received  the 
honor  because  of  the  number  of  celebrity 
and  award-winning  chefs  with  restaurants 
located  here,  a  number  that  seems  to 
grow  weekly.  The  magazine  credits  chef 
and  restaurateur  Wolfgang  Puck  for  "pio- 
neering the  food  revolution"  when  he 
opened  Spago  Las  Vegas  back  in  1992. 


Gus  Tejeda 

Executive  Director  of  Convention  Sales 

Bellagio  is  known  for  its  acclaimed  fountains,  breathtaking  Conservatory,  exquisite  accommo- 
dations and  worid-class  dining.  Also,  we  are  known  for  having  the  finest  meeting  and  function 
space,  as  well  as  having  a  dedicated  sales,  services  and  catering  staff  to  meet  and  exceed  our 
clients'  expectations. 

Not  only  do  we  offer  AAA  Five  Diamond  service  and  facilities  throughout  the  resort,  but  we 
also  have  two  AAA  Five  Diamond  restaurants  (Picasso  and  Le  Cirque).  Bellagio  is  the  only 
resort  in  the  world  to  have  such  a  distinction. 

We're  currently  refurbishing  all  of  the  deluxe  guest  rooms,  which  we  expect  to  complete  dur- 
ing the  early  months  ot  2004.  At  the  same  time,  we're  busy  building  the  Spa  Tower,  which  will  include 
928  guest  rooms  and  suites,  an  additional  60,000  square  feet  of  meeting  space,  an  exhibition 
kitchen  and  Sensi  —  a  completely  new  dining  and  sensory  experience. 

Bellagio 
Gus  Tejeda 

Executive  Director  of  Convention  Sales 
1  (877)  744-7687 
gtejeda@beilagioresort.com 
www.beilagio.com 


The  Grape  Reigns 

Worldwide,  there  are  just  over  100  masti 
sommeliers.  Of  these,  approximately  56  a 
in  the  U.S.,  and  Las  Vegas  is  home  to  abo 
one-quarter  of  them. 

Wine  aficionados  find  that  pairing  a  goc 
meal  with  a  fine  wine  is  second  nature 
Las  Vegas.  Along  with  the  recent  influx 
some  of  today's  most  notable  chefs  ar 
restaurants  has  come  a  number  of  impre 
sive  wine  collections,  as  well  as  a  concentr 
tion  of  top  wine  experts.  Here's  a  samplmc 

For  those  in  love  with  Italian  wine,  there 
the  James  Beard  award-winning  Pier 
Selvaggio.  He's  ensconced  at  Valentino 
(The  Venetian),  along  with  24,000  bottles 
wine. This  collection  not  only  features  wine 
from  Italy,  but  it  also  includes  fine  wine 
from  all  over  the  world. 

Alize  (The  Palms)  features  a  65-pac 
wine  list  that  includes  more  than  1,000  vai 
etals  and  more  than  5,000  bottles.  Or 
cellar  is  not  enough.  There's  a  second  cell; 
that  holds  1,000  bottles  of  champagne  ar 
a  large  collection  of  cognacs,  Armagnac 
and  port. 

Wine  is  an  age-old  art  form,  but  no  on 
brings  it  more  up  to  date  than  Aureol 
(Mandalay  Bay).  A  Tablet  PC  provides  a  45 
second  tutorial  and  then  lets  guests  searc 
for  their  wine.  You  can  search  by  price 
varietals,  region,  winery,  year,  bottle  size  c 
food  pairing.  And  that's  not  all.  You  can  loc 
up  reviews  of  thousands  of  wines,  and  vie\ 
a  video  of  the  "wine  angels"  retrievin 
bottles  from  the  four-story  "Missio 
lmpossible"-inspired  wine  tower. 

The  Wine  Cellar  and  Tasting  Room  at  th 
Rio  showcases  50,000  bottles  valued  at  mor 
than  $10  million!  Here  you'll  discover  rar 
museum  pieces,  such  as  a  bottle  of  180 
Madeira  from  the  cellar  of  Thomas  Jefferso 
or  the  1855  to  1990  vertical  collection  c 
Chateau  d'Yquem,  valued  at  $2  million. 

New  Dining 

It's  a  testament  to  the  growth  of  first-clas 
dining  in  Las  Vegas  that  we  can  provide  th' 
following  list  of  restaurants  from  so  man 
award-winning  chefs  —  and  all  of  thes« 
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fine-dining  establishments  are  new! 

Crustacean/ Prana  Lounge  at  Desert 
Passage  at  the  Aladdin  This  is  the 
Las  Vegas  outpost  of  the  fanned  An 
family,  renowned  for  their  award-winning 
Crustacean  restaurants  in  San  Francisco 
and  Beverly  Hills.  The  18,000-square-foot 
Crustacean  Las  Vegas  features  Euro-Asian 
cuisine  and  an  exciting  nightclub.  It  was 
recently  highlighted  for  Best  Design  in 
Esquire's  "Best  New  Restaurants  in 
America  2003"  issue. 

Bradley  Ogden  at  Caesars  Palace 
Famed  Bay  Area  Chef  Bradley  Ogden, 
whose  new  take  on  classic  "farm  fresh" 
American  cuisine  has  earned  him  national 
acclaim  and  a  gallery  of  top  culinary  awards, 
has  opened  his  first  restaurant  outside  of 
California  at  Caesars  Palace.  Using  the 
freshest  ingredients  available  from  ranch- 
ers, farmers  and  fishermen  nationwide, 
Ogden  reinvigorates  favorite  regional 
American  dishes. 

Caffe  Giorgio  at  Mandalay  Place 
Celebrated  restaurateur  Piero  Selvaggio 
brings  casual  chic  dining  to  Mandalay 
Place  at  Mandalay  Bay  with  Caffe  Giorgio. 
Enjoy  a  variety  of  flavors  from  a  deli  count- 
er with  Italian  sliced  meats  and  antipasti 
for  takeout,  to  a  gelato  stand  or  drinks  and 
light  fare  at  the  imported  Italian  glass  bar. 
A  true  trattoria,  it  features  an  open  concept 
dining  area  for  a  proper  meal  in  casual 


Eric  Bello 
Vice  President  of  Sales  and  Marketing 


The  Venetian  is  designed  so  that  business  travelers  will  be  as  comfortable  conducting  meetings 
in  their  suite  as  they  are  in  their  office.  Our  standard  rooms  are  listed  in  the  Guinness  Book  of 
World  Records  as  the  largest  standard  rooms  in  the  world,  and  each  is  equipped  with  a  dual-line 
phone,  fax,  copier,  Internet  access  and  safe. 

We  have  17  acclaimed  restaurants,  including  themed  dining  by  Wolfgang  Puck  and  Emeril 
Lagasse,  and  an  amazing  array  of  international  stores  along  our  quarter-mile  Grand  Canal. 

The  Venetian  recently  added  150,000  square  feet  of  convention  space  and  breakout 
meeting  rooms,  for  a  total  of  19  million  square  feet. 

The  Venetian  Resort,  Hotel  and  Casino 
Eric  Bello 

Vice  President  of  Sales  and  Marketing 
(702)414-4020 
belloe@venetian.com 
www.venetian.com 


style  as  well  as  richly  appointed  ev^ 
space  that  can  be  customized  for  any  a 
group.  Chef  Luciano  Pellegrini  deligh 
with  a  menu  of  authentic  Italian  comfj 
foods  such  as  rustic  pizzas,  hearty  past! 
fresh  salads  and  a  superb  selection 
wines  by  the  glass. 

AquaKnox  at  The  Venetian  The  eag 
ly  anticipated  AquaKnox  rounds  out  a  c; 
of  impressive  restaurants  featured  on  T 
Venetian's  Restaurant  Row.  Celebrat 
California  Chef  Tom  Moloney's  menu  sc 
a  new  standard  of  culinary  excellenc 
boasting  fresh  seafood  flown  in  daily  frc 
around  the  world,  including  a  superb  r, 
bar.  Don't  miss  the  water-encased  walk 
wine  cellar,  state-of-the-art  open  kitch 
and  stylish  lounge. 

Medici  Cafe  and  Terrace  at  T 
Ritz-Carlton,  Lake  Las  Vegas  Enjoy 
relaxed  dining  experience  at  this  e 
gant,  exquisite  room  filled  with  the  f 
grance  of  grand  bouquet  floral  arranc 
ments.  Alfresco  dining  in  a  roman 
setting  is  available  adjacent  to  t 
resort's  picturesque  Florentine  garder 
The  restaurant  features  flavorful  pa 
Mediterranean-influenced  cuisine  cor 
plemented  by  an  excellent  selection 
world-class  wines. 

Simon  Kitchen  and  Bar  at  the  Ha 
Rock  Hotel  and  Casino  Chef  Ker 
Simon's  menu  features  comfortable-y 
sophisticated  fare,  like  best-sellers  meatlc 
and  curry  chicken.  Boutique  Americ 
wines  and  beers,  French  champagne  a 
decadent  desserts  round  out  the  men 
The  atmosphere  is  casual  in  this  Yat 
Pashelberg-designed  dining  room,  with 
open  kitchen  and  patio. 

And  there  are  more  to  come.  This  ye 
look  for  Hubert  Keller's  The  Burger  Joint 
Mandalay  Place  and  Fleur  de  Lys 
Mandalay  Bay;  Rick  Moonen's  restaura 
rm  at  Mandalay  Place;  Bobby  Flay's  Me 
Grill  at  Caesars  Palace;  and  Alain  Ducasse 
Mix  in  Las  Vegas  atTHEhotel  at  Mandal 
Bay.  Wynn  Las  Vegas  will  house  a  resta 
rant  by  Daniel  Boulud  when  the  resc 
opens  in  2005. 


//here  1.9  Million  sq_.  ft.  of 
Meeting  and  Exhibit  Space 
Meets  4,049  Guest  Suites. 


world's  most  luxurious  resort  hotel  and 
— -^premier  meeting  convention  facility  is  now  even 
better,  with  an  additional  1,013  suites  in  our  new  Venezia 
tower,  and  expanded  meeting  and  exhibit  space  for  a  total 
of  1.9  million  square  feet.  The  Venetian  and  The  Sands 
Expo  and  Congress  Center  —  providing  an  even  more 
powerful  forum  for  commerce! 


All  4,  049  luxury  suites  are 
suitable  for  breakout  meetings. 


1.9  million  sq.  ft.  of  meeting  space. 

4<049  °f ine  world's  largest  standard  suites,  offering  fax/ 'copier/printers, 
dedicated  data  lines  and  a  safe  large  enough  for  a  laptop. 
Flexible  floor  plans  for  up  to  J  25  meeting  rooms. 

Six  ballrooms,  with  an  85.OOO-sq.-ft.  pillarless  ballroom,  plus  1$0,000  sq.  ft. 
of  new  exhibition  space,  4-2  new  meeting  rooms,  and  22  boardrooms. 
18  critically  acclaimed  restaurants. 
The  world-class  Guggenheim  Hermitage  Museum. 

The  Venetian  and  you.  The  basic  formula  for  meeting  success. 


This  85,000-sq.- ft.  pillarless 
ballroom  seats  over  8,000,  theater-style 


togas 


3355  Las  Vegas  Blvd.  South,  Las  Vegas,  NV  89109 
(702)  414-4020  Group  Sales:  1-888-283-6384 
Fax:  (702)  414-4549  www.venetian.com 
groupsales@venetian.com 
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Going  Upscale 

The  old  image  of  the  buffet  as  a  glut- 
tonous place  to  gorge  is  a  thing  of  the 
past.  The  new  gourmet  buffets  incorpo- 
rate made-to-order  entrees,  fresh  fruits 
and  juices  such  as  watermelon  and  carrot. 
Buffets  are  gaining  ground  as  fine-dining 
experiences  by  offering  higher-end  items 
such  as  black  mako  shark,  squid  salad, 
mussels,  gourmet  breads,  made-to-order 
crepes  and  an  array  of  ethnic  foods.  Try 
Bellagio  Buffet,  Le  Village  Buffet  at  Paris 
Las  Vegas  and  Aladdin's  Spice  Market 
Buffet.  More  buffets  will  be  opening  at 
The  Mirage  and  MGM  Grand. 

Entertainment  and 
Attractions 

Spectacular  Shows 

No  matter  what  time  of  year  you  visit 
Las  Vegas,  you'll  be  dazzled  by  the  array  of 
unmatched  entertainment  the  destination 
offers.  A  steady  stream  of  celebrity  per- 
formers, stunning  shows  and  special 
events  fills  marquees  at  dozens  of  venues. 

Las  Vegas'  famed  stage  extravaganzas 
continue  to  put  the  "spectacle"  in  spectac- 
ular with  high-kicking  showgirls,  eye-pop- 
ping special  effects,  lavish  costumes  and 
stunning  sets. 


John  Yaskin 

Senior  Vice  President  of  Hotel  Sales  and  Marketing 

One  of  the  ways  Caesars  helps  meeting  planners  is  by  publishing  a  guide  that  details  everything 
you  need  to  know  about  planning  a  successful  and  enjoyable  meeting  at  Caesars. 

In  the  past,  Caesars  may  have  been  perceived  as  a  gaming  destination.  But  we  offer  so  much 
more  today.  We  have  an  incredible  property  that  serves  the  demands  of  meeting  planners.  For 
example,  our  meeting  space  is  concentrated  on  two  levels  and  is  integrated  into  the  business 
activity  of  the  hotel.  It  makes  it  possible  for  attendees  to  take  an  elevator  from  their  room  to  the 
conference  center  without  having  to  walk  through  the  casino  and  other  areas  of  the  hotel. 

We  have  some  of  the  best  nighttime  entertainment!  One  of  our  sellout  shows  is  Celine  Dion.  You 
might  think  it's  impossible  to  obtain  tickets,  but  we  can  always  accommodate  your  group  —  just 
let  us  know  what  you  need. 

Through  the  years,  I've  watched  Las  Vegas  reinvent  itself.  The  city  is  friendly,  open,  accessible 
and  offers  attendees  the  opportunity  to  experience  the  finest  in  shopping,  dining  and  entertainment 

Caesars  Palace 
John  Yaskin 

Senior  Vice  President  of  Hotel  Sales  and  Marketing 
1  (800)9337110 

yaskinj@parkplace.com 
www.caesars.com 


You'll  have  your  pick  of  headlmers 
musical  megastars  from  every  genre,  ma 
ter  impressionists,  illusionists  and  superst 
comedians. 

Rely  on  your  hotel  meeting  services  sta 
or  concierge  to  help  you  choose  entertai 
ment  that  best  fits  your  group's  tastes. 

Popular  Ongoing  Shows: 
Cirque  du  Soleil:  0  (Bellagio) 
Celine  Dion:  A  New  Day . . .  (Caesars  Palace) 
MAMMA  /W/4/(Mandalay  Bay) 
Danny  Cans  (The  Mirage) 
Elton  John  (Caesars  Palace) 
Zumanity  (New  York-New  York) 
Lance  Burton  Master  Magician  (Monte  Car 
Resort  &  Casino) 

Cirque  du  Soleil:  Mystere  (Treasure  Island) 
Penn  &  Teller  (The  Rio  All-Suite  Hotel  &  Casin 
Jufa//ee/(Bally's) 

Rita  Rudner{Ue\N  York-New  York) 
Wayne  Newton  (Stardust) 
Blue  Man  Group  (Luxor) 

In  addition  to  stage  shows  and  concert 
Las  Vegas  has  a  multitude  of  attractions  th. 
have  contributed  to  the  destination's  repi 
tation  as  the  Entertainment  Capital  of  th 
World.  From  erupting  volcanoes  and  piral 
battles,  to  high-tech  motion-simulator  ride 
exotic  animal  exhibits  and  spectacul 
water-fountain  shows,  Las  Vegas  offers  £ 
endless  variety  of  things  to  do  and  set 
Here  are  a  few  of  the  newest  and  must-se 
attractions: 

New  York-New  York's  Manhattan  Expres 
and  the  Sahara's  Speed:  The  Ride  are  just  tw 
of  the  thrill  rides  on  the  Las  Vegas  Strip.  Th 
newest  ride,  X-Scream,  teeters  over  the  edg 
of  the  top  of  the  Stratosphere  Tower. 

Trekkies  won't  want  to  miss  Bor 
Invasion,  which  recently  opened  at  StarTrel 
The  Experience  at  the  Las  Vegas  Hilton. 

A  variety  of  exotic  and  amazing  animal 
call  Las  Vegas  home  at  The  Mirage's  Secre 
Garden  and  Dolphin  Habitat,  MGM  Grand' 
Lion  Habitat  and  the  Flamingo's  bird  sancti 
ary.  Mandalay  Bay's  Shark  Reef  recentl 
welcomed  a  new  resident  —  a  six-foe 
hammerhead  shark. 

Three  fine-art  galleries  located  in  thi 
resort  corridor  feature  revered  mastei 
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pieces  from  celebrated  artists.  The  Wynn 
Collection,  located  on  the  future  site  of 
Steve  Wynn's  latest  resort  offering,  Wynn 
Las  Vegas,  displays  paintings  from  his  pri- 
vate collection,  including  masterpieces  by 
Picasso,  Cezanne,  Van  Gogh  and  Matisse. 
The  Guggenheim  Hermitage  at  the 
Venetian  Resort  Hotel  and  Casino  is  a  col- 
laboration and  marks  the  first  joint  ven- 
ture between  the  State  Hermitage 
Museum  in  St.  Petersburg,  Russia,  and 
New  York's  Solomon  R.  Guggenheim 
Foundation.  The  Bellagio  Gallery  of  Fine 
Art  presents  traveling  art  exhibitions  from 
around  the  world. 

Each  year,  the  millions  of  visitors  who 
flock  to  downtown  Las  Vegas  to  drink  in 
the  history,  nostalgia  and  freewheeling 
flavor  of  a  bygone  era  are  captivated  by 
the  Fremont  Street  Experience  and  its 
spectacularly  choreographed,  dazzling 
free  light  and  sound  shows.  Fremont 
Street  is  the  birthplace  of  the  casino  and 
entertainment  industry.  And  now,  it's 
about  to  make  history  again  with  a  $17 
million  renovation  that  will  debut  a  totally 
new  look  in  June  2004  —  once  again,  put- 
ting Las  Vegas  "over  the  top."  Without 
interruption  in  shows,  the  crescent- 


Michael  Uhl 

Executive  Vice  President  of  Sales 


We  pride  ourselves  on  providing  the  best  service  our  industry  has  to  offer.  We  treat  every  meet- 
ing as  if  it  were  the  only  meeting  in-house.  We  recognize  that  each  group  has  different  needs,  so 
we  go  out  of  our  way  to  provide  personal  service  that  is  tailored  to  your  attendees.  Our  goal  is  to 
ensure  that  you  have  the  best  meeting  experience  in  Las  Vegas! 

We  have  one  of  the  largest  ballrooms  in  Las  Vegas,  and  our  professional  staff  provides  excel- 
lent service  and  catering.  We  can  make  the  iargest  meeting  an  intimate  experience  for  you  and 
your  attendees.  We  work  with  you  from  the  moment  you  book  the  space,  and  our  attention  to  your 
needs  continues  through  the  arrival  of  your  guests,  to  the  meeting  and  until  they  depart.  We  want 
to  make  the  process  seamless  and  easy  for  you  from  start  to  finish.  Our  professionals  are  in  the 
trenches  with  you  all  the  way. 

We  personalize  the  hotel  for  each  group,  from  welcome  messages  on  our  marquees, 
personalized  check-in,  theme  entertainment  and  refreshments.  We  make  a  commitment  to  make 
your  event  a  once-in-a-lifetime  experience! 

Paris/Bally's/Flamingo  Las  Vegas 
Michael  Uhl 

Executive  Vice  President  of  Sales 
1  (888) 727-4758 
uhlm@parislasvegas.com 

www.parislasvegas.com  /  www.ballyslasvegas.com  /  www.flamingolasvegas.com 


shaped  90-foot-high  canopy  —  whi 
spans  the  length  of  five  football  fields 
is  being  transformed  into  the  worl< 
largest  LED  screen.  The  gigantic  state- 
the-art  high-definition  video  display  s^ 
tern  that  will  be  housed  in  the  cano 
will  feature  12.5  million  LED  lamps  a 
4.1  million  pixels  capable  of  produci 
16.7  million  color  combinations  and  hie 
resolution  images  at  60  frames  per  se 
ond,  delivering  vivid  color  renditions  a 
superb  picture  quality  and  clan 
Additional  enhanced  capabilities  inclu* 
TV  and  live  video  feeds,  high-resoluth 
digital  graphics  and  sophisticated  anirr 
tion  and  show  design.  The  effect  will  I 
one  of  a  sprawling  theater  in  the  sky,  wi 
eye-popping  visual  impact  as  wel 
thundering  music  and  concert-quali 
sound  from  one  of  the  world's  large 
sound  systems. 

Like  Fremont  Street,  these  museur 
offer  a  glimpse  into  the  past  of  this  gamii 
capital  and  its  place  in  history. 

The  Liberace  Museum  houses  perrr 
nent  displays  and  Liberace's  many  tree 
ures,  such  as  his  extravagant  jewelry  ai 
costumes,  world-famous  pianos  and  his  c< 
lection  of  rare  automobiles. 

Focused  on  preserving  Las  Vegas  histoi 
the  Neon  Museum  is  a  collection  of  class 
neon  signs  on  display  downtown  at  tj 
Fremont  Street  Experience. 

A  one-of-a-kind  museum  devoted 
gaming,  the  Casino  Legends  Hall  of  Fan- 
located  at  the  Tropicana  Hotel  and  Casm 
features  the  largest  collection  of  gamini 
casino  and  entertainment  memorabilia  ev 
assembled. 

Elvis  lives  at  the  Elvis-a-Rama  Museur 
Exhibits  feature  more  than  $4  million  wor 
of  the  King's  personal  belongings,  includir 
his  signature  jumpsuits. 

Golf 

Las  Vegas  Is  Fore  Golfers 

Las  Vegas  may  offer  up  images  of  dry,  su 
washed  desert,  but  it  is  an  oasis  of  lush  fa 
ways  and  tricky  greens.  What  many  pla. 
ners  don't  realize  is  that  Las  Vegas  offers 


Haven't  you  always  wanted  to  say: 

"Meet  me  in  Paris?" 


See   where    inspiration   takes   your   group.  BE  INSPIRED. 


*    LOG    ON    OR    CALL    TODAY    •    PARISLASVEGAS.COM    •  877-603-4385 
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great  golfing  experience.  The  quality  of  the 
courses  tends  to  be  very  high,  while  their 
accessibility  is  surprisingly  easy. 

The  Las  Vegas  area  has  more  than  60 
public  and  private  golf  courses,  including 
about  50  within  the  city  limits.  Courses  in 
the  area  have  been  designed  by  such  greats 
as  Jack  Nicklaus,  Tom  Fazio,  Pete  Dye  and 
Robert  Trent  Jones  Jr. 

Several  executive  golf  courses  allow 
busy  executives  to  finish  a  game  in  about 
three  hours.  These  courses  include  Eagle 
Crest  in  Sun  City,  Summerlin,  Desert 
Willow  in  Henderson  and  Durango  Hills  in 
northwest  Las  Vegas.  For  something  com- 
pletely different,  try  swinging  by  moonlight: 
The  Callaway  Golf  Center  and  Angel  Park 
Golf  Club's  par-3  Cloud  9  courses  offer 
nighttime  golf! 


Shopping 


Putting  on  the  Glitz 

Entertainment,  gaming,  food  —  Las  Vegas 
has  enjoyed  it  all  for  a  long  time.  Now  you 
can  add  shopping  to  the  list.  From  haute 
designer  boutiques  to  trendy  outlet  malls, 
you  can  truly  shop  'til  you  drop  in  Las  Vegas. 

The  Fashion  Show  With  its  recent  $1 
billion  expansion  and  renovation,  The 
Fashion  Show  is  the  largest  shopping  desti- 
nation on  the  Strip,  with  nearly  2  million 
square  feet  of  retail  space.  It  boasts  250 
shops  and  restaurants  and  seven  flagship 
department  stores.  In  true  Las  Vegas  style, 
The  Fashion  Show  offers  more  than  just 
shopping  —  it  offers  entertainment  too. 
There's  an  80-foot-long  retractable  catwalk 
that  rises  out  of  the  floor  for  world-class  live 


Danielle  Babilino 

Vice  President  of  Hotel  Sales 


What  most  meeting  planners  like  best  about  the  Mandalay  Bay  Convention  Center  is  the  facility's 
versatility.  Quite  simply,  this  is  a  facility  for  every  function.  The  sheer  size  is  attractive  to  some, 
while  the  elegant,  four-diamond  atmosphere  draws  the  interest  of  others.  Ours  is  a  multipurpose 
facility  built  to  be  adaptable  to  our  customers.  Our  bottom  line  at  Mandalay  Bay  —  Whatever  you 
need,  we  can  do  it. 

Mandalay  Bay  Resort  &  Casino 

Danielle  Babilino 

Vice  President  of  Hotel  Sales 

www.mandalayconventions.com 


fashion  shows  and  special  events.  Shov 
are  scheduled  daily.  You  can't  miss  "Ti 
Cloud,"  a  480-foot-long  steel  structure  tr 
has  become  The  Fashion  Show's  landm< 
icon.  It  provides  shade  during  the  day  a 
becomes  a  giant  projection  surface  at  nigi 

Forum  Shops  at  Caesars  Palace  Wh 
the  Forum  Shops  opened  several  ye< 
ago,  it  not  only  redefined  shopping  in  L 
Vegas,  but  also  the  world.  An  extravagan; 
visually  as  well  as  in  terms  of  its  mix 
wonderful  high-end  stores,  it  became 
instant  success.  Today,  no  shopping  coi 
plex  in  the  world  generates  greater  doll 
sales-per-square-foot  volume  than  t 
Forum  Shops,  with  its  heady  mix  of  fashi< 
superstars  like  Gucci,  Bernini,  Versac 
Christian  Dior,  Dolce  &  Gabbana,  Fen 
Valentino  and  Max  Mara.  But  like  Caes 
himself,  the  Forum  Shops  is  always  lookii 
to  expand  its  territory,  which  explains 
current  expansion  project  —  a  175,0C 
square-foot,  three-level  addition  that  v 
bring  in  new  stores,  new  restaurants  anc 
new  entrance  directly  on  the  Strip,  not 
mention  new  excitement. 

Mandalay  Place  There's  always  sorr 
thing  new  in  Las  Vegas,  and  now  you  a 
add  Mandalay  Place  to  your  list  of  mui 
sees.  Launched  in  the  fall  of  2003,  it's  a  or 
of-a-kind  retail  experience,  with  a  100.0C 
square-foot  sky  bridge  built  between  tl 
Mandalay  Bay  and  Luxor  resorts.  This  bride 
is  home  to  41  unique  boutiques  and  restc 
rants,  including  the  world's  first  Nike  Go 
store  and  the  domestic  debut  of  womer 
clothier  Samantha  Chang. 

Grand  Canal  Shoppes  at  The  Venetic 
This  shopping  experience  offers  plenty 
shopping,  of  course,  including  more  than ! 
stores  and  restaurants.  But  when  your  fe1) 
need  a  rest,  you  can  enjoy  some  of  the  bei 
entertainment  around,  including  Artisti  d| 
Arte',  a  group  of  classically  trained  sir 
and  actors  from  all  over  the  world  whc 
form  several  unique  shows  that  take  yc 
back  in  time  to  Renaissance  Venice.  Oth' 
shows  include  the  Venetian  Living  Statue 
and  the  Gondolier  March.  The  shows  a| 
free  and  are  performed  daily. 
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Desert   Passage   at  The  Aladdin 

features  140  specialty  stores  and  eight 
restaurants  in  a  North  African  market- 
place setting.  Stores  and  restaurants 
include  Ann  Taylor  Loft,  bebe,  Build-A- 
Bear  Workshop,  Hilo  Hattie  -  The  Store  of 
Hawaii,  North  Beach  Leather,  Sephora, 
Sur  La  Table,  Swarovski,  Z  Gallerie  and 
Commander's  Palace. 

Le  Boulevard  at  Paris  Las  Vegas  Quaint 
cobblestone  streets  and  winding  alleyways 
lead  guests  on  a  European  shopping  spree 
to  a  wide  array  of  authentic  French  bou- 
tiques, including  a  garden  shop,  wine  and 
cheese  shop,  and  men's  and  women's 
apparel  stores. 

Via  Bellagio  at  Bellagio  How  extrava- 
gant is  the  shopping  at  Via  Bellagio?  Let  a 
few  words  paint  you  a  picture  —  Gucci, 
Prada,  Hermes,  Armani,  Chanel,  Yves  Saint 
Laurent,  Tiffany  &  Co.  and  Fred  Leighton. 
Enough  said! 

Fashion  Outlets  of  Las  Vegas  Not  every 
shopping  experience  in  Las  Vegas  is  of  the 
rarefied  variety.  There  are  an  amazing  num- 
ber of  bargains  to  be  had.  And  one  place  to 
find  them  is  at  this  bargain  hunter's  para- 


dise, located  30  miles  south  of  the  Strip 
Primm.  Familiar  retailing  names  inclt 
Donna  Karan,  Polo  Ralph  Lauren,  Cal 
Klein,  Burberry,  Versace,  Max  Azria  a 
Brooks  Brothers. 

Las  Vegas  Premium  Outlets  This  m 
shopping  experience  is  located  just  2.5  mi 
north  of  the  Strip.  Opened  in  the  summer 
2003,  it  has  435,000  square  feet  of  sps 
and  offers  retail  giants  including  Ann  Tay 
A/X  Armani  Exchange,  Benetton,  Bo: 
Coach,  Crabtree  &  Evelyn,  Dolce  &  Gabbai 
Elie  Tahari,  Jones  New  York,  Kenneth  Cc 
Lacoste,  Nautica,  Nike,  St.  John,  Thee 
Timberland,  Tommy  Hilfiger  and  Wolford. 

Spas 

Spa-tacular 

At  the  end  of  a  long  day,  when  your  body 
screaming  for  a  hot  bath  and  relaxatir 
make  the  time  to  indulge  in  a  massac 
Las  Vegas  places  some  of  the  finest  spas 
the  world  right  at  your  fingertips. 

Bathhouse  at  THEhotel  at  Mandalay  B 
The  newest  addition  to  the  world  of  luxu 
spas  is  located  in  THEhotel  at  Mandalay  B 
Simple  elegance  defines  this  elite  bathhou 
spa,  which  has  pools  of  varying  water  temp> 
atures,  exotic  baths  and  a  flowing  waterfall. 

Canyon  Ranch  SpaClub  at  T: 
Venetian  Five  acres  of  rooftop  pools,  dec 
and  Venetian-style  gardens  surround 
65,000-square-foot  spa  and  fitness  area, 
full  array  of  services  and  equipment  is  avc 
able,  including  a  40-foot  rock-climbing  wall 

Spa  Vita  di  Lago  at  The  Ritz-Carltc 
Lake  Las  Vegas  Enjoy  some  Italian  pampt 
ing  at  this  30,000-square-foot  spa,  which 
the  only  spa  in  the  U.S.  to  offer  the  exclusr 
La  Culla  body  treatments  from  Italy. 

Spa  Moulay  at  the  Hyatt  Regenc 
Lake  Las  Vegas  The  spa  is  inspired  I 
the  exotic  traditions  of  Morocco.  Boo 
treatments  include  the  Harem's  Bier 
botanical  bath,  Rhassoul  Clay  Wrap  ar 
Desert  Stone  Massage. 

Paris  Spa  by  Mandara  at  Par 
Las  Vegas  The  exotic  beauty  and  sensu; 
ity  of  Balmese-based  health,  beauty  ar 
massage  techniques  partner  with  the  sa 
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R.  F.  Boeddeker 
President  and  Chairman 

Descending  from  the  mountains  to  the  serene  water's  edge,  Lake  Las  Vegas  Resort  is  a  2,600-acre 
premier  destination  located  17  miles  southeast  from  the  famed  Las  Vegas  Strip.  The 
Mediterranean-style  oasis  highlights  a  privately  owned  320-acre  lake,  the  AAA  Five  Diamond- 
rated  The  Ritz-Carlton,  Lake  Las  Vegas  with  32,000  square  feet  of  indoor  function  space,  the  AAA 
Four  Diamond-rated  Hyatt  Regency  Lake  Las  Vegas  Resort,  Spa  and  Casino's  40,000  square  feet 
of  indoor  function  space  and  MonteLago  Village  Resort,  a  condominium  hotel  equipped  with  inti- 
mate meeting  facilities.  Lake  Las  Vegas  Resort  also  boasts  a  myriad  of  other  function  facilities  that 
overlook  white-sand  beaches  and  nationally  ranked  golf  courses. 

In  addition  to  Lake  Las  Vegas  Resort's  collection  of  three  golf  courses,  spas,  casinos,  a  helipad 
and  two  full-service  marinas,  MonteLago  Village  is  a  water's-edge  venue  offering  restaurants, 
boutiques  and  Casino  MonteLago.  On  the  resort's  horizon  this  spring  is  a  10,000-square-foot  out- 
door corporate  event  site. 

Meeting  and  convention  guests  at  Lake  Las  Vegas  Resort  have  the  opportunity  to  do  it  all  or 
relax  and  do  nothing  at  all.  Whether  the  occasion  is  an  intimate  gathering  or  a  convention 
for  2,000  people,  "The  resort's  staff  strives  to  exceed  every  guest's  expectations,"  says 
R.  F.  Boeddeker,  president  and  chairman,  Lake  Las  Vegas  Resort. 

Lake  Las  Vegas  Resort 
R.  F.  Boeddeker 
President  and  Chairman 
1  (800)  564-1603 
www.lakelasvegas.com 


Lake  Las  Vegas  Resort:  an  Unmatched  Destination jor  a  Meeting 
With  an  Unparalleled  Environment/or  Success. 

Whether  you're  planning  a  corporate  getaway,  a  small  group  meeting  or  holding  a  convention,  make  your  next  event 
something  special.  Here  you  will  find  extraordinary  meeting  space  and  first-class  service  all  in  a  breathtaking  setting. 

Choose  from  three  world-class  resort  hotels,  The  Hyatt  Regency  Lake  Las  Vegas,  the  newly  appointed  five 
diamond  RitZ~Carlton  Lake  Las  Vegas  or  the  MonteLago  Village  Resort,  and  rest  assured  that  your  meeting  will 

be  beautifully  taken  care  of. 

Mountain  vistas,  a  sparkling  320-acre  private  lake,  two  championship  golf  courses,  gourmet  lakeside  dining,  boutique 
shopping  in  the  Tuscan-inspired  MonteLago  Village,  plus  the  exciting  Eurpoean-themed  Casino  MonteLago. ..and 
if  that's  not  enough,  you're  only  minutes  from  the  Las  Vegas  Strip.  It's  Las  Vegas  like  you've  never  seen  it  before. 


The  Ritz-Carlton* 

Lake  Las  Vegas 

702-567-4700  *  www.ntzcarlton.com 


LAKE  LAS  VEGAS  RESORT 

Resort  Living.. .Redefined. 
The  Resort,  The  Club,  The  Village,  The  Homes. 
800-564-1603  ext.  785  *  www.lakelasvegas.com 


Uv  Ln  I  IOCIVIuINJ  I  IO 


vices  of  a  European  spa.  Twenty-four  treat- 
ment rooms  feature  imported  furnishings 
and  handcrafted,  hardwood  massage 
tables  from  Bali. 

Spa  Bellagio  The  lush  beauty  of  the 
outdoors  comes  indoors  to  surround  and 
pamper  visitors  inside  the  Conservatory 
and  Botanical  Gardens  located  in  the 
Bellagio.  This  European  spa  is  connected  to 
a  coed  fitness  center. 

Aquae  Sulis  Spa  at  the  JW  Marriott, 
Summerlin  Water  is  everywhere  at 
this  40,000-square-foot  spa.  The  spa  has  an 
outdoor,  six-chamber  hydrocircuit  therapy 
pool,  an  11 ,000-square-foot  swimming 
pool,  hot  tubs  and  waterfall  showers. 

Convention  Centers 

Everyone's  heard  of  the  Las  Vegas 
Convention  Center,  but  did  you  know  that 
the  greater  Las  Vegas  area  now  has  a  total 
of  six  convention  centers,  ranging  in  size 
from  100,000  square  feet  to  more  than  2 
million  square  feet?  Each  has  different  capa- 
bilities, providing  meeting  planners  with 
unparalleled  flexibility.  In  Las  Vegas,  you 
don't  just  take  the  one  convention  center 
that  a  city  usually  offers  —  here  you  can  pick 
the  one  most  appropriate  for  your  needs. 

Las  Vegas  Convention  Center  This  is 
the  grand  dame  of  Las  Vegas  convention 
centers,  but  there's  nothing  dowdy  about 


her.  A  recent  $170  million  expansion  h 
added  1.3  million  square  feet,  making 
one  of  the  largest  centers  in  the  wor 
Operated  by  the  Las  Vegas  Conventi 
and  Visitors  Authority  (LVCVA),  it  has, 
its  3.2  million  square  feet,  more  th. 
2  million  square  feet  of  exhibit  space  a 
144  meeting  rooms. 

Sands  Expo  and  Convention  Cent 
This  is  another  very  large  facility  —  1.2  n 
lion  square  feet,  which  adjoins  the  650.0C 
square-foot  Venetian  Congress  Cent' 
making  this  the  largest  hotel-casir 
convention  center  complex  in  the  world. 

Mandalay  Bay  Convention  Center  V 
hotel  offers  meeting  planners  a  very  Ian 
facility  —  1.5  million  square  feet  that  inclu- 
a  100,000-square-foot  ballroom,  two  ad 
tional  ballrooms,  five  boardrooms  and 
business  service  center. 

Cashman  Center  Located  on  a  55-ac 
site  near  downtown  Las  Vegas,  Cashm 
has  100,000  square  feet  of  exhibit  space 
1,922-seat  theater,  16  meeting  rooms,  a* 
a  10,000-seat  basebali  stadium.  This  is  al 
operated  by  the  LVCVA. 

Cox  Pavilion  This  is  a  new  multipurpo:1 
meeting  venue  with  3,000  seats.  It's  locj 
ed  at  the  University  of  Nevada,  Las  Vegas 

Henderson  Convention  Center  Tr 
facility  offers  10,000  square  feet  of  colurr 
free  space  designed  for  corporate  functioi 
and  special  events. 

PLANNING  TIPS 

■  Your  attendees  can  enjoy  their  wait 
the  airport  by  having  a  workout 
massage.  Yes,  McCarran  Internation 
Airport  now  sports  a  branch  of 
national  fitness  center  that's  open 
members  and  travelers  who  pay  a  pe 
visit  fee  that  includes  a  souver 
towel.  Did  you  eat  too  much  wonde 
ful  food  while  in  Las  Vegas?  Wo 
some  of  it  off  before  you  go  home! 

*  Tell  attendees  it  is  best  to  arrive 
least  30  minutes  before  a  schedule 
spa  appointment. 

■  Be  patient  when  booking  meetir 
space.  It  may  take  some  time  to  g> 


el  &  Casini 


Michael  Toney 
Director  of  Sales 


One  of  the  great  services  we  offer  is  24-hour  turnaround  time  on  contracts.  The  Hard  Rock 
is  a  boutique  property  that  offers  a  personal  atmosphere.  Our  staff  will  work  with  you  from  the 
very  beginning  to  ensure  you  have  a  successful  and  efficient  meeting. 

Our  facilities  rank  high  —  we  have  the  most  talked-about  swimming  pool  in  Las  Vegas  and  five 
top-rated  restaurants,  including  the  legendary  N0BU.  We  also  have  The  Joint,  which  is  one  of  the 
best  and  most  intimate  concert  venues  in  the  country.  It  is  also  available  for  special  events  and 
private  functions. 

We've  just  completed  a  5,000-square-foot  penthouse  suite,  complete  with  16  plasma  screen 
TVs  and  a  bowling  alley  This  venue,  popular  with  celebrities,  can  accommodate  1 25  people.  We'll 
also  open  a  7,000-square-foot  nightclub  this  spring. 


Hard  Rock  Hotel  &  Casino 
Michael  Toney 
Director  of  Sales 
(702)  693-5052 
michaelt@hrhvegas.com 
www.hardrockhotel.com 


ECONDS 

it  takes  to  go  from  your  hotel  room 
eting  room.  Including  25  seconds 
aspirin. 
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the  space  you  want  because  the  top 
hotels  are  in  demand.  You  need 
patience,  flexibility  and  perseverance 
in  order  to  get  the  space  you  want. 

■  Your  hotel  can  make  arrangements  for 
dining,  entertainment  and  activities 
for  your  attendees.  Many  of  these 
amenities  are  already  on-site  at 
the  hotel. 

■  Make  sure  you  understand  your  audi- 
ence —  Las  Vegas  offers  many  choic- 
es, so  choose  the  right  one  for  your 
group.  Make  your  meeting  plans  early 
—  you'll  enjoy  the  Las  Vegas  experi- 
ence that  much  more. 

Las  Vegas  Convention 
and  Visitors  Authority 

Created  in  1955  as  the  Clark  County  Fair  & 
Recreation  Board,  the  Las  Vegas  Conven- 
tion and  Visitors  Authority  is  guided  by  a 
two-part  mission  statement:  1)  to  attract 
visitors  to  the  Las  Vegas  area  to  support 
the  resort  industry  of  Clark  County;  and  2) 
to  operate  and  maintain  its  convention 
facilities,  which  include  the  Las  Vegas 


Chrisann  Flatt 

Vice  President  of  Hotel  Sales  and  Marketing 

The  outdoors  is  seemingly  integrated  and  invited  into  your  meeting  at  Wynn  Las  Vegas.  Every 
meeting  room  offers  a  terrace  patio  with  stunning  views  overlooking  elegant  pools  or  our  sprawl- 
ing 18-hole  championship  golf  course,  designed  by  Tom  Fazio.  We'll  turn  every  event  into  an 
invigorating  experience.  More  than  18  meeting  rooms,  a  25,000-square-foot  ballroom  and  a 
50,000-square-foot  ballroom  make  up  our  200,000  square  feet  of  meeting  space. 

Cutting-edge  audiovisual  and  wireless  technology  will  be  available  throughout  the  resort. 

A  staff  of  professional,  meticulous  in-house  specialists,  each  trained  to  help  customize  and 
oversee  every  event,  will  be  at  your  service. 

Healthy  and  innovative  methods  of  food  preparation  and  catered  events  afford  enhanced 
energy  and  sharper  focus  to  all  your  participants. 

Business  can  mix  with  pleasure.  All  2,700  guest  rooms,  including  suites,  provide  expansive 
views  of  the  Las  Vegas  Strip  or  the  golf  course.  Of  course,  you  will  find  culinary  experiences 
beyond  compare  and  retail  that  will  take  you  from  home  to  couture  and  back.  After  a  hard  day  of 
work  or  play,  you  may  want  to  steal  away  to  the  sanctuary  of  the  spa  and  salon. 

The  man  who  reinvented  Las  Vegas  has  now  reinvented  meeting  and  convention  success.  An 
individual  approach  is  taken  with  every  meeting  and  event  planner.  And,  at  day's  end,  planners 
will  finally  enjoy  events  as  much  as  the  participants. 

Wynn  Las  Vegas 
Chrisann  Flatt 

Vice  President  of  Hotel  Sales  and  Marketing 
1  (877) 770-7077 
chris.flatt@wynnlasvegas.com 
www.wynnlasvegas.com 


Convention  Center  and  Cashman  Cente 

In  order  to  attract  visitors  and  keep 
convention  facilities  filled,  the  LVC 
goes  to  great  lengths  to  assist  the  me 
ing  planner. 

"The  LVCVA  has  made  a  concen 
effort  to  smooth  the  way  for  planners 
ensure  they  have  a  very  successful  me 
ing,  while  making  the  stay  of  conventi 
goers  as  easy,  fun  and  memorable  as  p> 
sible,"  says  Nancy  Murphy,  vice  presidt 
of  sales  for  the  LVCVA.  "When  planni 
your  event,  no  matter  how  large  or  sm 
be  sure  to  remember  to  use  the  servic 
of  the  LVCVA.  We're  here  to  serve  you." 

The  LVCVA  offers  the  following  s 
vices  free  of  charge: 

Hotel  Assistance,  including  helpi 
you  put  together  your  request  ' 
proposal  (RFP)  and  making  initial  ho 
contacts.  We'll  even  gather  hotel  bids 
at  no  cost  to  you. 

Entertainment  Information,  helpi 
you  learn  what  entertainment  will 
available  during  your  time  in  Las  Vega 

Transportation  Arrangements,  incli 
ing  from  and  to  the  airport,  betwe 
hotels,  and  between  hotels  and  meeti 
facilities,  as  well  as  trips  off  the  Strip. 

Authority  Online  can  distribute  yc 
RFP  directly  to  hotels  in  our  area.ThisI 
the  quickest,  most  efficient  way  to  c 
your  RFP  distributed. 

In  addition,  the  LVCVA  sales  staff  c 
offer  expertise  in  various  areas,  includir 

■  Site  inspection  arrangements 

■  Familiarization  tours 

■  Facility  and  contact  information 

■  Local  supplier  coordination 

■  Promotion  assistance 

■  Press  releases/kits 

■  Photography  and  videos 

■  Brochures 

■  Guides  and  maps 

■  Event  and  show  calendars 

■  Pre-  and  post-convention  tours 

■  Registration  assistance 

■  Office  space  for  meeting  planners 
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LVCVA.com  is  the  newest  service  for  meeting  planners,  courtesy  of  the  LVCVA.  With  the  die 
of  a  mouse,  you  can  plan  your  meeting  with  the  most  up-to-date  information  on  lodging 
transportation,  dining,  entertainment,  attractions  and  events,  plus  printable  maps  and  more. 


Las  Vegas  Convention  and  Visitors  Authority 


Las  Vegas  Office 

3150  Paradise  Road 
Las  Vegas,  NV  89109 
Phone:  (702)  892-0711 
Fax:  (702)  892-2824 
Michael  O'Keefe 
mokeefe@lvcva.com 
www.LVCVA.com 


Midwest  Regional  Office 

Two  Prudential  Plaza 
180  N.  Stetson  Avenue 
Chicago,  IL  60601 
(312)  861-0711 
Michael  Tarr 
mtarr@lvcva.com 


Eastern  Regional  Office 

1050  Connecticut  Avenue,  NW 
Suite  201 

Washington,  DC  20036 
(202)  296-5300 
Jim  Ryan 
jryan@lvcva.com 


We  work  as  hard  as  we  play 


Would  you  purchase  stock  without  your  broker? 
Would  you  go  to  court  without  your  lawyer? 
Would  you  play  a  new  golf  course  without  a  caddy? 

rour  Meeting  &  Event  Professional  in  Gaming! 


AMERICA'S 


Las  Vegas  suggests  "CI  KHCF.S"  that  arc  uniquely  diverse  ; 
other  destinations  on  thisfclestial  oknet! 
AmcriuA  (hirst  t.bjr.  nvfc  is  to  k  ypur  "point  oi  the  compass"  in  managing  your 
assemblage  of  1(1.  i<>       :><«  is  V- 

of  our  exhilarating  city '  We  will  suit  'pQtar  budget  and  $a\v  you  time,  permitting  you 
to  "Win  Big"  with  our  Customized  Service^}— 

America's  (in.  m  is  your  luketto  the  finest  services  tor  Hotel  Accommodations. 
Meeting  Space,  Theme  Events^Mjertainment  and  Transportation  to  suit  anyoni  s  ni  Is 
Take  Advantage  Of  Local  KnowkxIgVFhasJLau-Can-ffi  t  On 


mgasta(2  americasguest.net 
www.americasguest.net 


3047  E.  Warm  Springs  Road  •  Suite  1 00  •  Las  Vegas,  Nevada  89120  •  1-800-741-6707 
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IMAGINE  THE  LOOK  ON  YOUR  MEETING  PLANNER'S  FACE 

WHEN  YOU  SUGGEST  LAS  VEGAS. 

1» 


111 


iiMii 


»  M  «»  «■  |»  i| 


TELL  THEM  YOU  ALREADY  KNOW  THAT  MEETINGS  IN  LAS  VEGAS  ARE  OFTEN  BETTER  ATTENDED.  THAT  ALL  THE 
RESORTS  HAVE  PROFESSIONAL  STAFFS  TO  MAKE  SURE  EVERY  DETAIL  IS  COVERED.  THAT  YOUR  PEOPLE  ARE 
LIKELY  TO  WORK  EVEN  HARDER  WHEN  THEY  KNOW  THE  FUN  IS  GOING  TO  BE  THERE  FOR  THEM  ANY  TIME,  DAY  OR 
NIGHT  THAT  "HARD  WORK"  AND  "LAS  VEGAS"  AREN'T  MUTUALLY  EXCLUSIVE  TERMS.  LET  THEM  KNOW  IT'S  OK  TO 
SUGGEST  LAS  VEGAS.  THEN  TELL  THEM  TO  VISIT  LVCVA.COM  OR  CALL  702-892-071 1 .  YOU'LL  BE  A  HERO  IN  THEIR  EYES. 


98     FORBES"  April  26,  2004 


„  Into 

Phone  calls  now  flit  over  Wi-Fi  networks 
at  little  or  no  cost  to  the  callers.  It  is  the  story 
of  the  telecom  industry — hundreds  of  billions 
of  dollars  are  evaporating  into  the  ether. 


BY  SCOTT  WOOLLEY  AND  QUENTIN  HARDY 


HEN    DOCTORS    AT    SAN  ANTONIO 
Community  Hospital  bark  orders  into  their 
new  wireless  phones,  sensitive  medical  in- 
formation will  travel  not  over  the  phone  sys- 
tem but  via  a  Wi-Fi  network — technology 
originally  designed  to  link  laptops  to  the  In- 
ternet. It  seems  a  risky  move:  Sending  phone 
calls  over  Internet-style  networks  has  long  been 
the  province  of  techies  who  could  put  up  with 
mediocre  quality  and  uncertain  security. 
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Vanishing  Voice 


Yet  the  administrators  at  the  Upland, 
Calif,  hospital  have  concluded  the  newest 
generation  of  Wi-Fi  (stands  for  "wireless 
fidelity")  phones  is  so  reliable  and  secure 
that  it  can  be  trusted  with  confidential 
patient  information  and  critical  medical 
instructions.  Using  the  system,  which 
goes  live  this  month,  doctors  will  be  able 
to  call  from  stairwells  and  other  crannies 
where  cell  phones  and  regular  cordless 
phones  fail.  Fancy  features  will  let  nurses 
instantly  locate  empty  beds  and  admit 
patients  from  the  waiting  room.  What's 
more,  because  phone  calls  ride  on  board 
the  hospital's  own  wireless  network,  there 
will  be  no  monthly  phone  bills  from  cel- 
lular carriers. 

The  new  technology  at  San  Antonio 
Community  Hospital  heralds  a  telecom 
future  that  is  both  brilliant  and  bleak:  fan- 
tastic devices  and  free  services  for  con- 
sumers, disappearing  dollars  for  telecom 
companies  and  their  long-suffering 
investors.  A  similar  cycle  began  in  the  late 
1990s  when  phone  calls  traveling  between 
distant  cities  and  continents  began  hitch- 
ing cheap  rides  on  Internet-style  networks 
built  for  data.  By  2000,  after  fiber-optic 
cables  whittled  the  price  of  carrying  a  call 
to  just  about  zero  and  new  competitors 
flooded  the  market,  the  long-distance 
industry  had  peaked  and  begun  a  steep 
slide.  It  has  since  seen  a  third  of  its  annual 
revenue  vanish  in  four  years — $35  billion, 
poof! — and  the  future  is  grim. 

Now  the  same  kind  of  destruction, 

"The  voice  ph 

courtesy  of  the  omnivorous  Internet,  is 
engulfing  the  local  phone  monopolies  and 
even  threatens  the  cell  phone  industry.  It 
promises  to  transform  the  phone  system 
with  new  competition,  plunging  prices 
and  a  passel  of  new  features.  This  next 
wave  begins  with  "Voice  over  IP,"  which 
means  zapping  phone  calls  over  the  Inter- 
net (or  private  networks  built  like  the 
Internet).  It  continues  with  "Voice  over 
Wi-Fi,"  Wi-Fi  being  a  free  wireless  on- 
ramp  to  the  Net.  It  appears  so  unstoppable 
that  even  the  old  Baby  Bells  and  cellular 
carriers  have  accepted  it.  Now  they  are 
about  to  accelerate  the  migration,  launch- 


ing a  multibillion-dollar  rebuilding  binge 
to  overhaul  their  old  networks  and  offer 
cut-rate  Net  phone  service.  This,  of  course, 
will  speed  the  demise  of  their  mainstay 
business  of  voice  traffic.  But  they  don't 
have  any  choice. 

"If  you  don't  do  it,  next  year  or  the  one 
after  that  you  won't  be  playing  in  the 
game,"  says  Qwest  Chief  Executive  Richard 
C.  Notebaert,  who  shocked  the  industry  last 
fall  by  announcing  plans  for  Qwest  to  be- 
come the  first  regional  Bell  company  to 
offer  cheap  Internet-based  phone  service. 
"The  voice  industry — whether  long  dis- 
tance, local  or  wireless — finds  itself  in  a 


commodity  market  with  deflationary  pric- 
ing," he  says  blundy.  "Volumes  will  rise,  but 
prices  will  fall  even  faster." 

Qwest,  the  local  phone  company  in  14 
western  states  served  by  the  former  US 
West,  has  set  an  initial  $40  million  network 
rebuild  to  make  its  local  phone  system 
Internet  Protocol  (IP)  ready.  It  will  provide 
less-than-flawless  Internet-based  local 
phone  service  on  a  network  that  costs  one- 
seventh  to  one-eighth  as  much  to  run  as 
Qwest's  old  system.  Notebaert  concedes 
the  service  will  start  out  essentially  under- 
bidding his  existing  business,  but  by  the 
fall  he  hopes  Qwest  can  use  the  Net  to 
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Qwest  Chief  Richard  Notebaert  is 
moving  local  service  to  the  Net. 


adds  that  "my  only  regret  is  that 
we  should  have  been  listening 
more  carefully"  and  started 
offering  IP  service  sooner. 

Since  Qwest's  move,  most  of 
the  big  telcos  have  announced 
plans  to  offer  competitive  local 
phone  service  via  broadband 
Internet  connections.  Local 
Goliaths  (Verizon  and  SBC) 
jumped  in,  as  did  cable  compa- 
nies (Time  Warner)  and  long- 
distance competitors  (MCI  and 
Sprint).  AT&T  has  moved  the 
fastest.  It  publicly  committed  to 
the  technology  in  December  and 
by  March  was  offering  home- 
owners in  New  Jersey  and  Texas 
unlimited  local  and  long-distance 
calling  using  the  Internet,  for  $20 
a  month  for  the  first  six  months. 
The  price  will  rise  to  $40  a  month 
thereafter — still  25%  less  than  the 
price  of  AT&T's  equivalent  tradi- 
tional phone  service  plan.  That 
sets  a  discount  target  for  more 
brazen  rivals.  It  could  precipitate 
the  local  phone  industry's  first- 
ever  price  war. 

This  new  round  of  turmoil 
follows  a  few  years  of  unprece- 
dented upheaval.  In  four  years 
$1.7  trillion  in  value  has  disap- 
peared from  telecom  stocks. 
Bondholders  have  taken  another 
$103  billion  wallop,  according  to 


on  the  Internet,"  Cerf  says. 

Until  now  the  local  phone  monopolies 
largely  enjoyed  a  competition-free  exis- 
tence, even  after  the  feds  moved  in  1996  to 
free  their  grip  on  local  service.  The  Federal 
Communications  Commission  instituted 
labyrinthine  regulations  aimed  at  cracking 
open  the  local  monopolies  by  forcing  the 
Bells  to  lease  their  lines  to  rivals  at  govern- 
ment-dictated prices.  Despite  such  "com- 
petition" local  prices  rose  1 7%  in  the  next 
six  years,  slightly  outpacing  inflation  dur- 
ing a  period  in  which,  elsewhere  in  tele- 
com, prices  plunged. 

Carriers  hope  to  survive  by  focusing 
on  selling  snazzy  new  services  such  as  a 
"do  not  disturb"  feature  that  blocks  certain 
callers  at  certain  times  of  the  day,  ten-way 
conference  calls  and  the  ability  to  have  a 
Manhattan  area  code  while  living  in  Wis- 
consin. Anything,  Notebaert  says,  to  help 
telcos  move  beyond  the  doomed  business 
of  "pots" — plain  old  telephone  service. 

The  numbers  for  Net-phone  service 
now  are  deceptively  small,  numbering  no 
more  than  1%  of  total  lines.  But  that 
could  soar  to  27%  of  phone  users  world- 
wide by  2008,  according  to  the  Probe 
Group,  an  industry  research  firm.  A  par- 
allel: Wi-Fi  started  out  as  a  grassroots 
"free  spectrum"  movement  with  roughly 
250,000  home  users  in  2000.  Last  year 
American  home  users  bought  12.7  mil- 
lion Wi-Fi  transmitters  for  their  comput- 
ers, says  research  firm  In-Stat/MDR. 

That  poses  a  ready  audience  for  a  sec- 


market  with  deflationary  pricing." 


invade  rival  companies'  states,  breaching 
the  barriers  that  have  long  divided  the 
industry  into  cozy,  monopolistic  chunks. 
He  also  admits  the  new  service  won't  be  as 
good  as  the  old  phone  system,  which  was 
famously  guaranteed  to  work  99.999%  of 
the  time.  But  neither  is  cellular. 

"Customers  say:  'I've  learned  some- 
thing from  wireless.  I'm  willing  to  trade 
off  99.999%  reliability  for  price  and  fea- 
tures" such  as  mobility,  free  long  distance 
and  free  call-waiting,  says  Notebaert,  a 
veteran  industry  executive  who  started 
out  35  years  ago  at  the  original  AT&T 
monopoly's  local  Bell  in  Wisconsin.  He 


Fitch  Ratings,  as  some  companies  went 
bust  and  others  were  seen  to  be  less  than 
gilt-edged.  WorldCom  by  itself  defaulted 
on  $26  billion  in  bondholder  net  worth. 
Which  prompts  the  question:  Will 
investors  get  stuck  yet  again? 

"Our  business  models  will  have  to 
change;  we  have  to  rethink  our  network." 
says  Vinton  G.  Cerf,  who  helped  build 
the  original  Internet  and  is  now  the  head 
of  technology  strategy  at  MCI.  That 
means  giving  up  the  century-old  idea 
that  selling  phone  service  is  a  sustainable 
business.  "The  things  the  telecom  indus- 
try sells  may  become  an  adjunct  to  what's 


ond  major  threat  confronting  big  carriers: 
Voice  over  Wi-Fi,  which  lets  callers  use 
free  airwaves  to  gain  wireless  access  to  the 
Internet.  A  home  or  office  Wi-Fi  network 
for  a  laptop's  wireless  Internet  access 
provides  a  ready-made  pathway  for  Wi- 
Fi-enabled  phones.  Voice  over  Wi-Fi 
threatens  to  steal  traffic  from  the  cellular 
business  (with  $88  billion  in  annual  rev- 
enue in  the  U.S.),  already  a  harshly  com- 
petitive world  where  per-minute  prices 
have  fallen  by  half  in  the  last  three  years. 

Few  users  now  have  Wi-Fi  phones, 
since  currently  the  phones  only  work  in 
places  like  San  Antonio  Community 
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Hospital  that  have  thorough  Wi-Fi  cov- 
erage. (Leave  the  hospital,  the  phone 
stops  working.)  But  major  equipment 
makers  have  unveiled  upcoming  Voice 
over  Wi-Fi  products  aimed  at  making 
them  practical  for  average  consumers. 
Motorola,  Avaya  and  Proxim  have 
teamed  up  to  build  a  cell  phone  that, 
when  it  senses  an  available  Wi-Fi  net- 
work, will  silently  switch  to  the  free 
option,  saving  costly  cellular  minutes. 

Nokia  has  the  same  vision.  Recently  it 
unveiled  its  Wi-Fi-compatible  cell  phone. 
In  a  few  years  every  regular  cell  phone 
could  have  the  ability  to  use  a  Wi-Fi  net- 
work whenever  one  is  available,  says  Kevin 
Duffy,  who  oversees  research  at  Proxim. 

Going  yet  another  step,  phone-calling 
ability  is  migrating  to  regular  laptop  com- 
puters. Callers  will  be  able  to  use  their 
laptop's  microphone,  or  a  plugged-in  ear- 


piece, whenever  they  are  in  a  Wi-Fi  zone. 
No  phone  is  necessary.  Just  a  bit  further 
down  the  road:  new  "Wi-Max"  networks 
that  act  just  like  Wi-Fi  but  cover  distances 
of  a  mile  or  more  instead  of  just  a*  few 
hundred  feet. 

Such  developments  could  raise  ques- 
tions about  the  real  future  value  of,  say, 
AT&T  Wireless,  which  just  got  acquired  by 
Cingular  (owned  by  SBC  and  BellSouth) 
for  $41  billion  in  cash.  But  to  techies  like 
Duffy  it  makes  obvious  sense  to  take 
advantage  of  the  growing  power  and 
ubiquity  of  digital  networks,  wired  and 
wireless  alike.  Most  such  networks  are 
being  built  to  improve  Internet  access  and 
need  relatively  minor  tweaks  to  carry 
phone  traffic  as  well.  So  why  not  throw 
phone  calls  on  them,  too,  and  save  a  few 
hundred  billion?  "Voice  over  Wi-Fi,  start- 
ing in  the  office  and  spreading  to  the 


home,  is  an  inevitability,"  Duffy  vows. 
"The  only  question  is  the  time  line." 

The  rest  of  the  telecom  industry,  how- 
ever, seems  to  be  in  denial  of  the  coming 
cataclysm.  Fears  that  phone  traffic  will 
migrate  to  cheap  networks  are  grossly 
overblown,  according  to  the  Telecommu- 
nications Industry  Association,  a  leading 
trade  group.  It  forecasts  that  revenue  has 
hit  bottom  in  the  U.S.  in  every  single  cat- 
egory of  the  phone  business,  from  local  to 
toll  calls  to  wireless. 

But  if  Notebaert  is  right  and  the  $2.1 
trillion  global  communications  industry 
is  slowly  drained  of  its  core  voice  busi- 
ness, the  ultimate  effects  will  benefit  the 
economy  profoundly.  The  switch  is  like 
the  move  from  sailing  ships  to  steam 
power  in  the  19th  century,  argues  David 
Isenberg,  who  wrote  a  seminal  1997 
paper  describing  why  decentralized  "stu- 


Creeping  Competition 


How  the  Internet  will  lower  phone  prices. 


Network  owner:  AT&T 
Chris  &  Sally's  phone  company:  AT&T 
NO  CHOICE 


Until  the  breakup  of  AT&T  there  was  one  phone  company,  one  network  and  no  consumer 
choice  (1).  Following  the  breakup,  consumers  could  pick  from  several  long-distance  net- 
works, driving  prices  down.  But  consumers  remained  locked  into  their  local  phone  monop- 
oly since  only  one  line  ran  to  each  house.  Local  prices  rose  steadily  (2).  Broadband  Internet 
connections  break  that  local  monopoly.  Any  company  can  become  the  phone  company  by  dis- 


Long-distance  network 


guising  a  phone  call  as  a  bunch  of  Internet  packets  and  sending  it  through  a  broadband  con- 
nection, without  actually  owning  the  physical  wire.  These  upstart  carriers  use  the  public  In- 
ternet or,  to  ensure  better  quality,  send  it  over  private  networks  (3).  Either  way,  the  call  is 
eventually  handed  back  to  the  regular  phone  system,  allowing  calls  to  be  placed  to  anyone. 

Broadband  Internet  line  (Cable  or  DSL) 
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pid"  networks  like  the  Internet  would 
subsume  the  "smart"  phone  network. 
"Sure  the  Internet  is  going  to  kill  the 
phone  business,"  Isenberg  says.  "But  let's 
cheer,  not  wring  our  hands." 

That  seems  to  be  the  attitude  of  FCC 
Chairman  Michael  Powell.  "I  believe 
that  IP-based  services  such  as  [Voice 
over  Internet]  should  evolve  in  a  regu- 
lation-free zone,"  he  said  at  a  recent 
hearing  on  the  subject,  even  as  he  noted 
that  such  a  fundamental  change  in  tech- 
nology makes  incumbent  telcos  under- 
standably nervous. 

In  Japan,  using  the  Internet  as  a  way 
around  traditional  phone  companies  al- 
ready is  common.  Softbank  provides  phone 
service  over  its  broadband  DSL  lines  to  3.7 
million  Japanese  homes  and  businesses.  In 
the  U.S.  a  company  called  Vonage  was  one 
of  the  first  to  test  the  market  for  Net- phone 
service,  launching  in  2002.  It  now  has  more 
than  100,000  residential  customers,  who 


"If  you  don't  [provide  Internet  calling] 
next  year  or  the  one  after  that, 
you  won't  be  playing  in  the  game." 


pay  as  little  as  $  1 7  a  month,  including  taxes. 
Most  new  corporate  phone  systems  are  IP- 
ready,  according  to  Gartner.  IBM  will  re- 
portedly move  80%  of  its  300,000  workers 
to  IP  phones  within  four  years. 

In  a  world  of  Net  phones,  local 
monopolies  and  duopolies  will  no  longer 
exist;  Internet  consumers  will  have  every 
telco  in  the  country  competing  to  win 
their  business.  "You  can  now  deliver  ser- 
vice without  owning  the  connection  to 
the  customer,  and  that  is  probably  in  the 
end  the  most  important  change,"  says 
Hassan  Ahmed,  chief  executive  of  Sonus 
Networks,  a  leading  maker  of  Voice  over 
Internet  gear. 

Qwest's  Notebaert  is  going  out  of  his 


.  If 

Is  Next? 

AS  NETWORKS  BASED  ON  INTERNET  PROTOCOL 
inexorably  expand  and  begin  to  subsume 
the  local  phone  and  cellular  networks, 
what  might  the  Net  swallow  next?  Bill  Gates, 
among  others,  is  betting  the  answer  is  television. 
Phone  calls  and  TV  transmissions,  after  all,  are 
very  similar.  Both  can  be  digitized,  chopped  into 
packets  and  sent  Internet-style.  Standard  TV 
shows  fill  up  more  packets— about  30  times  as 
many,  minute  for  minute,  as  a  phone  call. 

In  October  Microsoft  launched  IPTV,  an  initiative  to  clear  away  bottlenecks  that 
keep  video  from  being  sent  around  Internet-style  networks  cheaply  and  easily.  Right 
now,  if  too  many  people  in  a  neighborhood  started  downloading  full-screen  video,  the 
network  would  quickly  become  clogged.  Microsoft  thinks  IPTV  will  play  to  its  strengths, 
ensuring  that  future  TV  technology  is  based  on  computer  technology. 

Cable  companies,  by  contrast,  fear  the  day  when  people  can  use  souped-up  Net  con- 
nections to  download,  say,  SportsCenter  directly  from  ESPN,  supplanting  the  cable  indus- 
try's current  business  of  selling  both  cable  TV  service  and  Net  access.  Cablers  are  deploy- 
ing proprietary  video-on-demand  systems  that  let  them— and  only  them— sell  individual 
shows  to  their  subscribers.  "The  last  thing  the  cable  companies  want  is  to  become  dumb 
pipes,"  says  Reggie  R.  Bradford,  chief  executive  of  N2  Broadband,  which  sells  video-on- 
demand  gear. 

The  problem  is,  the  Internet  is  one  big  dumb  pipe.  It  doesn't  know  or  care  whether 
it  is  carrying  a  Web  page,  a  phone  call  or  a  sitcom.  It's  a  pipe,  in  other  words,  perfectly 
designed  for  whacking  established  industries  over  the  head.  —  S.W. 


way  to  make  it  possible  for  his  old  local 
customers  to  switch  to  a  different  phone 
provider.  Qwest  will  sell  "naked  DSL," 
meaning  a  phone  line  that  is  used  only  as 
a  high-speed  Internet  connection.  That 
way  a  Qwest  DSL  customer  will  have  a  full 
choice  of  Internet  phone  companies.  Ver- 
izon and  SBC  don't  have  an  equivalent 
offer.  But  Notebaert  says  trying  to  lock 
customers  in  will  only  send  them  running 
to  cable  rivals  for  phone  service  and 
Internet  access. 

As  voice  revenue  fades,  carriers  must 
use  the  same  cheap  networks  to  sell  a 
bundle  of  other  services  instead.  AT&T  has 
a  new  ad  campaign  dubbing  itself  "the 
world's  networking  company,"  selling  its 
ability  to  host  Web  sites,  manage  corpo- 
rate networks  and  offer  other  on-demand 
information  technology  services.  MCI  is 
doing  much  the  same.  So  is  Sawis  Com- 
munications, which  just  bought  the  assets 
of  Cable  &  Wireless.  Like  Notebaert,  Sawis 
Chief  Executive  Robert  McCormick  is  op- 
timistic about  selling  cheap  services,  even 
as  he  warns  investors  that  the  industry 
must  shrink:  "The  whole  pie  is  going 
down — by  a  lot.  There  is  just  a  tremen- 
dous amount  of  dollars  out  there  to  be 
squeezed  out,  still." 

The  problem  may  be  that  too  many 
companies,  weak  and  strong,  all  have  the 
same  idea.  The  industry  badly  needs  to 
consolidate,  says  Carl  Grivner,  chief  exec- 
utive of  XO  Communications,  which  sells 
phone  and  Internet  service  to  businesses, 
and  which  is  a  year  out  of  a  bankruptcy 
that  wiped  out  $4.5  billion  in  debt.  "I 
don't  think  the  industry  is  well  structured 
to  move  forward,"  he  worries. 

To  cope  with  revenue  declines  Verizon 
has  cut  57,000  employees  in  the  past  three 
years  (22%  of  its  work  force),  Qwest  20,000 
(30%)  and  AT&T  23,000  (27%).  Even  some 
growing  cell  phone  companies  have  re- 
cendy  cut  back  Sprint  PCS  cut  2,300  work- 
ers last  year,  despite  adding  2.6  million  sub- 
scribers. Huzzah  for  consumers,  bad  news 
for  owners  of  stocks  and  bonds.  F 
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Snapper's  Delight 

Spring  brings  a  bumper  crop  of  digital  cameras.  Here's  how  to  pick  'em. 


BY  STEPHEN  MANES 

FASTER,  SMALLER,  CHEAPER,  BETTER.  THAT'S  THE  INCES- 
sant  drumbeat  of  digital  electronics,  and  cameras  march 
to  the  rhythm.  Several  years  ago  buying  a  digital  camera 
was  a  definite  maybe.  Today  it's  hard  to  make  a  case  for 
film.  Amateurs  are  learning  the  secret  that  great  photog- 
raphers always  knew:  If  you  want  great  pictures,  take  lots  of 
them.  With  digital  photography,  doing  that  costs  almost  noth- 
ing, and  today's  cameras  are  easy  to  use  and  produce  photos  nice 
enough  to  satisfy  almost  anybody. 

Faster  Digital  cameras  have  traditionally  made  you  wait  too 
long  between  the  time  you  mash  down  the  button  and  the  time 
the  camera  snaps  the  picture,  and  then  before  you  can  take  the 
next  shot.  Now  those  waits  are  getting  shorter. 

Smaller  Today's  entry-level  models  weigh  less  than  half  a 
pound,  including  batteries  and  memory.  Some  full-featured 
models  are  smaller  than  a  deck  of  playing  cards. 

Cheaper  Four  years  ago  a  1.3-megapixel  camera  that  could 
deliver  so-so  4-by-6  prints  cost  about  $400.  Today  $250  will  buy 
you  a  3-megapixel  model  with  a  zoom  and  output  good  enough 
to  make  decent  8-by-10s. 

Better  Overall  image  quality  keeps  improving.  Entry-level 
cameras  now  come  with  usable  LCDs  and  special  adjustments 
that  improve  your  picture-taking. 

Head  to  a  camera  or  electronics  store  or  the 
Web,  and  you  may  be  bewildered  by  the  ever- 
expanding  crop  of  cameras.  Do  you  really 
need  to  spend  $1,000,  or  will  a  $200  model 
suit  you  just  fine?  Cheaper  models 
from  name-brand  makers  can  be 
remarkably  good,  but  it's 
possible  to  buy  a  lemon. 
Here's  a  look  at  16  cam- 
eras in  four  categories 
that  cover  the  gamut. 

BASIC  SHOOTERS 

IF  YOU  MOSTLY  TAKE  SNAP- 
shots  and  rarely  blow  them  up  as  ^ 
big   as   8-by-10,    Panasonic  Lumix 
you'll  do  fine  with  DMC-LC50. 


a  basic  3-megapixel  camera  and  a  3X  optical  zoom  lens.  (Ignore 
digital  zoom  specs;  they're  essentially  useless.)  Anything  less 
amounts  to  a  toy,  a  gadget  or  a  fashion  statement.  Good  low-end 
models  have  been  slimming  down;  their  front-to-back  dimen- 
sions of  about  an  inch  and  a  half  allow  them  to  fit  easily  into 
pockets  and  pocketbooks. 

Today  you  can  find  the  Olympus  D-540  Zoom  for  $180,  the 
Panasonic  Lumix  DMC-LC50  for  $250  and  the  Canon  PowerShot 
A75  for  $300.  They  all  produce  good  pictures,  but  I  found  the 
Panasonic  to  be  the  best  deal  of  the  lot.  It  delivers  the  sharpest 
photos  at  point-and-shoot  settings  and  has  the  simplest  user 
interface  of  any  digital  camera  I've  ever  tested.  The  Canon  is  a 
bit  more  complicated,  and  the  Olympus  D-540  Zoom,  like  most 
current  Olympus  cameras,  is  downright  awkward  to  use.  And 
though  the  manuals  for  the  Panasonic  and  Canon  are  surpris- 
ingly clear  and  thorough,  Olympus  offers  only  a  simple  manual 
on  paper  and  supplies  the  details  on  CD-ROM — not  exactly  use- 
ful when  you're  out  in  the  field  trying  to  master  a  subtle  effect. 

These  cameras  are  fairly  slow.  The  Olympus  is  the  pokiest, 
forcing  you  to  wait  about  3  V:  seconds  between  shots.  Panasonic 
comes  in  at  2  lh  seconds,  Canon  about  2.  All  three  offer  a  burst 
mode  that  lots  you  hold  down  the  shutter  and  tire 
/v^V  off  several  shots  in  a  hurry,  but  the  Olympus 
^\  does  so  only  in  a  low-quality  mode.  If  you 
\   want  a  camera  in  this  price  range,  go  for  the 
Panasonic  or  the  Canon.  Or  check  out  the 
Konica  Minolta  Dimage  Xg  below. 

LITTLE  WONDERS 

PAY  A  BIT  MORE  AND  YOU  CAN  GET  A 
camera  that's  downright  lilliputian, 
with  even  better  resolution.  That 
makes  it  far  more  likely  you'll  take 
your  camera  wherever  you  go. 
The  slim  $400  4-megapixel  Casio  Exilim 
EX-Z40  is  an  interesting  idea  for  a  camera.  As 
it  recharges  in  its  cradle,  you  can  set  the  largish 
screen  to  display  a  slide  show  of  your  favorite 
snaps.  Its  clever  onscreen  menu  has  special 
modes  for  shooting  things  like  portraits  and 
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landscapes.  But  after  the  first  couple  of 
shots  the  camera  slows  to  a  crawl,  and 
the  unit  I  tried  had  a  showstopping 
defect:  The  left  sides  of  pictures  were 
visibly  out  of  focus. 

Nor  was  I  taken  with  the  some- 
what bulky  $350  Olympus  Stylus 
410.  The  clunky  interface,  a  slight  red- 
dish cast  to  its  shots  and  some  awk- 
wardness with  the  water-resistant 
sliding-door  design  made  me  want  N 
to  say  "Cheese" — but  didn't  make  me 
want  to  smile. 

The  litde  $300  Konica  Minolta  Dimage 
Xg  is  as  thin  as  they  come,  thanks  to  a  lens 
that  resides  entirely  in  the  case  and 
doesn't  need  to  telescope  outward.  But 
the  lens  aperture  in  the  upper-left-hand 
corner  makes  the  unit  awkward  to  hold; 
the  photos  I've  taken  with  its  very  similar 
predecessor  often  feature  a  view  of  my  left 
thumb.  Though  the  unit  starts  up  quickly, 
it  can  be  a  bit  slow  to  autofocus,  and  its  3- 
megapixel  images  are  somewhat  soft.  But 
it's  very  easy  to  tote  around. 

I  tested  late  prototypes  of  Sony's  DSC- 
Wl  and  Cyber-shot  DSC-P100,  which  may 
differ  a  bit  from  final  versions.  Both  cost 
$400  and  use  the  same  image-processing  system  I  liked  in  Sony's 
excellent  DSC-T1  (FORBES,  Jan.  12),  which  makes  for  the  shortest 
shutter  lag  I've  seen  in  anything  under  $1,000 — basically,  you 
press  the  button  and  less  than  a  third  of  a  second  later  you  get 
the  picture.  Both  have  excellent  burst  modes  and  can  shoot  good 
video  at  640x480  pixels.  But  I  found  the  Wl  much  faster  shot-to- 
shot  than  the  Cyber-shot  PI 00.  (Sony  says  that  final  models 
should  perform  identically.)  And  I  liked  its  bigger  screen. 

With  its  now-classic  Elph  design,  the  $500  Canon  PowerShot 
S500  seems  like  an  old  friend.  It  has  most  of  the  capabilities  of 
the  Sonys,  plus  some  extras  like  a  clever  "stitch  assist"  mode  that 
helps  you  align  shots  for  computerized  merging  into  wide 
panoramas.  But  the  delay  between  clicking  the  shutter  and  tak- 

Whafs  Out  There? 


ing  the  picture  feels  signifi- 
cantly longer  than  with  the 
Sonys,  and  it's  slower  shot-to- 
shot  than  the  Wl.  Still,  the 
5-megapixel  images  seem  to 
deliver  color  and  sharpness  a  bit 
better  than  Sony's  prototypes. 
Close  call  here  between  the  Tl,  the 
Wl  and  the  S500. 

MEGAPIXEL  MONSTERS 

A  NEW  8-MEGAPIXEL  IMAGE  SENSOR 
has  created  an  entirely  new  category:  the 
single-lens-reflex  that's  not.  These  cameras  have 
the  look  and  heft  of  a  traditional  SLR,  but 


Canon  PowerShot  S500;  Olympus  D-540  Zoom;  Casio  Exilim  EX-Z40  on  charging  stand. 

though  you  still  compose  shots  through  the  lens,  you  use  an 
electronic  viewfinder  in  place  of  the  old  mirror-and-prism  one. 
And  though  the  lens  is  not  removable,  it  can  typically  zoom  over 
7X  from  wide  angle  to  telephoto.  Cameras  in  this  class  generally 
cost  about  $1,000  and  include  the  mammoth  Sony  DSC-F828, 
Canon's  relatively  compact  PowerShot  Prol,  the  boxy  Olympus 
C-8080  Wide  Zoom  and  Nikon's  Coolpix  8700  (which  I  didn't 
test).  Konica  Minolta's  Dimage  A2  goes  for  $1,100.  And  the  $900 
Fujifilm  FinePix  S20  has  a  similar  design  that's  built  around  the 
company's  own  6-megapixel  sensor. 

Unfortunately,  every  one  of  these  cameras  has  the  same  draw- 
back: that  electronic  viewfinder  (EVF),  a  second  LCD  that  shows 
you  the  image  when  you  put  your  eye  to  the  glass.  In  theory  it 
should  be  great  because  it  displays  cam- 
era settings  and  frames  pictures  almost 
perfecdy  on  its  hundreds  of  thousands  of 
pixels.  In  practice  it's  awful  because  the 
magnified  image  looks  grainy  to  the 
point  of  losing  significant  detail  and  cre- 
ating annoying  shimmers  and  moire  pat- 
terns that  won't  appear  in  the  final  shot. 
Moreover,  the  sensors  are  slow  to 
respond  to  changes  of  light,  rendering 
them  temporarily  useless  if  you  pan  from 
a  dark  room  to  a  bright  window  or  vice 
versa.  And  none  of  these  models  has  a 
particularly  large  LCD  on  the  back . 


CAMERA  TYPE 

PRICE 

PROS 

CONS 

Basic  shooters 

$l50-$300 

Good  for  casual  photography; 
relatively  simple,  yet  have  all  the 
features  most  users  need. 

Relatively  slow; 
low  resolution. 

Little  wonders 

$300-$600 

Extra  portability  and,  often, 
resolution;  faster  response. 

You  pay  for  elegance. 

Megapixel  monsters 

$900-$l,IOO 

Sharp,  clear  pictures  and 
a  zoom  lens  with  lots  of  range. 

Electronic  viewfinder  can 
be  hard  to  use;  cameras 
are  large  and  heavy. 

Digital  SLRs 

$1,000 
and  up 

Bright  viewfinder;  interchangeable 
lenses;  myriad  features. 

Big  and  bulky; 
no  audio  or  video. 
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It's  hot  and  cool  at  the  same  time. 
The  Xerox  Phaser8  8400  is  the  fastest  color 
printer  in  the  world  for  under  $1000.* 
There's  a  new  way  to  look  at  it. 


iizzling  performance.  Refreshing  price.  Not  only  does 
he  Xerox  Phaser  8400  deliver  24  pages  per  minute 
n  black  and  white,  but  it  produces  brilliant  color 
■riots  at  the  same  dazzling  speed.  For  under  $1000! 
>olor  is  consistently  clear  and  vivid,  print  after  print, 
our  first  page  out  is  an  industry-leading  6  seconds. 


And  when  it  comes  to  convenience,  nothing  is  cooler 
than  the  Phaser  8400's  unique  and  reliable  solid-ink 
technology  which  makes  changing  our  ink  fast, 
simple,  and  clean.  In  fact,  our  entire  line  of  color 
printers  is  based  on  the  hot  idea  that  color  printing 
should  be  easy.  To  learn  more,  contact  us,  today.  Cool. 


earn  more:  xerox.com/office/1963  Or  call:  1-877-362-6567  ext.  1963 

3ased  on  manufacturers  rated  speed  and  estimated  retail  price 

2004  XEROX  CORPORATION  All  rights  reserved  XEROX*  The  Document  Company"  Phaser  and  There's  a  new  way  to  look  at  it  are  trademarks  of  XEROX  CORPORATION 


The  Document  company 

XEROX 


Tacimology  Digital  Tools 


If  you  can  get  past  the 
EVF  problem,  you  could  be 
happy  with  any  of  these 
models,  which  all  deliver 
top-notch  results.  With 
3-megapixel  cameras,  a  test 
shot  showed  what  looked 
like  a  well-groomed  lawn; 
with  8-meg  models,  the  lawn 
was  revealed  to  be  an  unruly 
mess  of  weeds. 

Each  of  these  cameras 
has  its  quirks.  The  Sony's 
giant  lens  can  swivel  up  and 
down,  but  it  tends  to  feel 
top-heavy  in  your  hands. 
The  Canon  stuffs  its  features 
into  a  compact  package,  but 
the  zoom  ring  lacks  smooth- 
ness. The  Konica  Minolta 
includes  electronic  image 
stabilization  that  helps  min- 
imize shake  at  telephoto  settings,  as  well  as  a  viewfinder  and  LCD 
that  can  tilt  to  let  you  hold  the  camera  at  lower  angles.  The  Olym- 
pus has  a  tiltable  LCD  along  with  a  power  zoom.  The  Fuji 
offers  power  and  manual  zooming  in  the  same  box. 

You  definitely  need  to  try  before  you  buy.  These  cameras  feel 
very  different  from  one  another  and,  thanks  to  those  pesky 
viewfinders,  different  from  almost  anything  else  you  may  have  tried. 

DIGITAL  SLRS 

THE  CLASSIC  SINGLE-LENS  REFLEX  IS  STILL  AROUND,  ONLY  NOW  IT 
has  gone  digital.  And  digital  models  are  getting  cheaper.  The  first 
to  hit  the  $1,000  price  point  was  Canon's  EOS  Digital  Rebel.  Now 


Three  More  Things  You'll  Need 


BATTERIES  Digital  cameras 
have  a  way  of  guzzling  electric- 
ity, so  you  definitely  want  a 
backup.  The  smallest  cameras 
typically  get  their  slimness  from 
using  proprietary  rechargeable 
batteries,  which  means  you  have 
to  buy  a  pricey  extra  battery  if 
you  want  to  be  sure  of  having 
juice  when  the  first  runs  out. 

But  bigger  cameras  often 
offer  double-duty  choices— 
rechargeables  for  everyday  use, 
disposables  in  a  pinch.  Cheaper 
models  typically  come  with  dis- 
posable alkalines  and  let  you 
bring  your  own  rechargeable 
NiMH  cells  if  you  like;  top-shelf 
units  like  Nikon's  D70  come 


with  a  rechargeable  battery  but 
can  accept  disposable  CR2 
Lithium  cells. 

MEMORY  CARDS  Cameras 
come  with  undersize  cards  or, 
increasingly,  with  no  card  at  all. 
Get  the  biggest  card  you  can  af- 
ford. Some  high-end  cameras  let 
you  choose  between  two  for- 
mats, but  most  force  you  to  use 
one  particular  style.  If  you  have 
a  collection  of  decent-size  cards 
from  an  older  camera  or  a  device 
like  an  MP3  player,  look  at  com- 
patible cameras  first. 

With  high-end  cameras, 
consider  buying  high-speed 
memory.  Older,  slower  memory 
will  usually  work,  but  it  can 

without  draining  the  batter- 
ies so  that  they're  ready  to 
shoot  whenever  you  are. 
Their  6-megapixel  sensors 
deliver  excellent  images;  in 
side-by-side  comparisons 
using  both  makers'  cheap- 
est zoom  lens  in  point- 
and-shoot   modes,  I 
found  that  the  Canon 
delivered  slightly  richer 
color  and  greater  sharp 


momentarily  delay  you  from 
shooting,  and  with  slower  mem- 
ory, some  functions,  like  record- 
ing the  highest-quality  video, 
may  be  unavailable. 
DETAILS  Two  good  Web  sites  for 
comprehensive  camera  reviews 
are  imaging-resource.com  and 
dpreview.com.  If  you  want  to  find 
out  what  a  camera  will  feel  like 
and  what  its  images  will  look  like, 
these  sites  will  give  you  more 
information  than 
you  ever  knew 
you  wanted. 
-S.M. 


SLR  for  /  . 
$1000,  not 
counting 
the  lens. 


Konica  Minolta  Dimage  Xg;  Fujifilm  FinePix  S20;  Sony  DSC-F828;  Canon  EOS  Digital  Rebel. 


comes  Nikon  with  its  D70 — a  bit  of  a  cheat,  because  its  $  1 ,000  price 
does  not  include  a  lens,  but  Nikon  will  throw  one  in  for  $300. 

The  big  advantage  of  the  traditional  SLR  design  is  that  it  lets 
you  use  interchangeable  lenses,  including  those  from  film  SLRs.  But 
if  you  want  a  truly  wide-angle  lens,  you  might  have  to  buy  a  special 
one.  Proud  scions  of  their  film  forebears,  these  SLRs  don't  handle 
audio  or  video,  and  they  have  big  batteries,  bright  optical  viewfind- 
ers, and  fast,  sophisticated  autofocus  and  exposure  algorithms  that 
you  can  override  at  the  touch  of  a  button.  They  also 
have  speed  to  burn,  and  you  can  leave  them  on 


ness.  But  the  Nikon  has  a  greater  range  of  features,  including  such 
subtleties  as  the  ability  to  minutely  regulate  the  built-in  flash.  And 
both  cameras  let  you  tweak  images  almost  infinitely.  For  many  peo- 
ple the  choice  between  the  two  will  be  a  matter  of  which  lenses  they 
already  own.  About  the  only  thing  wrong  with  these  SLRs  is  their 
mass.  Trudge  around  dangling  one  from  your  neck  for  a  day  or  two 
and  you  may  long  for  something  smaller.  The  industry  will  be 
happy  to  oblige.  F 


Forbes 


Stephen  Manes  (steve@cranky.com)  was  cohost  of  Digital  Duo  and  has  been  covering 
technology  for  two  decades.  Visit  his  home  page  at  www.forbes.com/manes. 
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Sophisticated  Investing  Tools 

to  Take  Success  to  the  Next  Level 


Use  QCharts  for  30  days  FREE. 


With  real-time  hotlists,  extensive 
news,  and  the  best  streaming 
technology  in  the  business,  QCharts 
has  the  tools  you  need  to  make 
'nformed  buy  &  sell  decisions. 


QCharts  30  Days  FREE. 
Go  to  QCharts.com 

Or  call  1-866-TICKERS  today. 
Offer  Code:  FRBTRIAL 


*  -V— T  8  J— 

Z  Mjiiiiiiiijigma&fc/^te 

PS.  ,- 

Ipll 

»-»»«.- 

Try  our  FREE  trial  offer  and  experience  the 
QCharts  edge: 

•  Historical  Data 

Get  4  years  of  intra-day  tick  data  AND  10  years 
of  end-of-day  tick  data  at  your  fingertips. 

•  Reliability 

Access  fast  and  reliable  real-time  data  direct 
from  up  to  15  exchanges. 

•  Unmatched  Flexibility 

No  limit  to  symbols,  studies,  charts  and 
workspaces. 

•  Customizable 

View  the  data  you  need,  your  way.  Tailor  any  of 
100+  technical  indicators  and  overlays  to  fit 
your  trading  strategy. 

•  Ease  of  Use 

QCharts  has  advanced  tools  that  work  with  you 
to  achieve  your  goals. 

But  don't  just  take  our  word  for  it.  Try  QCharts  for 
30  days  free,  and  take  success  to  the  next  level. 


QCharts  is  a  registered  trademark  of  Lycos,  Inc. 


modern  luxury 


fear  not.  we  do  multiple 
wake-up  calls. 


A  piliow  top  mattress.  250  thread  count  sheets.  The  exceptionally  comfortable  Heavenly  Bed? 
Try  and  stay  awake  long  enough  to  appreciate  it. 

Visit  westin.com  for  best  rates  guaranteed,  or  call  1-800-WESTIN1  or  your  travel  planner. 

STARWOOD   PREFERRED  GUEST* 


MEMBER 


WESTir 

HOTELS  8.  RESOR 

westin.com 


f     •     Heavenly  Bath* 


See  westin.com  (or  complete  details  on  Best  Rates  Guaranteed.  ©2004  Starwood  Hoteis  &  Resorts  Worldwide,  Inc. 


The  Power  of  Positive  Hotel-Keeping     Plane  Sense:  The  New  Normal  of  Airline  Travel 

ON  THE  ROAD  AG  A  IN,  AT  LAST 


After  almost  four  years  of  distractions,  business  travelers  are  finally  hitting  the  road  again. 
They'll  find  that  hotels  and  airlines  have  substantially  changed  how  they  do  business  — 
they  now  offer  a  surprisingly  wide  range  of  useful  new  products  and  services. 


f  it  wasn't  one  thing,  it  was  another.  For  almost  four 
years,  the  travel  world  was  turned  upside  down  and 
once-peripatetic  business  travelers  were  chained  to 
heir  desks.  But  as  the  economy  picks  up  and  the  general 
business  climate  improves  this  year,  corporate  travelers  are 
leading  back  to  airports  and  hotels  around  the  world. 
I  What  they'll  find  is  a  vastly  different  environment 
or  business  travel. 

After  years  of  retrenchment,  major  airlines  are  growing 
again,  resuming  service  on  important  business-travel 
outes  and  rebuilding  in-flight  services.  Alternate 


carriers  are  stronger  than  ever  and  hurriedly  adding 
business-class  services  to  appeal  to  the  corporate 
traveler.  New  hotels  are  opening  in  major  business 
centers  around  the  world  and  hoteliers  are  tweak- 
ing their  properties  with  better  spas,  better  beds, 
better  food  and  crisper,  more  focused  service.  And, 
miraculously,  prices  are  down,  too. 

If  a  chorus  of "  Happy  Days  Are  Here  Again"  isn't  quite 
appropriate,  at  least  business  travelers  can  hit  the 
road  in  coming  months  confident  that,  finally,  things 
are  getting  a  little  better  all  the  time. 
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The  Power  of  Positive  Hotel-Keeping 

Hotels  are  making  dramatic  improvements  in  basic 
but  vital  areas  of  the  guest  experience.  Business 
travelers  will  find  that  hotels  are  simplifying  their 
pricing,  automating  the  check-in  and  check-out 
processes  and  upgrading  fitness  centers. 


n  the  crazy-quilt  world  of  business 
travel,  executives  can  usually 
depend  on  one  thing:  a  good  room 
at  a  good  hotel.  The  nation's  major 
hotel  chains  do  a  terrific  job  of 
offering  guests  all  the  basics  the  corpo- 
rate traveler  needs  to  do  his  or  her  job. 

So  as  business  travelers  return  to  the 
road,  hoteliers  have  been  concentrat- 
ing their  efforts  on  the  other  facets  of 
the  hotel  experience.  They  are  making 
positive  changes  in  areas  such  as 
check-in  and  check-out  (guest  surveys 
consistently  say  these  two  areas  are 
often  the  most  frustrating  and  time- 
consuming  part  of  a  hotel  stay)  and  fit- 
ness centers.  Hotels  have  even  begun 
taking  the  mystery  out  of  their  pricing 
and  making  Internet  booking  a  less 
frustrating,  more  reliable  and  more 
time-efficient  process. 

SANITY  IN  ONLINE  PRICING 


The  rapid  growth  of  the  Internet  cre- 
ated a  bedeviling  problem  for  major 
hotel  chains.  With  so  many  Web  sites 
cutting  private  deals  with  individual 
hotels  in  the  chains,  customers  never 
knew  where  to  find  the  best  rates 
online.  Worse,  the  chain's  own  Web 
site  was  net  likely  to  offer  anything 
near  the  lowest  rate  on  all  the  proper- 
ties flying  the  brand's  flag. 

In  recent  years,  however,  the  chains 
have  responded  with  "best  rate"  guar- 
antees for  their  proprietary  Web  sites. 
They  guarantee  that  customers  surfing 
the  chain's  site  can  book  with  confi- 
dence, knowing  that  they  have  found 
the  lowest  rate  available  at  any  of  the 
brand's  properties. 


A  representative  offer  in  this  area  comes 
from  Carlson  Hotels  Worldwide,  the  parent 
of  the  Radisson  and  Park  Plaza  brands.  The 
company's  new  program  ensures  that 
guests  will  find  the  best  room  rate  on 
the  hotel-brand  Web  site  of  Radisson 
(www.radisson.com)  and  Park  Plaza 
(www.parkplaza.com)  The  guarantee 
covers  more  than  425  Radisson  locations 
in  61  countries  and  nearly  40  Park  Plaza 
locations  in  12  countries. 


SNOOPER  STOPPER:  THE  SAFER  LAPTOP 


Business  travelers  naturally  worry  about 
the  safety  of  their  portable  computers. 
Today's  generation  of  smaller  and  lighter 
laptops  are  easy  to  steal  and  easy  to  lose. 

But  there's  an  even  bigger  laptop-safety 
issue:  snoopers.  A  recent  Kelton  Research 
survey  reports  that  nearly  three  out  of  four 
people  admit  to  peeking  at  someone  else's 
computer  screen. 

Snooping  can  take  place  anywhere: 
offices,  train  stations,  airport  terminals  and, 
of  course,  on  an  airplane,  where  tight  seats 
mean  business  travelers  sit  cheek-by-jowl 
working  on  some  of  their  firm's  most  sen- 
sitive data.  In  fact,  nine  out  of  ten  business 
travelers  admit  to  glancing  over  the  shoul- 
der of  an  unsuspecting  fellow  passenger. 

There  is  a  solution  for  your  seatmate's 
prying  eyes:  3M  Privacy  Filters.  Using  the 
company's  unique  microlouver  technology, 
which  works  like  mini-blinds  on  windows, 
the  3M  Filters  block  the  screen  to  anyone 
viewing  from  the  side  of  the  laptop  moni- 
tor. People  sitting  directly  in  front  of  the 
screen  are  able  to  see  on-screen  docu- 
ments. From  the  side,  however,  snoopers 
see  a  dark,  blank  screen. 

"This  technology  is  especially  useful 
when  sitting  close  to  people  in  public 
places  such  as  airplanes,  where  [work- 
space] is  in  close  proximity,"  explains  3M 
optics  engineer  Sharon  Middendorf.  "The 
computer  screen  appears  dark  from  the 
side,  so  neighbors  can't  steal  glances  at 
what  the  computer  user  is  working  on." 

The  Privacy  Filters  for  notebook  and  lap- 
top computers  offer  a  virtually  hidden 
attachment  system  that  allows  the  filter  to 
fit  snugly  inside  the  bezel  of  the  screen. 
The  filter  remains  on  the  screen  at  all 
times,  stays  in  place  when  the  notebook  is 
closed  and  requires  no  special  storage. 

Depending  on  size,  filters  cost  between 
$50  and  $100.  For  more  information,  call 
800-553-9215  or  surf  to 
www.3M.com/computerfilters 


S  T  A  Y 


BUSY 


Comeio  work.  Come  to  play.  At  Radisson,  you  decide  what  works  for  you.  And  leave  the  rest  to  us. 
Next  trip,  stay  your  own  way.  Book  your  reservation  online  at  www.radisson.com  or  call  1-800-333-3333. 
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"  Make  every  stay  at  Radisson  even  more  rewarding.  Show  your 

Radisson  Cold  Rewards®  card  at  check-in  and  earn  valuable  Cold  Points® 


HOTELS  &  RESORTS 


STAY  YOUR  OWN  WAY 


nUVLII  I  IJLIVILI1  I' 


'    A  Westin  workout  facility 


How  confident  is  Carlson  that  guests 
will  find  the  best  rate  on  the  Radisson 
and  Park  Place  Web  sites?  If  a  customer 
does  find  a  lower  rate  online,  that  lower 
rate  will  be  honored  with  an  additional 
25%  discount. 

"We  want  our  customers  to  know  that 
we  value  their  time,"  explains  Brian 
Stage,  Carlson's  executive  vice  president 
for  sales,  distribution  and  reservation 
services.  "With  the  popularity  of  the 
Internet  and  the  large  number  of  travel 
Web  sites  available,  customers  can 
spend  hours  searching  for  the  best  rate. 
We  want  our  guests  to  know  that  we  will 
work  hard  to  ensure  that  the  best  avail- 
able online  rate  is  on  our  brand  sites. 
Customers  no  longer  need  to  waste 
valuable  time  checking  numerous  sites." 

ELIMINATING  CHECK-IN  AND 
CHECK-OUT  HASSLES 

Hoteliers  are  also  working  to  elimi- 
nate hassles  when  business  travelers 
check  into  their  hotels.  Although  front 
desks  aren't  likely  to  disappear  anytime 
soon,  several  hotel  chains  are  testing 
kiosks  to  speed  up  the  check-in  and 
check-out  processes. 

The  concept  is  similar  to  the  check-in 
kiosks  that  many  major  airlines  now  use 
at  airports  around  the  country.  Hilton 
and  Marriott  are  testing  kiosks  at  select- 
ed hotels.  And  so  is  Starwood,  the  par- 
ent of  the  Westin,  Sheraton,  W,  Four 
Points  and  St.  Regis  hotel  brands. 


Starwood  is  testing  self-service  kiosks 
in  the  lobbies  of  the  1,215-room 
Sheraton  Boston  and  the  509-room  W 
New  York-Times  Square. 

How  do  hotel  kiosks  work?  In  Starwood's 
case,  a  guest  swipes  a  credit  card,  the 
kiosk  pulls  up  the  reservation,  the  guest 
confirms  the  reservation,  keys  are 
issued  and  a  printed  receipt  informs  the 
guest  of  the  room  rate  and  room  num- 
ber. At  check-out  time,  the  guest 
swipes  the  credit  card  and  the  kiosk 
pulls  up  the  guest's  folio,  allows  the 
guest  to  confirm  the  charges  and  then 
prints  out  the  bill. 

The  kiosks  have  proven  especially 
useful  at  busy  check-in  and  check-out 
times  because  they  allow  guests  to 
bypass  the  lines  at  the  front  desk. 
Starwood  estimates  check-in  takes  less 
than  45  seconds  using  the  kiosks  while 
using  a  traditional  front  desk  takes  sev- 
eral minutes. 

"We  are  delighted  to  have  the  kiosk  in 
our  lobby,"  says  Doug  Ridge,  general 
manager  of  the  Sheraton  Boston  Hotel. 
"Travelers  appreciate  the  kiosks'  func- 
tionality, especially  when  they  are  on 
the  run  and  want  to  get  in  or  out  fast." 

GETTING  FITNESS  ROOMS  IN  SHAPE 

As  hotels  begin  to  tailor  their  proper- 
ties to  the  needs  of  business  travelers,  it 
is  clear  that  one  area  ripe  for  improve- 
ment is  the  in-house  fitness  center.  A 
recent  survey  of  business  travelers  by 


Lieberman  Research  Worldwide  finds 
that  many  business  travelers  believe 
hotels  do  not  offer  adequate  fitness  facil- 
ities. By  an  overwhelming  majority,  they 
told  Lieberman  that  hotel  fitness  centers 
were  inconsistent  and  overcrowded, 
with  substandard  and  sometimes  bro- 
ken equipment.  Two-thirds  said  hotel  fit- 
ness centers  "feel  like  an  afterthought." 

One  hotel  has  taken  notice  and  done 
something  about  it.  In  an  effort  to  up 
the  ante  in  the  hotel  fitness  arena, 
Westin  Hotels  has  partnered  with 
sports  giant  Reebok  to  develop  a  fit- 
ness and  wellness  program  called 
WestinWORKOUT  Powered  by  Reebok. 
Rolling  out  this  year  in  all  Westin  hotels 
in  North  America,  WestinWORKOUT 
includes  custom-designed  fitness 
rooms  with  LifeFitness  and  Precor 
strength  and  cardio  equipment.  Each 
room  also  features  a  Reebok  Core 
Training  Zone,  which  offers  Core 
Boards,  medicine  balls,  stability  balls, 
resistance  bands  and  a  selection  of 
integrated  20-,  40-  and  60-minute  work- 
out programs. 

Reebok  and  Westin  have  also  devel- 
oped an  innovative  in-room  workout  cen- 
tered around  Westin's  Heavenly  Bed.  The 
workout  is  a  yoga-  and  Pilates-inspired 
regimen  that  can  literally  be  done  in  bed. 
The  Heavenly  Bed  Workout  will  be  avail- 
able in  all  Westin  guest  rooms  on  the 
chain's  custom  television  channel. 
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Plane  Sense:  The  New  Normal  of  Airline  Travel 

As  the  economy  rebounds,  airlines  are  rushing 
to  offer  coveted  amenities  —  premium-class  seats, 
new  nonstop  flights  and  hassle-free  airport  check-in 
—  to  time-pressed  business  travelers. 


Imost  three  years  after  9/11, 
airlines  are  still  struggling 
to  adjust  to  the  dramatic 
changes  in  passenger  traffic 
and  business-travel  atti- 
tudes. But  as  the  economy  rebounds 
and  business  travelers  take  to  the  skies 
again,  many  airlines  are  beginning  to 
offer  intriguing  new  services  and  useful 
amenities. 

Here's  a  brief  look  at  some  of  the  most 
important  facets  of  the  new  normal  of  cor- 
porate business  travel  by  air. 

PREMIUM  CLASS  AT  LOWER  PRICES 

Two  airlines,  Alaska  Air  and  America 
West,  have  drastically  revised  their 
fare  structure  and  that  has  meant 
greater  availability  of  first-class  seats 
at  sharply  reduced  prices.  Another 
carrier,  AirTran,  is  eliminating  its  com- 
muter-jet operation  and  will  soon  be 
flying  the  regional  routes  with  Boeing 
717s  equipped  with  AirTran's  spa- 
cious business-class  service.  And  a 
fourth,  all-coach  ATA  Airlines,  is 
equipping  its  entire  fleet  of  jets  with 
business-class  cabins. 

The  bottom  line:  After  nearly  disap- 
pearing in  the  leanest  days  after  9/11 , 
domestic  premium-class  travel  is 
enjoying  a  substantial  rebound  this 
year.  However,  there  is  no  simple, 
surefire  way  to  find  low-priced  first- 
class  service  or  business-class  seats. 
Your  best  bet:  Check  with  your  travel 
agent  or  corporate  travel  adviser  and 
ask  if  there  is  a  reasonably  priced  pre- 
mium-class option  on  your  next  flight. 
You'll  be  surprised  to  learn  that  a  seat 
up  front  now  often  costs  less  than  a 
trip  in  coach. 


MORE  LONG-HAUL  NONSTOP  SERVICE 

While  the  rest  of  the  airline  industry  strug- 
gles to  regain  its  financial  equilibrium,  one 
segment  of  travel  is  undoubtedly  entering  its 
golden  age.  Thanks  to  a  new  wave  of  long- 
haul  jets  such  as  the  Airbus  A340-500,  inter- 
national carriers  are  launching  a  raft  of  non- 
stop flights  between  the  United  States  and 
distant  global  outposts  of  world  commerce. 

The  long-haul  parade  began  in  February 
when  Singapore  Airlines  began  flying 
nonstop  between  Los  Angeles  and 
Singapore.  The  18.5-hour  flight,  the 
world's  longest  nonstop,  cuts  up  to  3 
hours  off  the  previous  connecting  flying 
time  between  California  and  Singapore. 
To  accommodate  the  very  long  flying 
time,  Singapore  Airlines  has  crafted  its  in- 
flight service  accordingly.  The  A340-500s 
on  the  route  feature  just  64  seats  in 
Singapore's  sybaritic  Raffles  business 
class  and  only  117  seats  in  the  airline's 
upgraded  coach  cabin.  Each  cabin  also 
has  its  own  in-flight  lounge  where  pas- 
sengers can  meet,  mingle,  relax  and 
while  away  the  flying  time.  Singapore 
Airlines  launches  18-hour  New  York- 
Singapore  nonstop  flights  on  June  28  and 
will  be  offering  similar  in-flight  service. 

Another  breakthrough  in  long-haul  travel 
comes  from  Emirates,  which  later  this  year 
will  launch  nonstop  flights  from  New  York  and 
San  Francisco  to  its  hub  in  Dubai.  Emirates, 
the  flag  carrier  of  the  United  Arab  Emirates 
and  one  of  the  world's  most  respected  air- 
lines, has  equipped  its  A340-500  jets  with 
three  cabins.  Most  notable  is  the  airline's 
first-class  service,  which  will  offer  passen- 
gers private  rooms  with  closing  doors.  Each 
room  will  offer  a  plush  seat  that  turns  into  a 
roomy,  flat  bed,  extensive  in-flight  entertain- 
ment options,  ample  storage  areas  and  a  but- 


ton to  summon  in-flight  room  service. 

Other  notable  new  long-haul  routes  are 
debuting  this  year:  Cathay  Pacific's  nonstop 
flights  between  New  York's  Kennedy  airport 
and  its  Hong  Kong  hub;  Qantas'  nonstop 
service  between  Los  Angeles  and  Brisbane; 
and  Air  New  Zealand's  launch  of  flights 
between  San  Francisco  and  Auckland. 

THE  RISE  OF  ONLINE  CHECK-IN 

As  stringent  security  measures  clog  up 
airport  ticket  counters  and  check-in  desks, 
major  U.S.  airlines  have  responded  with 
what  could  be  the  ultimate  post-9/11  ameni- 
ty: Internet  check-in  and  print-them-yourself 
boarding  passes. 

The  systems  allow  travelers  to  check  in 
electronically  for  a  flight  via  the  airline's  Web 
site  as  much  as  24  hours  before  a  flight's 
scheduled  departure.  After  checking  in,  trav- 
elers can  then  print  out  their  own  boarding 
passes  right  off  the  Web.  Accomplishing 
these  two  routine  tasks  on  the  Internet 
means  that  travelers  can  reduce  their  air- 
port waiting  times  and  avoid  the  crush  of 
passengers  at  airline  ticket  counters  and 
check-in  kiosks. 

How  popular  is  Internet  check-in?  Even 
notoriously  no-frills  Southwest  Airlines  now 
offers  the  service  on  its  Web  site. 
Southwest  still  doesn't  offer  assigned  seats, 
but  the  online  check-in  service  ensures  that 
busy  business  travelers  can  now  secure  a 
coveted  "A"  boarding  card  electronically  and 
bypass  the  first-come-first-served  scrum  at 
Southwest's  boarding  gates.  ■ 

Joe  Brancatelli  is  editor  and  publisher  of 
www.JoeSentMe.com,  the  noncommercial 
Web  site  for  business  travelers.  He  can  be 
reached  at  joe@joesentme.com. 
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Life  After  Atkins 

The  nutrition  doc's  dogma:  Carhs  are  sinful.  His  successors 
are  backsliding  a  little  j  by  melanie  wells 


A CAB  DRIVER  IN  RONKONKOMA,  N.Y.  SHRUGS  AS  HE 
pulls  up  to  the  headquarters  of  Atkins  Nutritionals,  the 
company  founded  by  the  late  Dr.  Robert  Atkins.  "So 
that  was  a  weird  death,  huh?"  he  says.  "I  hear  his  arter- 
ies were  like  sausages."  The  very  stuff,  along  with  cheese 
and  eggs,  that  Atkins  championed  in  his  enormously  popular  high- 
fat,  low-carbohydrate  diet.  Did  the  doctor  consume  a  little  too 
much  of  his  own  medicine?  That's  the  rumor  swirling  about 
his  heart  problems,  revealed  after  he  died  a  year  ago  of  an 
unrelated  head  injury. 

He  was  in  "far,  far  better  health  than  reported,"  insists 
Paul  Wolff,  chief  executive  of  Atkins  Nutritionals.  Still, 
confronted  by  a  welter  of  competition  and  hostile  skeptics, 
the  company  is  rejiggering  its  once-straightforward  mes 
sage.  Suddenly  there's  a  lot  of  talk  at  Atkins  about  the 
merits  of  eating  vegetables,  fruits  and  brown 
rice — carbohydrates,  that  is.  "The  diet 
was  never  all  meat.  It  was  never  no 
carbs,"  sighs  an  exasperated  Scott 
Kabak,  Atkins'  president. 

Maybe  not,  but  lots  of  people 
were  fooled.  Although  the  doctor 
discussed  healthy  carbs  in  books 
that  followed  up  his  1972  Diet 
Revolution,  he  enjoyed  baiting 
critics   in   interviews.  Drop 
carbs — particularly  bread,  pasta 
and  potatoes — and  shed  pounds, 
he  shouted.  Eat  fat  to  lose  fat.  The 
media  ate  it  up.  Unfortunately  for 
Atkins  Nutritionals,  its  charismatic 
founder  isn't  around  to  explain  the  new 
gospel.  This  month  the  company 
launched  mass-market  print  ads  that 
•feature  its  new  "food  guide  pyramid" 
with  blueberries,  spinach  and  broccoli 
pictured  alongside  Atkins'  better-known 
staples  like  cheese  and  beef.  Who 
wouldn't  be  confused? 

Atkins  may  be  talking  up  fresh, 
whole  foods,  but  almost  all  sales  at  the 
privately  held  company  come  from  pack- 


aged stuff.  It  sells  160  items,  including  low-carb  ketchup  and 
cereal,  through  retailers  that  include  Target  and  GNC.  Those 
sales  totaled  $148  million  last  year,  up  225%  from  2002,  esti- 
mates tracker  Information  Resources. 

Atkins  now  plans  many  more  products  and  predicts  sales  will 
double  this  year.  There  is  also  talk  of  a  public  offering  or  "recapi- 
talization," since  Parthenon  Capital  and  Goldman  Sachs  Capital 
Partners  paid  a  reported  $533  million  for  an  80%  stake  in 
Atkins  after  the  doctor  died. 

No  time  to  grow  fat,  not  with  rivals  bearing  down 
s  as  never  before.  Dr.  Arthur  Agatston,  the  Miami-based 
p     cardiologist  who  wrote  The  South  Beach  Diet  (7.4  mil- 
'  lion  copies  in  print),  differs  in  favoring  less  saturated  fat 
and  more  "good"  carbs.  "Our  diet  is  easier  to  stay  on,  and 
it's  healthier,"  says  Agatston,  who  is  launching  a  cook- 
300k  and  pondering  a  line  of  products.  Meanwhile,  main- 
stream marketers  with  deep  pockets — Unilever, 
Anheuser-Busch  and  Carnival  among  them — 
are  rolling  out  low-carb  versions  of  their 
snacks,  beer  and  sea  cruises. 

Particularly  irksome  to  the  Atkins  camp: 
Why  buy  Atkins  books  and  foods  if  you  can 
eat  sundaes  secure  in  the  thought  that 
you're  following  the  good  doctor's  pre- 
scription? And  if  that  doesn't  work, 
Atkins  gets  the  blame.  "People  will  say, 
'We're  starting  to  buy  these  products, 
but  we're  not  losing  weight  anymore,'" 
says  Matthew  Wiant,  chief  marketing 
officer  for  Atkins. 
Atkins  Nutritionals  plans  to  fight  back 
with  TV  and  print  ads  urging  consumers  to 
learn  more  about  Atkins  before  they  jump  on 
low-carb  banana  boat.  This  year  it  will  spend 
$35  million  on  advertising  aimed  at  the  Bud- 
weiser  crowd,  a  contrast  to  the  wine  sippers  who 
were  the  early  disciples.  The  company  sees  a  lot 
of  opportunity,  in  particular,  in  pitching  Atkins 
to  Hispanics  and  teens.  "It's  hard  for  us  at  this 
stage  to  control  the  conversation,"  says  Kabak. 
That's  exactly  the  problem.  F 
Creator  of  the  low-carb  craze:  the  late  Dr.  Robert  Atkins. 
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NO  ONE  UNDERSTANDS  THE  ECONOMICS  OF  BOX- 
ing  better  than  Oscar  de  la  Hoya.  Commanding 
$20  million  per  fight,  the  seven-time  world  champ 
has  hauled  in  at  least  $150  million  since  1993,  the 
year  after  he  turned  pro.  But  with  three  or  four  big 
fights  left  in  him,  De  la  Hoya,  31,  needs  to  plan  his 
retirement. 

Two  years  ago  he  bought  out  a  small  promoter  of  fights  and  re- 
named it  Golden  Boy  Promotions.  Since  then  he  has  built  a  stable 
of  24  nationally  ranked  boxers — including  himself.  The  first  active 
world  champion  to  promote  other  boxers,  De  la  Hoya  recruits 
hungry  Hispanic  fighters  willing  to  train  six  hours  a  day,  fight 
every  two  months  and  stay  out  of  police  reports.  "We  are  provid- 
ing fights  that  are  competitive  and  entertaining,"  says  De  la  Hoya, 
who,  despite  a  few  rough  bouts,  has  kept  his  fashion-model  looks. 
He  predicts  that  he  will  net  $56.5  million  pretax  this  year  on  $120 
million  from  ticket  and  television  revenues.  (De  La  Hoya's  other 
fighters  generate  a  fraction  of  that.) 

Few  athletes-turned-promoters  have  done  well.  Olympic  gold 
medalist  Dorothy  Hamill  struggled  with  the  Ice  Capades;  NBA  All- 
Star  point  guard  Isiah  Thomas  did  okay  owning  and  managing  the 
Toronto  Raptors.  But  De  la  Hoya  has  a  particular  incentive  to  suc- 
ceed. "Boxing  right  now  is  a  disgrace,"  he  says.  Several  pros  and  a 
manager  admitted  to  the  FBI  that  they  conspired  to  throw  fights 


BY  EVAN  HESSEL 

against  a  heavyweight  contender.  Senator  John  McCain,  the  Ari- 
zona Republican,  has  called  on  the  feds  to  clean  up  the  sport. 

Fans  have  registered  their  disgust.  The  most-watched  title 
fights,  all  on  pay-per-view,  attract  only  1.3  million  enthusiasts — 
minuscule,  compared  with  the  14.6  million  U.S.  households  that 
watched  Muhammad  Ali  oufiast  Joe  Frazier  on  ABC  in  1975.  Av- 
erage boxing  viewership  at  ESPN2,  the  only  English-language  basic 
cable  network  with  weekly  boxing  programming,  fell  6.6%  last 
year  to  297,000  households,  reports  Nielsen  Media  Research. 

De  la  Hoya  hopes  to  spark  interest  by  tapping  into  his  roots. 
His  67th-floor  office  in  downtown  Los  Angeles  is  just  10  miles 
from  the  East  Los  Angeles  neighborhood  where  he  first  strapped 


on  boxing  gloves,  at  age  6,  to  spar  with  his  older  brother.  Golden 
Boy  is  very  much  a  family  business:  His  father,  Joel  Sr.,  and  cousin 
Adrian  Pasten  recruit  and  manage  fighters;  his  sister,  Cecilia,  over- 
sees ticketing.  One  conspicuous  outsider  is  Chief  Executive  Richard 
Schaefer,  a  former  managing  director  of  UBS  North  America. 

You  can't  win  fans  with  family  image  alone.  (De  la  Hoya  has 
a  couple  of  points  against  him  on  that  score,  anyway:  a  rape  alle- 
gation, which  he  denied  but  which  was  settled  out  of  court  in 
2001;  and  a  $62.5  million  suit  in  2000  that  alleged  repeated  viola- 
tions of  a  restraining  order  filed  by  former  Playboy  Playmate 
Shanna  Moakler,  his  former  fiancee  and  the  mother  of  his  daugh- 
ter. Schaefer  says  the  suit  is  no  longer  pending.)  Which  is  why  De 
la  Hoya  scouts  constantly  for  new  talent.  Recognizing  that  41% 
of  all  televised  boxing  is  on  Spanish-language  networks,  he  favors 
Hispanic  nonheavyweights  like  himself.  If  a  fighter  piques  his  in- 
terest, he  personally  approves  the  contract,  then  passes  the  young 
gun  to  Eric  Gomez,  his  best  friend  from  elementary  school  and 
head  matchmaker.  "We  guide  their  careers,  decide  who  they're 
going  to  fight,  what  they're  going  to  get  paid,"  De  la  Hoya  says. 

All  that  helps  with  De  la  Hoya's  budget.  Unranked  prospects 
appear  in  off- TV  bouts  in  small  arenas,  hotels  and  casinos;  for  the 
bimonthly  Battle  in  the  Ballroom  series  at  the  Irvine  Marriott 
hotel  Golden  Boy  nets  only  about  $10,000  per  fight — on  1,400 
tickets  at  $30  a  pop — after  paying  the  fighters;  without  these  fights 
the  young  boxers  would  wait  months  for  bouts. 
Once  established  as  rising  contenders,  they're 
primed  for  national  television.  This  year  De  la 
Hoya  will  promote  eight  televised  events  for  Tele- 
futura,  Univision's  high-flying  Spanish-language 
sister  network,  supplying  his  own  fighters,  book- 
ing their  opponents  and  renting  the  venue.  A 
2002  deal  with  HBO  Latino  will  provide  about 
$50,000  per  monthly  episode  to  promote  two 
fights,  along  with  ringside  chatter  by  De  la  Hova. 
That  doesn't  include  the  per-episode  ticket  sales 
of  $120,000  or  so  and  ads  on  the  ring's  canvas 
and  posts,  around  $30,000.  After  paying  the  fighters,  Golden  Boy 
nets  about  $30,000  per  show. 

Just  as  important,  the  series  introduces  little-known  prospects 
like  23-year-old  super-bantamweight  Daniel  Ponce  de  Leon  to  the 
network's  12.2  million  subscribing  households.  De  la  Hoya's  dad 
signed  the  Mexican-born  Ponce  after  watching  him  knock  out  13 
opponents  in  California  and  Mexico.  In  February  De  la  Hoya  pit- 
ted Ponce  against  Cesar  Figueroa  in  San  Diego  on  HBO  Latino. 
(Ponce  floored  Figueroa  in  the  sixth  round  with  a  series  of  devas- 
tating left  hooks,  extending  his  undefeated  streak  to  1 7  wins. )  "I  am 
proud  to  fight  for  a  legend  like  Oscar,"  says  Ponce. 

In  June  Golden  Boy  will  send  its  biggest  moneymaker  into  the 


Golden  Boy 

OSCAR  DE  LA  HOYA  has  found  a  new  way  to 
score  knockouts— by  promoting  fights  himself. 
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ring.  De  la  Hoya  will  fight  World  Boxing  Organization  mid- 
dleweight champ  Felix  Sturm  at  the  MGM  Grand  in  Las  Vegas,  part 
of  a  dual  HBO  pay-per-view  event  also  featuring  a  showdown  be- 
tween Bernard  (the  Executioner)  Hopkins  and  Robert  Allen.  Beat- 
ing Sturm  would  give  De  la  Hoya  titles  in  six  different  weight  classes, 
a  world  record.  If  De  la  Hoya  and  Hopkins,  both  heavily  favored, 
win  their  respective  bouts,  they  will  fight  in  September  for  the  mid- 
dleweight crown  and  a  combined  $30  million  purse.  "De  la  Hoya- 
Hopkins  will  be  one  of  the  biggest  fights  ever,"  says  Ross  Greenburg, 
head  of  HBO  Sports.  "This  is  exactly  what  boxing  needs." 

Golden  Boy  will  promote  the  fights  with  Las  Vegas-based  Top 
Rank  Promotions,  headed  by  De  la  Hoya's  longtime  promoter  Bob 


Arum.  If  2  million  households  buy  the  Hopkins-De  la  Hoya  fight  for 
$55,  matching  viewership  for  the  1997  Evander  Holyfield-Mike 
Tyson  bout,  TV  revenues  will  generate  at  least  $100  million.  The 
MGM  Grand  will  pay  the  Golden  Boy-Top  Rank  alliance  about  $20 
million  in  site  fees.  Closed-circuit  fees,  foreign  pay-per-view  and 
ringside  advertising  will  add  another  $14  million,  Schaefer  estimates. 

Based  on  those  projections,  Schaefer  expects  De  la  Hoya  will 
rake  in  $55  million  from  the  two  fights.  Promoters  generally  net  be- 
tween 15%  and  20%  of  a  pay-per-view  fight's  revenues,  but  De  la 
Hoya  will  earn  a  bigger  cut,  thanks  to  his  dual  role  as  fighter  and 
promoter.  "I  bring  a  lot  a  more  power  to  the  table,"  he  says.  And, 
presumably,  a  lot  more  staying  power  in  this  business.  F 
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Entrepreneurs. 


Smart  Timing 

DENNIS  MC6UIRE  got  into  the 
business  of  outsourcing  advice  just 
before  it  took  off  I  by  lisa  dicarlo 


IF  YOU  DON'T  THINK  TIMING  IS  IMPOR- 
tant,  listen  to  how  Dennis  McGuire,  57, 
a  self-effacing  former  Arthur  Andersen 
consultant,  pulled  opportunity  out  of  dis- 
aster. In  1989  McGuire  was  in  bankruptcy 
court.  He  and  ten  friends  had  pooled 
$400,000  to  buy  nine  new  ReMax  real  es- 
tate franchises  in  Texas,  Alabama  and 
Louisiana. 

But  nobody  in  the  investment  group 
had  any  real  estate  experience.  They  had 
trouble  hiring  good  agents.  Badly  under- 
capitalized just  as  the  economy  fled  south, 
they  opened  only  four  offices  before  run- 
ning out  of  money.  McGuire  had  to  sell 
his  car  to  keep  up  mortgage  payments  on 
his  Houston  home. 

A  deeply  religious  man  fond  of 
quoting  Scripture,  McGuire  feared  that 
bankruptcy  would  ruin  his  reputation. 
'"A  good  name  is  more  desirable  than 
great  riches,"'  he  says,  citing  Proverbs 
22:1.  Ah,  but  what  to  do?  In  order  to 
feed  his  two  kids  McGuire  hired  on  at 
Enron  as  a  $75-an-hour  freelance  con- 
tractor in  the  data  processing  depart- 
ment. While  there  he  took  on  a  moon- 
lighting job  brokering  a  deal  for 
Continental  Airlines  to  outsource  its 


data  work  to  EDS. 

Working  on  the  deal,  McGuire  saw 
potential  beyond  traditional  outsourcing 
work:  Don't  just  bring  companies  to- 
gether— get  deeply  involved  in  negotiat- 
ing the  terms  of  the  contract  itself.  And 
expand  the  concept  of  what  can  be  out- 
sourced to  include  bigger  deals  (in  excess 
of  $200  million)  and  work  such  as  back 
office  payroll  billing  and  software  devel- 
opment. So,  using  his  American  Express 
card  to  buy  new  computers  and  printers, 
McGuire  founded  Technology  Partners 
International  in  1989 — just  in  time  to 
take  advantage  of  what  was  to  become 
an  outsourcing  explosion.  Last  year  that 
amounted  to  contracts  worth  $85  billion, 
up  more  than  tenfold  from  the  year  TPI 
was  founded. 

But  the  first  two  years  were  lean.  TPI 
had  no  office.  McGuire  worked  from 
home  or  from  client  offices,  as  did  the 
handful  of  consultants  he  hired.  No- 
body had  business  cards.  There  was  no 
company  letterhead.  First-year  revenue 
was  $125,000.  "This  attracted  only  con- 
fident and  capable  people,"  he  says. 
Today  TPI  consultants  bill  at  up  to  $500 
an  hour. 


McGuire  hit  pay  dirt 
in  1996,  when  he  negoti- 
ated a  ten-year,  $40  bil- 
lion outsourcing  deal  for 
General  Motors  with 
EDS,  which  it  was  spin- 
ning off  that  year.  The 
contract  covered  out- 
sourcing of  GM's  call 
centers,  data  centers, 
software  programming, 
networks  and  PC  mainte- 
nance. That  year  TPl's 
revenues  jumped  to 
$8  million  from  $5  mil- 
lion the  year  before. 

McGuire  claims  that 
30%  of  the  time  his  firm 
tells  a  client  not  to  out- 
source. The  decision,  the 
consultant  will  be  quick  to 
say,  hangs  as  much  on  the 
risk  of  transferring  critical 
tasks  overseas  as  on  wage 
rates  in  Bangalore. 
Such  hesitancy  hasn't  stopped  TPI 
from  becoming  the  industry  leader  in 
advising  on  outsourcing  contracts,  with 
revenue  last  year  of  $66  million.  That 
sum,  says  outsourcing  data  tracking  firm 
Ross  Research,  came  to  12%  of  the  world 
market  for  such  consulting  work.  TPl's 
big  deal  last  year:  advising  J.P.  Morgan 
Chase  on  how  to  spend  $5  billion  over 
seven  years  to  outsource  its  data  centers, 
help  desks,  data  networks  and  voice  net- 
works. McGuire  won't  disclose  profits 
for  TPI  but  says  the  company  is  making 
money  and  has  no  debt. 

No  laurels  to  rest  on  here.  Giants  like 
Bain,  McKinsey  and  Deloitte  Consulting 
are  jumping  in,  particularly  into  overseas 
outsourcing.  Unlike  TPI,  the  big  firms 
don't  negotiate  deal  terms.  At  least  not 
yet.  Last  year  three  of  McGuire's  top 
executives  left  to  form  Equaterra,  a  new 
competitor. 

What  are  McGuire's  options?  By  June, 
he  says,  TPI  will  either  be  acquired,  go 
public  or  decide  whether  to  pursue  third- 
party  investors  to  pacify  employees  who 
want  to  see  increased  liquidity.  "Each  one 
has  tradeoffs,"  he  says.  "I  vacillate  daily  " 
Maybe  he  needs  a  consultant.  F 
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INTRODUCTION 


ON  THE  THRESHOLD 


ladimir  Putin's 
recent  landslide 
election  victory 
came  on  the  tack  of 
promises  of 
increased  economic 
reform  and  a  strengthening  of  the  multi- 
party system.  And  a  cabinet  replace- 
ment in  early  March  with  reform-minded 
ministers  capable  of  keeping  Russian 
economic  and  financial  policy  moving 
in  the  right  direction  has  brought  praise 
from  investors  around  the  globe. 

In  1998,  a  wave  of  defaults  caused 
the  collapse  of  more  than  half  of  the 


Russian  Federation's  banks.  The  remain- 
ing banks  are  showing  clear  signs  of 
having  weathered  the  storm  and  are 
regaining  the  population's  trust.  The 
government  shakeup  was  in  part 
intended  to  make  sure  this  trend 
continues. 

According  to  Andrey  A.  Kozlov,  First 
Deputy  Chairman  of  the  Russian  Cen- 
tral Bank  who  oversees  the  country's 
extensive  banking  system,  "The  eco- 
nomic environment  is  more  stable  today, 
and  the  banking  system  feels  that. 
Banks  have  reached  their  pre-crisis  level 
of  capital  forthe  last  three  years.  In  2002, 


banks'  capital,  assets  and  incomes  grew 
by  four  to  five  times  more  than  the  GDP 
growth  rate.  The  1998  financial  crisis 
pulled  inefficient  financial  institutions 
out  of  the  market,  and  those  that  sur- 
vived are  developing  fast. " 


Moscow,  being  the  financial  cen- 
ter of  the  Russian  Federation,  is 
where  European  and  U.S.  compa- 
nies jostle  for  the  many  business 
opportunities  the  country  has  to 
offer,  with  the  European  Union  so  far 
being  the  region  with  the  most  rep- 
resentation. The  Moscow  Chamber 
of  Commerce  steers  potential  foreign 
investors  to  the  capital's  most  promis- 
ing sectors,  currently,  manufactur- 
ing and  industry. 

Leonid  Govorov,  President  of  the 
Moscow  Chamber,  notes  that,  "The 
chamber  is  currently  giving  its  sup- 
port to  city  officials  undertaking  the 
"Prom  City"  project.  There  are  a  lot 
of  companies  and  enterprises  located 
in  the  center  of  Moscow,  and  this  is 
a  special  project  to  relocate  and 
modernize  these  companies  and  to 
create  special  industrial  zones  for 
companies  both  big  and  small.  The 
main  idea  of  this  program  is  to  attract 
investments. " 

And  with  a  new  government  in 
place  vowing  continuity  and 
reform,  investors  are  breathing  a 
lot  easier. 


www.pressnet-dc.com/russiaregions 


Helping  investors 


When  it  comes  to  dispelling  investors' 
doubts  about  doing  business  in  Russia, 
the  agrochemical  giant  Interchimprom 
is  the  country's  expert. 
While  some  U.S. 
companies  complain  that 
their  Russian  contractors 
and  partners  fail  to 
provide  professional 
evaluations  of  project 
efficiency,  Interchimprom 
has  proven  a  reliable  and 
risk-free  business 
associate. 

"Our  company  has 
structured  a  new 
investment  policy,"  says 
Interchimprom  Board  Chairman  Boris 
Titov.  "We  use  American  standards 
that  were  created  in  the  U.S.  military 
for  project  management.  Our  people 
are  licensed  specialists  who  structure 
investments  in  Russia  and  manage 
them  in  a  normal  way. " 


Board  Chairman  of 
Interchimprom 


Interchimprom  is  part  of  a  larger 
group  of  companies  called  Solvalub,  a 
British-based  company  specializing  in 
solvents  and  lubricants. 
The  Moscow-based 
Interchimprom  is  currently 
diversifying  its  product 
portfolio  to  include  a  wide 
range  of  projects  within 
the  lucrative  chemical 
sector,  everything  from 
fertilizers  to  the 
development  of  transport 
terminals  for  chemicals. 

"U.S.  and  Russian 
businesses  can  develop  if 
there  is  economic  interest  and  sense," 
notes  Mr.  Titov.  "I  think  that  economic 
basis  and  sense  exists,  and  I  believe 
that  Russia  will  develop  as  a  market, 
as  an  energy  market  for  the  world, 
and  as  a  machinery  and  high-tech 
producer  because  we  still  have  a  huge 
intellectual  potential. " 


€» 


CH1MPR0M 


Approach  Russia  on  the  right  track 

0A0  Interchimprom  project  office  offers  the  following  business  functionality: 
(US  ANSI  /  PM  199001  2000  project  management  standard) 


Project  evaluation 
Preliminary  project  assessment 
Project  documentation  issue 
Assistance  in  recruiting  personnel 
Elaboration  of  tax  schemes 
Marketing  and  sales  assistance 
Establishment  of  financial  protection 


Evaluation  of  partners  and  generation  of  share  capital 
Assistance  in  issue  of  shares  in  Russia  and  abroad 
Assistance  in  finding  financial  partners 
Control  over  project  and  allocation  of  budget  funds 
Establishment  of  business  relation  with  state  and 
public  organizations 


In  the  case  that  the  project  requires  construction  activities: 

-  Evaluation  of  general  designer  and  general  contractor 

-  Representing  the  customer  on-site 


Interchimprom.  Sevastopoljsky  prt.  43A/2.  Moscow.  117186 
Moscow.  Tel  (007-095)  933  3336.  Fax:  (007-095)  933  3337 
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FOREIGN  INTEREST  INCREASING 


Perm  to  set  pace 
of  development 


tretching  across 
100,000  square  miles 
along  the  western 
flank  of  the  Ural 
Mountains,  Russia's 
dynamic  Perm  region 
is  at  the  same  time 
one   of   the  most 
beautiful  and  most 
industrially  advanced 
regions  in  the  feder- 
ation. Well  known  by 
global  business  lead- 
ers as  being  the  man- 
uf  acturing  and 
agricultural  center  of 
the  Russian  Federa-      Governor  of  the 
tion,  Perm  is  now      region  of  Perm 
attracting  investors  JBBHMMi 
from  abroad  with  profitable 
infrastructure  projects  and  a 


wide-open  financial  services 
sector. 

The  current  Governor  of  the 
Perm  region  and  former  Mayor 
of  the  city  of  Perm,  Yuriy  Trut- 
nev,  says  the  growing  foreign 
interest  in  his  region 
is  no  accident. 

"During  the  last 
three  years,  we  have 
been  working  a  lot 
but  didn't  feel  that 
we  were  achieving 
any  results,  so  we 
changed  the  local 
legislative  system. 
We  have  special  laws 
that  stimulate  invest- 
ments, special  tax 
facilities  and  made  changes  to 
the  budgeting  system.  We  also 


(growth  and  prosperity 

SlLVINIT  SUPPLIES  QUALITY  POTASSIUM  FERTILIZERS  TO 
ALL  REGION'S  OF  RUSSIA  AND  MORE  THAN  60  COUNTRIES 
WORLDWIDE.  THE  COMPANY  EXTRACTS  OVER  3  MILLION 
TON'S  PER  YEA.R  OF  POTASSIUM  CHLORIDE 
AND  SUBSTANTIAL  QUANTITIES  OF  ENRICHED 
CARNALLITE,  AND  OTHER  SALTS.  I 
AN  EXPANDING  INVESTMENT  PROGRAM  IS  HELPING  TO 

DEVELOP  PRODUCTION  LEVELS  AND  IMPROVE 
TECHNOLOGICAL  PROCESSES  TO  FURTHER  STRENGTHEN 
.     SlLVINIT's  POSITION  AS  A  MARKET  LEADER.  • 


O  SlLVINIT 

14  Mira  S  treet,  Solikamsk,  Perm  Region,  Russla  618540 
Tel:  (34253)  5-41-53  /  5-31-18,  Fax:  (34253)  5-15-06 

E-MAIL:  POST@SILVINli.RlJ,  WVCW.SILMNST.RU 


Perm's  economy  is  expanding  rapidly  under  local  reform. 


have  to  fulfill  several  infra- 
structure projects.  We  have 
built  new  roads,  tunnels  and 
reconstructed  the  airport  run- 
way, "  notes  Mr.  Trutnev. 

"High-tech  is  also  high  on  the 
list  of  Perm's  investment 
prospects,"  says  Mikhail  S.  Musi- 
hin,  General  Director  of  the  Perm 
Financial  and  Industrial  Group, 
which  is  represented  in  just  about 


every  sector  of  the  region's  econ- 
omy through  its  daughter  com- 
panies. "Perm  has  unique  natural 
resources  that  support  the 
region's  economy.  The  main 
defense  industry  companies  were 
concentrated  in  Perm,  and  so 
there  is  a  really  good  base  to 
establish  research  centers  and 
high-tech  companies." 
Perm's  Motovilikha  Plants 


® 


MOTOVILIKHA 

)TOVILIKHA  PLANTS"  CORPORATION 

HENCE,  TRADITION,  RELIABILITY 


After  a  260  year  history  working  on  a 
closed  cycle,  from  melt  of  steel  to 
product  output  products,  we  remain 
the  reliable  supplier  of  up-to-date  and 
high  quality  systems  for  the  Russian 
market  and  are  a  steady  and  honest 
partner  for  foreign  customers. 

On  the  base  of  huge  engineering 
and  technological  experience,  the 
company  is  ready  to  consider  offers 
for  development  of  special  equipment 
and  technological  projects. 


OAO  «Motovilikhinskiye  zavody» 

35.  1 905  Goda  str..  Perm,  614014,  Russia 
Tel:  +7  (3422)  607  301.  Fax:  +7  (3422)  656  263 
E-mail:  stp-mz@matl.ru.  www.artillery-mz.com 
www.motovilikha.perm.ru 
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company  has  been  in  the 
defense  business  for  more  than 
260  years  and  remains  one  of 
the  largest  manufacturers  of  top- 
grade  weaponry  in  the  country 
today  and  has  diversified  into 
other  industries.  'This  helped 
2003  turnover  at  the 
company  to  increase 
by  1 5  percent  over  the 
previous  year,"  says  I. 
Kostyin,  General 
Director  of  Motovilikha 
Plants. 

'The  system  of  ISO 
9,000  quality  stan- 
dards has  been  estab- 
lished at  factory  level, 
and  a  new,  more  effec- 
tive supervisory  sys- 
tem has  been  put  into 
practice.  We  will  now  be  train- 
ing top  personnel  and  manage- 
ment in  all  sectors:  metallurgy, 
defense,  road-building  equip- 
ment and  oil-drilling  equipment, " 
Mr.  Kostyin  explains. 

The  Urals  telecom  company, 
Uralsviazinform,  is  by  far  the 


General  Director  of 
Uralsviazinform 


Perm  region's  biggest  high-tech 
investor,  investing  some  $200 
million  in  technology  per  year 
with  an  operating  profit  growth 
of  81  percent.  The  company  is 
currently  channeling  more 
money,  which  to  a  large  extent 
comes  from  its  Amer- 
ican shareholders, 
into  technological 
development  aimed 
at  providing  fully  dig- 
italized  cellular  tele- 
phone service  and 
broadband  Internet 
connections. 

According  to 
Vladimir  Rybakin, 
Uralsviazinform's 
General  Director  and 
Deputy  Chairman  of 
the  Board,  the  company  grew 
by  300  percent  since  the  begin- 
ning of  2002.  "At  my  last  meet- 
ing with  our  American 
shareholders,  I  asked  them 
what  else  they  expected  from 
us,  and  they  just  said,  'Keep  on 
doing  what  you're  doing.'" 


One  of  the  biggest  compa- 
nies and  employers  in  the  Perm 
region  is  Silvinit,  which  pro- 
duces world-quality  potassium 
chloride  that  meets  the  so- 
called  Canadian  Standard.  The 
company's  General  Director, 
Pietr  Kondrashev,  says  Si  I  - 
vinit's  strategy  is  very  sim- 
ple: stability. 

"Every  year  within  the 
framework  of  that  strategy  we 


plan  to  preserve  our  existing 
position  in  the  market  by 
increasing  volume  to  target 
certain  markets.  New  Zealand, 
for  example,  received  its  potas- 
sium chloride  from  Canada  but 
now  buys  a  large  amount  of  our 
production,  some  200-250  tons 
a  year.  We  also  have  the  same 
yearly  planning  regarding  the 
internal  market,"  notes  Mr. 
Kondrashev. 


Communication  U  can  really  count  on 


68.  Lenin  st 
Perm  -  614096  Russia 
Phone:  +7  3422  341 200 
Fax:  +7  3422  343  336 
usi@uralsviazinform.com 
www.uralsviazinform.com 


The  leading  regional  operator  of  telecommunication  services 

in  the  Urals  Federal  District  and  Perm  region,  Uralsvyazinform  is  turning  the  tables  of  the  region's  business  in  an 
increasingly  small  world.  The  company  is  committed  to  creating  a  favorable  climate  for  investment  in  the  Urals  Federal 
district  and  integrating  the  region  into  the  global  information  community  of  the  21st  century;  its  share  of  the  local 


telephony  market  is  87%,  that  oi  long-distance  telephony  accounts  for  71%,  while  it  accounts  for  55%  of  the  burgeoning 
mobile  communications  market  in  the  district.  Uralsvyazinform's  policy  of  information  transparency  is  reflecting  on  an 
optimal  climate  for  investment.  With  company  standards  rising  to  meet  international  levels  ana  employee  motivation  as  a 
prime  priority,  the  company  is  successfully  establishing  solid  relations  between  shareholders  and  potential  investors.  The 
prompt  submission  of  accurate  and  reliable  data  is  the  key  to  investor's  unchallenged  trust  in  a  frontline  Russian  venture. 
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ENERGY 


he    mineral  rich 
Chelyabinsk  region  is 
the  cornerstone  of 
the  Russian  Federa- 
tion's industrial  sec- 
tor, with  more  than 
2,000  medium  and  large-sized  com- 
panies involved  in  the  mining  and 
industrial  processing  of  minerals 
from  the  region's  300  different 
types  of  ore  deposits.  "More  than 
a  quarter  of  all  Russ- 
ian metal  is  produced 
in  the  region,"  notes 
Chelyabinsk  Governor 
Pyotr   Sumin.  "And 
besides  the  huge  indus- 
trial potential  of  our 
region,  there  is  a  lot  of 
room  for  investment  in 
scientific  research,  in 
which  a  lot  of  U.S.  com- 
panies have  already 
shown  great  interest." 

The  region  is  also  home  to  the 
103-year-old,  award-winning  met- 
allurgy company  Kombinat  Mag- 


General  Director  of 
Kombinat  Magnezit 


nezit,  which  is  based  in  the  city  of 
Satka.  The  company  employs  some 
11,000  people  (or  near  ly  all  of 
Satka)  and  is  one  of  the  world's 
largest  producers  of  shaped  and 
unshaped  magnesia  refractory, 
which  are  used  as  fireproof  mate- 
rials for  industrial  furnaces. 

Kombinat  Magnezit  currently 
claims  a  20  percent  market  share 
of  the  country's  fireproof  products 
and  a  70  percent  share 
of  magnesia  fireproof 
products,"  says  Anatoli 
O.  Slobodin,  the  com- 
pany's General  Director. 
"By  2008  we  plan  to 
reach  40  percent  of  the 
market  share  in  Russia  of 
all  fireproof  products 
and  no  less  than  a  75 
percent  market  share  in 
magnesia  fireproof  prod- 
ucts. Regarding  trans- 
parency, by  2008  we  also  plan  to 
have  entered  the  International  Sec- 
ondary Securities  market."  " 


STRATEGIC  INVESTORS  WELCOME 

Energy  sector  reform  essential 


ost  analysts  agree 
that  the  success  of 
the  Russian  Fed- 
eration's eco- 
nomic reforms  will 
depend  to  a  large 
extent  on  the  success  of  reforms  in 
the  country's  energy  sector.  Cur- 
rently, there  are  some  100  compa- 
nies operating  in  the  Russian  energy 
system,  a  number  that  Deputy 
Energy  Minister  Viktor 
Kudryavy  says  is  too  high. 

"With  such  a  divided 
energy  system,  we  can- 
not expect  any  invest- 
ment explosion,"  Mr. 
Kudryavy  explains. 

He  notes  that  one 
solution  would  be  for 
energy  companies  to  cul- 
tivate strategic  investors, 
such  as  Irkutskenergo, 
which  supplies  electric- 
ity and  heat  power  to  the  entire 
Irkutsk  region  and  exports  energy 
to  other  regions  of  Russia. 


General  Director  of 
Irkutskenergo 


According  to  Vladimir  V.  Kol- 
mogorov,  Irkutskenergo's  General 
Director,  the  conditions  of  attract- 
ing investors  into  the  sector  do 
exist,  "but  the  conditions  are  not 
written  very  precisely  and  are  not 
clearly  understood." 

'Tariffs  on  electricity  and  heat 
have  always  been  the  main  sources 
of  investment.  But  tariffs  cannot 
grow  unlimitedly, "  Mr.  Kolmogorov 
points  out. 

Instead  his  company 
installed  more  efficient 
equipment,  and  it  has 
paid  off,  as  Irkutsken- 
ergo has  registered 
solid  growth  throughout 
the  years  while  keep- 
ing down  the  price  of 
electricity.  "The  com- 
pany," Mr.  Kolmogorov 
also  notes,  "now  plans 
to  go  international  with 
the  launching  of  several  projects 
aimed  at  supplying  energy  to  neigh- 
boring countries. " 


plug  into  a  brig 
investment  opportunity 


JSC  Irkutskenergo  is  among  the  top 
3  leodinq  companies  In  the  field  of 
electric  power  generation  in  Russia 
In  2002  its  share  of  the  sector 
exceeded  6%.  and  it  is  considered  a 
showcase  company  for  the  Irkutsk 
Region,  one  of  the  most  economically 
advanced  regions  in  the  country  This 
southern-central  area  of  Russia  boasts 
rich  natural  resources,  the  development 
of  which  will  enable  Irkutskenergo  to 
further  increase  their  production  and 
services  in  the  future.  Electricity  reforms 
country-wide  will  also  enable  the 
company  to  master  new  markets 
both  in  Russia  and  further  afield. 
JSC  Irkutskenergo  is  now  looting  fi 
collaboration  with  US  investors  in  or 
to  modernize  equipment,  upgrade 
facilities  and  expand  their  already 
highly  skilled  and  professional  workforce. 


RUSSIA:  ENSURING  REFORM 


INTRODUCTION 
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CONFIDENCE  ON  THE  RISE 


Ghana 


hana  is  on  the  move. 
Located  on  the  coast  of 
West  Africa,  this  one- 
time British  colony  is 
strengthening  its 
democratic  form  of 
government,  working  to  put  its  econ- 
omy in  order,  opening  up  to  foreign 
investment  and  launching  programs  to 
ensure  the  well-being  of  its  20  million 
people.  Many  of  theses 
changes  have  come  about 
since  President  John 
Kufuor  took  office  just 
over  three  years  ago,  fol- 
lowing elections  dubbed 
fully  free  and  fair  by  inter- 
national observers. 

"I  believe  Ghana  is 
poised  for  a  reinvention  of 
itself, "  the  President  says. 
"Since  I  came  to  office,  it 
is  gratifying  to  see  that 


President  of  the 
Republic  of  Ghana 


our  democratic  roots  are  deepening 
and  there  is  a  true  feeling  of  freedom 
in  the  air.  And  all  Ghanaians  must  take 
credit  for  it. " 

The  president  and  his  team  also 
moved  quickly  to  improve  the  econ- 
omy. At  the  time  of  his  inauguration, 
inflation  was  rampant  at  41  percent, 
and  investment  prospects  were  bleak. 
Through  sound  policies  and  hard 
work,  inflation  has  been 
reduced  to  below  1 5  per- 
cent, and  the  government 
is  striving  for  a  single-digit 
inflation  rate.  Now,  both 
local  and  foreign  investors 
are  showing  increasing 
confidence  in  Ghana. 

Economic  priorities 
include  efforts  to  speed 
up  privatization,  imposing 
tighter  monetary  and  fis- 
cal policies,  and  improv- 


ing social  services  for  all  Ghanaians, 
many  of  whom  make  their  living  from 
subsistence  agriculture.  The  govern- 
ment is  particularly  keen  to  mod- 
ernize that  sector. 

Ghanaians  are  lucky  in  that  they 
are  blessed  with  a  country  that  has 
more  advantages  than  most  in  the 
region.  It  enjoys  around  twice  the  per 
capita  output  of  most  other  West 
African  states  and  is  rich  in  natural 
resources  such  as  gold,  cocoa  and 
timber.  Light  manufacturing,  alu- 
minum smelting  and  food  processing 
are  also  important  sectors.  Large 
numbers  of  Ghanaians  living  over- 
seas also  contribute  to  the  economy. 

"Remittances  from  abroad  now 
amount  to  around  $1.3  billion  per  year, 
a  200  percent  increase  over  previous 
years,"  President  Kufuor  points  out. 
"The  world 's  largest  gold-mining  com- 
pany is  investing  $450  million  in  two 
new  mines,  and  we  are  building  major 
highways  and  additional  transport 
infrastructure  around  the  country." 

High-tech  projects  are  also  a  priority. 
Telecommunications  are  being  updated 
and  expanded  across  the  country  with 


Internet  satellite  facilities  and  com- 
puter networks  installed  in  cities, 
towns  and  rural  areas.  "I  want  to  see 
a  competitive,  highly  efficient  and 
advanced  communications  industry 
emerge  in  Ghana  so  our  young  peo- 
ple and  everyone  else  can  embrace 
what  is  called  'The  Knowledge  Soci- 
ety,'" the  President  explains. 

"My  government  is  working 
extremly  hard  to  ensure  that  the  coun- 
try's economy  and  society  will  be  fun- 
damentally transformed  via  the  pursuit 
of  the  various  goals  that  we  have  set 
for  ourselves  in  those  priority  areas, " 
he  states.  "Over  time,  we  are  slowly, 
but  surely,  moving  this  country  for- 
ward to  become  the  modernized, 
civilized,  prosperous  and  knowledge- 
based  society  which  I  and  all 
Ghanaians  have  envisaged. " 
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Building  a  stronger  Ghana 


Ghana's  Ministry  of  Works  and  Housing  formulates  and 
coordinates  policies  for  the  systematic  development  of  the 
country's  infrastructural  requirements  with  respect  to  works, 
housing,  water  supply,  sanitation  and  hydrology.  Institutions 
and  organizations  including  the  SHC,  TDC,  AESL,  GWCL  and  the 
CWSA  work  with  the  Ministry  to  assist  with  the  implementation 
of  projects  under  the  government's  Ghana  Poverty  Reduction 
Strategy  (GPRS)  long-term  plan. 

The  Government  of  Ghana  would  like  to  enhance  private  sector 
partnership  and  participation  in  the  continued  improvement  of 
the  nation's  shelter  and  services  infrastructure.  The  Government's 
objective  is  to  create  an  investment  environment  conducive  to 
the  collaboration  of  both  Ghanaian  and  foreign  entrepreneurs, 
promoting  the  delivery  of  goods  and  services  on  a  sustainable 
  a  and  affordable  basis. 


Ministry  of  Works  and  Housing 
P.O.  Box  M43,  Ministries,  Accra 
Tel:  233  (21)  66  22  42  /  233  (21)  68  55  03 
Fax:  233  (21)  66  76  89  -  E-mail:  mwh@igmail.com 

State  Housing  Company  (SHC) 
P.O.  Box  2753,  Accra,  Ghana 
Tel:  233  (21)  221422  -  Fax:  233  (21)  221402 

Architectural  81  Engineering  Services  Ltd  (AESL) 
Hall  of  Technology,  P.O.  Box  G.P.  3969,  Accra,  Ghana 
E-mail:  aesl@ghana.com 
Tel:  233  (21)  664605-6  -  Fax:  233  (21)  664600/662080 

Community  Water  and  Sanitation  Agency  (CWSA) 
Head  Office,  Private  Mail  Bag,  K.I.A.,  Accra,  Ghana 
E  mail:  cwsd@ncs.com.gh 
Tel:  233  (21)  779102/779479  -  Fax:  233  (21)  779475 

Ghana  Water  Company  Ltd  (GWCL) 
P.O.  Box  M194,  Accra,  Ghana 
E-mail:  gwsc@africaonline.com.gh 
Tel:  233  (21)  667405  -  Fax:  233  (21)  663552 

Tema  Development  Corporation  (TOC) 
P.O.  Box  46,  Tema,  Ghana 
Tel:  233  (22)  202731-4/212733-5 
Fax:  233  (22)  202737/207162 
E-mail:  tdc@tdc.org.gh  /  tdc@ghana.com 
Web:  http://tdctema.com 


SHC 
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PRIVATIZATION  KEY  TO  GROWTH 


Finance  sector 
overhauled 


w 


hen  Ghana's 
new  President, 
John  Kufuor, 
took  office 
three  years  ago, 
he  declared  the 
start  of  what  was  called  "The 
Golden  Age  of  Business,"  and  his 
administration  has  taken  bold  steps 
to  get  the  economy  moving,  over- 
haul the  financial  sector,  attract 
foreign  and  domestic  investment 
and  boost  the  private  sector. 

Many  of  these  tasks  have  fallen 
on  the  shoulders  of  Finance  and 
Economic  Planning  Minister  Yaw 
Osafo-Maafo,  who  argues  that 
despite  some  setbacks,  every- 
thing is  going  according  to  plan 
and  that  the  key  to  the  govern- 
ment's programs  are  privatiza- 
tion, diversification  and 
investment. 

"Our  watchword  is  'trans- 
parency' as  we  do  not  want  peo- 
ple to  become  suspicious  of  our 
actions,"  he  says.  "And  for  any 
major  company  being  divested, 
there  is  a  transaction  adviser  who 
is  independent  of  the  government. 
"We  also  have  to  create  an  attrac- 

Stock  Market  Success 

With  a  return  of  144  percent  in  U.S.  dollar  terms  in  2003,  Ghana's  stock  exchange 
has  come  top  out  of  61  stock  markets  surveyed  worldwide  by  Databank 
Financial  Services.  Sound  corporate  results,  cheap  valuations  and  a 
strengthening  of  the  macro-economic  environment  were  quoted  as  the  reasons 
for  Ghana's  performance.  The  country  attracted  increased  investor  interest  as 
confidence  grew  in  the  government  and  its  macro-economic  management. 


tive  investment  environment;  gov- 
ernance is  important  because  no  one 
will  invest  where  there  is  corruption, 
an  unstable  labor  force  and  a  wildly 
fluctuating  exchange  rate, "  Mr.  Osafo- 
Maafo  explains. 

"We're  basing  our  strategy  on 
maximizing  our  potential  as  a 
politically  stable  country  with 
valuable  natural  and  human 
resources,  easy  access  to  Europe, 
American  and  West  African  mar- 
kets, and  the  improvement  of  all 
sectors  to  lure  investment." 

Another  major  player  in  the  gov- 
ernment's financial  reform  efforts 
is  Paul  Acquah,  Governor  of  the 
Bank  of  Ghana,  or  Central  Bank, 
which  has  undergone  restructuring 
and  divesting  since  it  was  granted 
independence  by  Parliament. 

"We  are  trying  to  realign  the 
structure  of  the  organization  to 
deal  with  the  core  responsibili- 
ties, looking  at  how  we  can 
improve  efficiency,  institutional- 
izing the  monetary  policy  com- 
mittee and  restructuring  the 
departments,"  he  says. 

One  of  the  bank's  most  vital 
roles  is  supporting  and  supervising 


The  new 
banking  sector 
is  open  to 
competition 
and 

investment. 


Minister  of  Finance 
6  Economic  Planning 


Governor  of  the 
Bank  of  Ghana 


the  new  banking  sector,  which  is 
now  open  to  competition  and 
investment  from  abroad,  and  Dr. 
Acquah  says  his  team  is  making 
sure  the  country's  banks  meet 
international  standards  and  adhere 
to  international  practices. 

"Macro-economically,  our  whole 
emphasis  is  on  the  private  sector 
and  providing  the  legal  and  regu- 
latory framework  for  this  activity 
based  on  property  rights  and  con- 
tracts," he  explains. 

"Ghanaian  officials  are  especially 
keen  on  seeing  more  citizens  play  a 
larger  role  in  the  economy  by  invest- 
ing in  local  companies, "  says  Ghana 
Stock  Exchange  General  Manager 


Ekow  Afedzie.  "We  have 
two  main  objectives:  get- 
ting more  small  and 
medium-sized  companies 
listed  on  the  exchange  and 
getting  domestic  investors 
on  board,"  he  says. 

"We've  stepped  up 
publicity  campaigns  about 
the  market  and  strength- 
ened our  ties  with  various 
shareholders.  Although 
interest  rates  are  high, 
investors  are  making  money,  and 
this  has  encouraged  them  to  stay, " 
according  to  Mr.  Afedzie. 

All  these  efforts  have  won  praise 
from  the  International  Monetary 
Fund,  whose  representative  in 
Ghana,  Enrique  de  la  Piedra,  works 
closely  with  finance  officials. 

"President  Kufuor  has  made  the 
private  sector  a  priority  as  the  engine 
for  growth  and  investment,  pro- 
ceeds from  privatization  are  grow- 
ing and  the  divestiture  program  is  a 
success,"  he  notes.  "As  long  as 
Ghana  maintains  this  direction  and 
level  of  effort,  it  will  be  a  success 
and  an  important  player  in  this  vital 
region  of  the  world." 


Ghana  Investment  Promotion  Center  offers  advice  to  investors 


Foreign  investors  looking  for  help  in  this 
country  need  to  remember  just  one  name: 
the  Ghana  Investment  Promotion  Center,  or 
GIPC,  which  has  become  the  "one-stop  shop" 
for  those  planning  to  set  up  operations. 
Over  the  past  several  years,  the  GIPC  has 
registered  dozens  of  new  projects,  many  of 
them  joint-ventures  and  the  organization's 
goal  is  to  attract  $2  billion  in  investment 
within  the  next  five  years. 

Much  of  the  emphasis  will  be  on  agribusiness 
operations  and  those  destined  for  regions  away 
from  the  capital  where  the  government  provides 
a  number  of  attractive  incentives. 


"Our  main  task  now  is  to  get  the  word  out 
about  Ghana  to  potential  investors,"  explains 
GIPC  Chief  Executive  Kwasi  Abeasi.  "U.S. 
President  George  W.  Bush  described  Ghana  as 
the  best  investment  hub  in  Africa,  and  we  want 
that  assessment  to  be  heard  and  understood  in 
boardrooms  all  over  the  world." 

"One  of  the  most  important  ways  we  do  this  is 
through  our  attendance  at  trade  fairs  and  other 
business  gatherings  in  the  United  States,  Britain 
and  Asia  where  we  push  our  message,"  he  adds. 

"And  now  we  are  also  focusing  on  catering 
to  those  investors  already  present  in  Ghana 
and  who  are  expanding  their  operations 


because  they  are  happy  with  the  investment 
climate.  That  way,  they  themselves  will  be 
our  ambassadors  to  other  companies  from 
their  countries  of  origin,"  Mr.  Abeasi  says. 

Ghana  is  keen  to  position  itself  as  a  highly 
skilled,  tow-cost  location  to  do  business  and  is 
hoping  to  lure  companies  looking  to  outsource  their 
operations  to  an  English-speaking  country.  There 
are  also  free-trade  zones  established  by  the 
government  that  provide  companies  with  facilities, 
services,  utilities,  tax  holidays,  custom  duty 
exemptions  and  other  incentives.  "If  we  satisfy 
those  investing  here,  the  success  stories  will  build 
up  and  the  word  will  spread,"  says  the  GIPC  chief. 
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BUILDING  THE  FUTURE 


Modernizing 
every  corner 


ust  like  any  other  devel- 
oping nation,  Ghana 
needs  to  upgrade  its 
public  infrastructure  and 
services  so  its  people 
have  a  real  chance  at 
quality  lives.  One  of  the  main  play- 
ers in  this  concentrated  govern- 
ment effort  is  Minister  of  Works 
and  Housing  Idris  Mustapha  Ali. 

"It's  becoming  more  and  more 
apparent  that  this  ministry  is  one 
of  the  most  important  in  the  gov- 
ernment because 
upgrading  infrastruc- 
ture improves  the  lives 
of  the  people,"  Mr. 
Ali  says. 

"Infrastructure  is 
the  center  of  Ghana's 
Poverty  Reduction 
Scheme,  and  we're  all 
working  hard  to  real- 
ize the  goals  of  the 
administration.  Our  job 
is  to  provide  Ghanaians 
with  the  basics  of  life:  shelter 
and  safe  drinking  water." 

Mr.  Ali  stresses  that  foreign 
investment  is  vital  to  the  country's 
housing  and  water  sectors,  whether 
it  is  through  donations  from  gov- 
ernments or  the  involvement  of 
private  companies  and  individu- 
als, a  view  also  shared  by  officials 
at  the  Community  Water  and  San- 


The  government  aims  to 
provide  affor  dable  housing  to 
all  sectors  of  society. 


itation  Agency,  or  CWSA. 

"Our  goal  is  potable  water  and 
modern  sewerage  facilities  in 
every  corner  of  the  country, 
every  village  and  rural  area  by 
201 5, "  explains  CWSA  Chief  Exec- 
utive Kofi  Asamoah. 

"We  want  to  get  private 
investors  interested  in  our  pro- 
jects, and  there  is  a  Ghanaian  group 
which  wants  to  build  a  water  sys- 
tem, manage  it  and  collect  the 
revenue.  We're  encouraging  them 
to  work  with  a  foreign 
partner, "  he  adds.  'This 
is  a  good  start." 

Mr.  Asamoah  notes 
that  his  agency  needs 
technical  expertise  and 
funding  and  that  the  sec- 
tor is  a  natural  for  U.S. 
investors.  "Our  doors  are 
open,"  he  says. 

Another  public  insti- 
tution involved  in  infra- 
structure, housing  and 
other  sectors  is  the  Tema  Devel- 
opment Corporation,  orTDC,  which 
recently  celebrated  its  50th 
anniversary  as  the  developer  and 
operator  of  Tema,  a  planned  com- 
munity just  30  minutes  from  the 
capital,  Accra. 

"Tema  hosts  the  country's 
biggest  port  and  has  become  the 
industrial  hub  of  Ghana, "  says  TDC 
Acting  Managing  Director  Elizabeth 
MansaBanson.  "Our  organization  is 
also  key  to  facilitating  the  gov- 
ernment's scheme  to  provide 
affordable  housing  to  all  sectors 
of  society,  and  we  provide  serviced 
plots  for  industrial  use  and  free- 
trade  zones  for  those  looking  to 
establish  businesses,"  she  adds. 

Both  public  and  private  works, 
big  and  small,  are  handled  by  Archi- 
tectural and  Engineering  Services 
Limited,  which  works  with  foreign 
partners  in  Ghana. 

"We've  worked  with  a  German 
firm  and  a  Jordanian  company,  and 
we'd  like  to  work  with  the  Ameri- 
cans, "  says  Managing  Director  Alhaj 
Mashud  Ibn  Musah.  "We  have  the 
personnel,  we  just  need  capital  and 
technology  support. " 


Piloting  Economic  Growth 
for  the  21st  Century 

The  Bank  of  Ghana,  under  a  new  central  bank  mandate,  is 
pursuing  price  stability  as  its  primary  policy  goal  to  create 
an  enabling  environment  for  sustainable  economic  growth. 
The  Monetary  Policy  Comittee  has  been  tasked  with  the 
responsibility  for  setting  interest  rates  to  steer  price 
expectations.  As  a  regulatory  authority,  the  Bank  is 
implementing  measures  to  improve  the  regulatory 
framework  to  enhance  the  international  competitiveness 
of  the  financal  sector  with  diversified  products  and  services. 
Bank  of  Ghana  is  building  the  foundation  for 
macro-economic  stablity  to  promote 
investment  and  growth. 
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Welcome  to  Ghana's 

Qolden  Age  of  Business  * 

the  Gateway  to  West  Africa 


At  Ghana's  Ministry  of 
Finance  and  Economic 
Planning  we  are  committed 
to  promoting  investment  by 
ensuring  macro-economic 
stability  through  sound 
fiscal  and  monetary  policies. 

Our  country's  dynamic  and 
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Petro  Promises 

Oil  prices  are  up.  How  do  you  capitalize  on  that  fact?  Oil  reserve  expert  Nick  Cacchione 
says  good  buys  are  out  there— in  unexpected  places  I  by  john  turrettini 


FOR  ALL  THE  HOWLING  FROM 
drivers  about  gas  prices  lately, 
Wall  Street  is  not  particularly  en- 
amored of  oil.  Industry  kingpin 
ExxonMobil  trades  for  13  times 
trailing  earnings,  about  half  the 
market  multiple.  The  presumption  is  that 
the  price  of  oil,  now  $35  a  barrel,  will  col- 
lapse and  take  Exxon's  profits  with  it.  The 
April  2005  futures  price  on  the  New  York 
Mercantile  Exchange  is  $30.58. 

But  Nicholas  Cacchione  disagrees.  The 
codirector  of  research  at  venerable  oil- 
research  firm  John  S.  Herold  forecasts  that 
energy  prices  will  stay  strong  in  the  near 
term.  He  predicts  that  the  Organization  of 
Petroleum  Exporting  Countries  will  suc- 
ceed with  its  scheme  to  cut  production  by 
a  million  barrels  a  day.  That,  with  further 
worldwide  economic  recovery  pushing  up 
demand,  will  keep  prices  buoyant. 

Cacchione  has  a  system  for  picking  oil 
stocks,  and  it  has  nothing  to  do  with 
price/earnings  ratios.  He  rates  companies 
largely  on  the  basis  of  what  their  reserves 
are  worth. 

This  is  a  risky  business,  especially  if 
you  can't  trust  the  reserve  figures.  Both 
Royal  Dutch/Shell  and  El  Paso  Energy 
recently  admitted  to  overstating  them;  the 
Securities  &  Exchange  Commission 
doesn't  even  demand  that  they  be  audited. 
But  income  figures,  which  are  audited,  are 
scarcely  proof  against  error,  and  you  have 
to  judge  stocks  on  some  basis.  Cacchione 
turns  the  published  reserve  figures  into 
forecasts  of  cash  flow  over  the  next  15 
years,  then  discounts  that  putative  income 
stream  into  today's  dollars  and  arrives  at  a 
liquidation  value  of  the  oil  in  the  ground. 
He  tends  to  like  stocks  trading  at  or  below 
their  reserve  values. 
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Black  Gold  List 
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Of  the  125  companies  that  he  and  nine  other  analysts  at 
Herold's  Norwalk,  Conn,  offices  survey,  Cacchione  recommends 
only  a  handful  to  the  company's  clients.  The  list  doesn't  include 
familiar  names  like  ExxonMobil  and  ChevronTexaco.  Reason: 
These  trade  at  prices  well  above  Herold's  reserve  appraisals. 

Lukoil  trades  at  $124  a  share,  or  99%  of  his  $125-a-share  val- 
uation. Petrobras  is  $34,  or  89%  of  its  $38  appraised  worth.  By 
comparison,  ExxonMobil,  at  $42,  is  at  a  50%  premium  to  its 
asset  value.  Cacchione  recommends  BP  as  the  best  of  a  generally 
overpriced  supermajor  bunch.  He  likes  it  because  it  has  similar 
economic  fundamentals  to  ExxonMobil  but  trades  at  only  131% 
of  reserve  values. 

Recently  Cacchione's  strategy  has  paid 
off.  Over  the  past  28  months  (since 
December  2001)  he  claims  an  average 
annualized  return  of  32.8%,  against  7.7% 
for  the  American  Exchange's  XOI  Major 
Oil  Index  and  a  0.9%  loss  for  the  S&P  500. 

Cacchione,  45,  began  his  career  as  an 
analyst  at  Merrill  Lynch's  real  estate  sub- 
sidiary after  graduating  from  Iona  College. 
Bored  with  real  estate,  he  answered  an  ad 
for  a  corporate  development  job  at  min- 
ing outfit  Amax  in  1984.  He  spent  ten  years 
there,  eventually  overseeing  oil  hedging. 
Cacchione  landed  at  Herold  in  1995  as  a 
consultant.  After  two  years  he  was  put  in 
charge  of  the  equity  research  department. 
Along  with  partner  Robert  Gillon,  Cac- 
chione pores  over  hundreds  of  company 
filings  every  year  in  order  to  create  valua- 
tions of  the  125  largest  publicly  traded  oil 
companies  worldwide. 

The  analysts  project  the  cash  stream  available  from  existing  re- 
serves by  forecasting  oil  prices  and  extraction  costs.  Their  spread- 
sheets stretch  out  until  the  point  where  a  company's  reserves  run 
out,  usually  10  to  15  years.  The  stocks  that  ranked  high  in  this 
analysis — at  low  prices,  that  is,  in  relation  to  their  reserves — are 
then  further  winnowed  by  comparisons  of  other  statistics. 

One  number  is  the  reserve  replacement  cost:  the  cost  an  oil 

Wall  Street  is  wrong.  OPEC 
recovery  will  keep  oil  prices 

company  incurs  to  add  a  barrel  to  reserves.  This  gauge  includes 
property  acquisition,  exploration  and  development  costs, 
including  the  cost  to  build  the  wells,  but  not  the  cost  to  operate 
them.  Reserve  replacement  costs  averaged  $5  a  barrel  for  200 
reviewed  companies  from  2000  through  2002,  when  the  last 
complete  figures  were  available.  Oil  companies  that  beat  the  $5 
bogey  get  bonus  points.  Lukoil,  with  access  to  rich,  previously 
almost  untouched  Russian  fields,  has  a  reserve  replacement  cost 
of  just  74  cents. 

Second,  Cacchione  measures  how  quickly  a  company  is 


adding  to  its  reserves  relative  to  pumping  them  out.  Fort  Worth, 
Tex. -based  Encore  Acquisition  added  reserves  at  a  rate  four 
times  that  at  which  it  pumped  oil  from  2000  through  2002. 
Encore's  main  property,  in  Montana,  a  worked-over  field 
bought  from  Shell  in  1999,  has  yielded  excellent  results,  thanks 
in  part  to  unusual  air-injection  pumping  that  extracts  the 
remaining  oil. 

Third,  Cacchione  focuses  on  aftertax  net  income  per  barrel 
extracted,  which  takes  into  account  extraction  and  other  pro- 
duction costs.  In  2002  Brazil's  Petrobras  did  $6.76,  46%  better 
than  the  worldwide  average.  Petrobras  bought  Argentinean  oil 
assets  on  the  cheap  in  the  midst  of  that  country's  most  recent 


In  selecting  its  top  picks,  Herold  analysts  prefer  oil  companies  with  market  caps 
below,  or  not  much  above,  the  present  value  of  their  reserves.  The  firm  then  uses 
other  screens  like  replacement  costs  per  barrel:  If  that's  below  $5,  the  company  is 
adding  reserves  cheaply. 


Company/country 

Price 
($US) 

Pit 

Market  price 
as  share  of 
oil  reserve 
value1 

Oil  reserve 
replacement 

cost 
per  barrel2 

Baytex  Energy  Trust3/Canada 

$8.53 

15 

46% 

$6.31 

BP4/United  Kingdom 

51.20 

19 

131 

4.48 

Encore  Acquisition/U.S. 

27.70 

13 

120 

5.05 

Lukoif/Russia 

124.05 

7 

99 

0.74 

Petrobras4/Brazil 

33.50 

7 

87 

3.54 

TatnefWRussia 

27.82 

5 

59 

2.84 

Unocal  /U.S. 

37.28 

14 

107 

8.14 

'Stock  market  capitalization  as  percent  of  projected  cash  flows  from  oil  reserves,  buying  the  land,  exploring  for  oil, 
building  a  rig;  2000-2002  average.  'Trades  on  Toronto  exchange.  'American  Depositary  Receipt. 
Sources:  John  S.  Herold,  Inc.;  Reuters  Fundamentals  via  FactSet  Research  Systems. 

economic  crisis.  Despite  having  doubled  in  price  over  the  last 
year,  the  Brazilian  company  remains  a  good  buy  in  Cacchione's 
eyes.  Still,  he  acknowledges  that  there's  always  risk  in  the  turbu- 
lent economics  of  Latin  America. 

Another  intriguing  pick  is  Baytex  Energy  of  Canada,  an  un- 
usual royalty  trust  that  dumps  most  of  its  cash  flow  out  as  divi- 
dends. This  is  the  cheapest  oil  stock  according  to  Cacchione's 
calculation  and  his  only  foreign  pick  that  doesn't  trade  in  the 
U.S.  (You  have  to  buy  it  in  Toronto.) 

Another  cheap  oil  stock  is  Russia's  Tat- 
neft,  33%  owned  by  the  regional  govern- 
ment of  the  Muslim  (and  peaceful)  Russian 
autonomous  republic  of  Tatarstan.  Tatneft 
trades  at  $28,  or  60%  of  its  reserve  value.  The  reason  for  the  dis- 
count: Tatneft  has  virtually  nil  name  recognition. 

Is  Russia  too  risky  to  invest  in,  given  the  Putin  regime's  jail- 
ing of  oil  baron  Mikhail  Khodorkovsky  of  Yukos  (which  is  not 
on  the  Herold  short  list)?  Cacchione  points  out  that  companies 
like  Tatneft  and  Petrobras  have  been  issuing  American  Deposi- 
tary Receipts  for  years  and  thus  comply  with  SEC  transparency 
rules.  Also,  unlike  their  big  U.S.  counterparts,  the  Russian  com- 
panies have  their  reserves  vouched  for  by  respected  third-party 
firms,  making  them  more  transparent  than  Shell  or  Exxon.  F 
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Trust  Northern. 

To  help  you  manage  the  growth  spurts. 

Bringing  home  baby  can  mean  sorting  through  a  bounty  of 
baby  products.  And  just  as  Karen's  catalog  customers  trust  her 
to  pick  out  the  best  and  brightest  of  the  bunch  for  their  children, 
Karen  trusts  Northern  for  the  best  financial  solutions  for  her 
business.  From  lines  of  credit  to  treasury  management,  our 
clients  know  the  financial  professionals  at  Northern  Trust  will 
craft  a  quality  plan  for  their  specific  situation.  And  give  them 
the  personal  attention  they  need  to  raise  their  company  from 
infancy  to  adulthood. 

To  ensure  your  financial  life  is  handled  with  kid  gloves, 
call  William  Morrison,  President  —  Personal  Financial  Services, 
at  800-468-2352. 


Northern  Trust 


Private  Banking  I  Investment  Management   I  Financial  Planning  I  Trust  Services  I  Estate  Planning  Services  I  Business  Banking 

www.northerntrust.com 


Northern  Trust  Corporation       Member  FDIC 


Nadine  and  Douglas  Vogel, 
with  Gretchen  and  Rachel. 


Peace  of  Mind 

Kids  with  disabilities  are  living  much  longer,  yet  few  parents  are 
planning  how  to  support  them  long  term  j  by  carrie  coolidge 


THE  NUMBERS  ARE  STAGGERING. 
One  child  in  nine  has  a  disabil- 
ity, either  physical  or  mental. 
Yet  government  support  can't 
cover  everything.  What's  need- 
ed is  some  smart  financial  planning. 

Medical  advances  now  ensure  that 
disabled  children  live  longer  and  longer, 
often  surviving  their  parents.  "Twenty 
years  ago  that  wasn't  the  case,  but  it  is 
now,"  says  Nadine  Vogel,  who  runs 
MetLife's  Division  of  Estate  Planning 


for  Special  Kids. 

Indeed,  the  average  life  span  of  people 
with  a  developmental  disability  (such  as 
mental  retardation)  is  66  years,  triple 
what  it  was  in  the  1 930s.  The  increase  in 
life  expectancy  is  stunning  for  people 
with  Down  syndrome — they  live  to  56  on 
average,  two  times  their  expected  life  span 
as  recently  as  the  1980s.  The  U.S.  has 
650,000  adults  over  the  age  of  60  with 
developmental  disabilities.  This  number 
is  expected  to  double  by  2030. 


Financial  and  estate  planning 
for  families  with  children  with  spe- 
cial needs  is  tricky.  "There  are 
plenty  of  nightmare  stories,"  says 
Mary  Alice  Jackson,  an  elder-law 
and  estate-planning  attorney  in 
Sarasota,  Fla.  A  clumsy  plan  could 
make  the  person  ineligible  for  gov- 
ernment benefits  such  as  Supple- 
mental Security  Income  (SSI)  and 
Medicaid,  perhaps  worth  hundreds 
of  thousands  of  dollars  a  year.  Gen- 
erally, a  disabled  person  can't  own 
property  worth  more  than  $2,000 
and  qualify  for  government  bene- 
fits. So  a  cash  gift  to  him  could  be 
disastrous,  says  MetLife's  Vogel. 

Vogel  knows  about  these  issues 
firsthand.  Her  12-year-old  daugh- 
ter, Gretchen,  was  born  with  a 
neuromuscular  disorder  that  made 
her  unable  to  swallow  on  her  own. 
She  spent  her  first  three  months  in 
the  neonatal  intensive  care  unit. 

While  doctors  didn't  expect  her 
to  live,  Gretchen  beat  the  odds. 
Today,  though,  she  still  lacks  mus- 
cle control  on  her  left  side,  and  has 
mild  developmental  issues  as  well 
as  speech  and  swallowing  prob- 
lems. Vogel's  second  child,  Rachel, 
4,  has  a  rare  heart  condition  that 
can  cause  congestive  heart  failure. 
Vogel  expects  both  daughters  will  lead 
independent  lives  as  adults,  but  she  real- 
izes her  older  daughter  will  always  need 
some  help.  To  plan  for  Gretchen's  future, 
Vogel  set  up  a  special  needs  trust. 

Crucial  point:  The  assets  in  a  special 
needs  trust  must  not  be  in  the  name  of 
the  disabled  person,  and  the  trustee  must 
have  absolute  discretion  over  when  and 
how  to  spend  the  money.  The  trust 
shouldn't  pay  the  beneficiary  directly  for 
anything  (other  than  a  modest  allowance). 
Rather  it  should  pay  a  third  party,  so  as  not 
to  jeopardize  government  benefits.  With 
attention  to  those  details,  the  parent  or 
other  benefactor  can  have  the  money  be 
used  for  amenities  not  covered  by  govern- 
ment aid. 

Eligible  expenses  include  travel,  educa- 
tion and  recreation,  as  well  as  cable  televi- 
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.  Money  &  Investing  

sion,  telephone  and  Internet  service.  Even 
massages,  haircuts  and  manicures  can  be 
paid  for  by  the  trust.  The  trust  can  even 
own  a  home  lived  in  by  the  disabled  person. 
Christiane  Delessert,  a  fee-only  certified  fi- 
nancial planner  in  Waltham,  Mass.,  says  a 
paraplegic  client  tapped  into  his  trust  to  get 
back  to  skiing.  The  trust  paid  for  equip- 
ment, lessons,  lift  tickets  and  travel. 

Can  the  trust  also  pay  for  basic  needs 
like  food,  clothing  and  shelter?  Yes,  but 
the  beneficiary's  SSI  will  then  be  reduced 
by  up  to  one-third  of  the  monthly  bene- 
fit. Of  course,  the  trustee  must  also  pay 
that  money  directly  to  a  third  party  (e.g., 
a  grocery  store  or  a  landlord)  and  not  to 
the  beneficiary. 

Think  about  income,  gift  and  estate 
taxes  when  you  set  up  a  trust  or  add 
money  to  one.  If  you  maintain  control  of 
the  trust,  the  assets  in  it  will  be  included 
in  your  estate,  says  Peter  J.  Strauss,  an 
estate  and  elder-law  attorney  in  New  York 
City.  So  arrange  for  a  professional  adviser, 


Families  who  set  up  a  special  needs 
trust  should  notify  friends  and  relatives 
about  the  plan.  "Tell  them  that  should  they 
ever  want  to  leave  something  to  this  per- 
son, to  please  do  it  in  a  specific  manner," 
Vogel  says.  "Because  all  this  good  planning 
you  have  done  can  be  ruined  if  someone 
gives  or  leaves  your  kid  something  in  the 
wrong  way." 

MetLife's  Vogel  also  recommends 
parents  write  a  "letter  of  intent"  explain- 
ing what  they  want  for  the  future  of  their 
child.  Not  to  be  confused  with  a  will,  this 
document  covers  lifestyle  issues  that 
require  decisions  regarding  residence, 
education,  employment,  social  activities, 
religious  affiliation,  medical  care, 
guardianship  and  trustees. 

Not  all  parents  choose,  or  can  afford,  to 
fund  a  special  needs  trust  while  they  are  still 
alive.  Robert  and  Marilyn  Akers  of  Punta 
Gorda,  Fla.,  parents  of  a  38-year-old  dis- 
abled son,  elected  to  set  up  a  special  needs 
trust  that  won't  be  funded  until  they  are 


To  preserve  benefits,  a  special  needs 
trust  can't  be  in  a  beneficiary's  name. 


bank  or  family  member  to  be  the  trustee. 

At  this  point  parents  can  contribute 
funds  and  not  pay  gift  taxes  to  the  extent 
that  they  have  lifetime  gift  tax  exemption 
available.  Because  of  SSI  and  Medicaid 
rules,  however,  a  parent  will  not  be  able  to 
get  the  benefit  of  the  normal  annual  gift 
tax  exclusion  of  $1 1,000.  Remainder  ben- 
eficiaries (such  as  siblings)  can  inherit 
whatever  is  left  in  the  trust  when  the  dis- 
abled person  dies,  without  incurring  any 
further  federal  estate/gift  taxes,  except  in 
cases  where  the  trust  is  included  in  the 
parents'  estate  because  they  retained  too 
much  control.  In  most  states  the  tax  treat- 
ment would  work  the  same  way. 

If  the  trust  is  funded  with  an  award 
from  an  accident  setdement  or  a  medical 
malpractice  case,  or  if  someone  unwit- 
tingly leaves  a  great  deal  of  money  outright 
to  the  child,  all  is  not  lost.  He  or  she  can 
still  be  eligible  to  receive  government  ben- 
efits, but  upon  his  or  her  death  the  trust's 
remaining  assets  would  have  to  be  used  to 
pay  back  Medicaid,  says  James  Swiderski, 
an  elder-law  attorney  in  La  Jolla,  Calif. 


both  deceased.  An  irrevocable  life  insurance 
trust  owns  and  will  be  the  beneficiary  of  a 
second-to-die  life  insurance  policy,  which 
pays  after  the  demise  of  the  second  parent. 
A  second-to-die  policy  is  cheaper  than  a 
single-life  policy.  Once  the  policy  proceeds 
are  paid  to  this  trust,  the  funds  will  be 
transferred  to  the  special  needs  trust. 

The  Akers'  son  Todd  was  in  a  motor- 
cycle accident  while  attending  Purdue  Uni- 
versity. Hospitalized  for  nine  months — and 
after  racking  up  $1.5  million  in  hospital 
bills — Todd  survived.  The  accident  left 
Todd  in  near-perfect  physical  condition  but 
with  no  short-term  memory  and  the  men- 
tal capacity  of  a  6-year-old.  Todd  now  lives 
in  a  home  for  brain-injured  adults  in  Palm 
Harbor,  Fla.  Government  benefits  pay 
about  15%  of  the  monthly  cost. 

Now  both  68  and  not  in  great  health, 
Todd  Akers'  parents  hope  the  plan  for 
their  son  will  be  sufficient.  "Todd  could 
live  as  long  as  anyone  his  age,  since  his  life 
expectancy  is  normal,"  says  Robert  Akers. 
"We  just  want  him  to  live  as  happy  a  life 
as  he  possibly  can,  until  that  final  day."  F 
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With  the  right  planning,  a  round 

of  golf  can  further  the  goals  of  an  executive  meeting. 


By  Curtis  Rist 


Golf  has  long  served  as  a  metaphor 
for  corporate  excellence.  After  all, 
t's  a  game  of  strategy,  steady  progress 
■ind  impeccable  honesty. 

No  wonder,  then,  that  golf  is  far  and 
iway  the  most  popular  activity  at  any  exec- 
jtive  meeting,  conference  or  corporate 
etreat.  "Business  and  golf  go  together  like 
he  ocean  and  the  sand,"  says 
Dennis  Edwards,  Senior  Vice 
president  of  the  Greater  Fort 
-auderdale  Convention  &Visi- 
ors  Bureau  (www.sunny.org), 
vhich  represents  all  of  the  more 
han  600  hotels  in  the  area.  "It's 
lard  to  tell  where  one  leaves  off 
ind  the  other  begins." 

Appealing  as  golf  is,  however, 
he  game  has  to  be  carefully 
nanaged  by  meeting  planners 
n  order  to  maximize  its  advan- 
ages  at  a  corporate  meeting  or 
;xecutive  event.  "It's  not  enough  just  to 
ocate  an  event  near  a  golf  course,  or  give 
>eople  a  few  hours  of  free  time  in  which 
hey  can  play  a  round  on  their  own,"  says 
idwards.  Instead,  with  careful  planning, 
jolf  can  literally  become  part  of  the 
igenda  that  will  help  drive  home  the  cor- 
>orate  message. 
A  golf  course,  says  Edwards,  offers 
probably  the  best  business  arena  there 
5."  And  he  should  know:  Fort  Lauderdale 
las  more  than  50  golf  courses  and 


enough  fair-weather  days  to  make  the 
game  a  year-round  activity.  The  time  spent 
in  a  golf  cart  or  walking  the  links  gives  an 
unparalleled  opportunity  for  people  to 
come  together  to  talk  about  business. 
Instead  of  a  few  minutes  on  a  telephone 
call,  or  a  few  hours  seated  in  a  conference 
room,  "Suddenly  people  are  brought 


Westin  Diplomat  Golf  Course  in  South  Flprida 
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together  in  ways  that  require  them  to  talk 
casually  for  hours  on  end.  You  just  can't 
duplicate  that  experience  in  any  other 
way,"  he  says.  Here  are  some  expert  tips 
gleaned  from  meeting  planners  on  how  to 
make  the  game  work  for  you: 

•  Create  events  that  bring  everyone 
together.  Rather  than  sending  groups  out 
in  lonely  foursomes,  some  thought  has  to 
be  given  to  structuring  a  golfing  event  in 
order  to  include  everyone,  particularly  if 
dozens  of  players  are  involved.  Making  golf 


work  toward  a  business  goal  requires  a 
coordinated  strategy  —  and  one  that  a 
meeting  planner  can  help  devise  for  a 
strong  return  on  investment. 

•  Check  to  make  sure  golf  is  avail- 
able, when  you  want  it.  Just  because  a 
golf  course  is  at  or  near  a  hotel  doesn't 
automatically  mean  the  course  will  be 

available  to  your  group. 
Instead,  experts  recom- 
mend that  you  book  golf 
time  in  advance,  which 
involves  coordinating  a 
specific  golf  schedule  with 
the  event.  Don't  commit  to 
a  hotel  until  the  golf  avail- 
ability is  a  certainty. 

•  Work  to  include  play- 
ers of  various  skill  levels. 
Typically,  a  group  will  be 
divided  into  two  categories: 
those  who  play  well,  and  those  who 
hardly  play  at  all.  "Rather  than  using  golf  to 
separate  people,  find  creative  ways  to  mix 
players  of  varied  skill  levels,"  says  Edwards. 
One  method  is  through  a  tournament 
known  as  a  scramble,  which  creates  four- 
somes out  of  players  of  various  abilities  and 
gives  everyone  a  chance  to  excel. 

•  Be  kind  to  the  novice.  If  a  group  con- 
tains novices,  don't  just  give  them  a  day 
off  for  shopping  or  an  afternoon  at  the  spa 
while  the  rest  of  the  group  heads  to  the 
golf  course.  This  tends  to  divide  and  isolate 
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Five  Questions  Worth  Asking 

Planning  a  successful  golfing  event  has  to  be  more  than  a  hit-or-miss  affair. 

To  make  sure  your  event  tees  off  smoothly,  follow  this  checklist  before  beginning:* 

^  What  is  your  budget?  Consider  what  the  purpose  of  the  event  is  supposed  to  be,  and  cal- 
culate how  much  can  be  spent.  This  will  determine  whether  it  is  possible  to  book  a  private 
course  or  a  more  budget-friendly  public  one. 

Q  When  is  the  club  closed  for  maintenance?  Often  this  is  Monday  and  Tuesday,  which  coin- 
cides with  the  most  popular  days  for  corporate  meetings.  Also,  the  more  exclusive  the  club, 
the  more  restrictive  the  playing  policy  tends  to  be. 

©What  is  the  dress  code?  This  is  worth  asking,  especially  if  a  group  of  novice  players  is  plan- 
ning to  attend.  If  the  dress  code  is  strict  —  as  it  often  is  —  find  a  polite  way  to  explain  this  to 
meeting  attendees,  to  spare  them  embarrassment. 

©  How  far  from  the  hotel  is  the  course?  If  this  is  off  property,  check  to  make  sure  exactly 
how  far  —  and  book  the  transportation  in  advance.  Otherwise,  what  could  seem  like  a 
short  trip  out  of  town  could  turn  into  a  punishing  hours-long  odyssey. 

0  Are  there  any  restrictions  on  "shotgun  starts,"  in  which  144  golfers  all  tee  off  at  the  same 
time  over  the  entire  course?  This  is  a  popular  event  for  corporate  groups,  but  one  that  is 
restricted  to  weekdays  or  to  smaller  groups  on  many  public  and  semiprivate  golf  courses. 
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TURQUOISE  WATERS. 
PLATINUM  SAND. 
EMERALD  PALMS. 
GOLDEN  SUN. 


Immerse  yourself  in  Greater  Fort 
Lauderdale,  a  chic  combination 
of  sea,  sun,  shopping, 
arts  and  entertainment  — 
a  sophisticated  meeting  play- 
ground with  equal  parts  glamour 
and  old-world  charm. 


For  a  Meeting  Planners  Guide, 
call  800-356-1662  or  visit 
www.sunny.org/meetingplanners. 
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a  group,  rather  than  creating  a  sense  of 
unity.  Instead,  offer  beginners  special 
attention.  Arrange  a  private  session  with  a 
golf  pro,  for  instance,  or  coordinate  a  tour- 
nament of  a  few  holes  so  they  can  get  a 
feel  for  what  they've  been  missing  — 
which  will  give  them  something  to  talk 
about  with  the  rest  of  the  group. 


•  Make  friends  with  the  golf  pro.  This 
is  the  single  biggest  thing  that  can  help  ir 
planning  the  golfing  portion  of  a  corporate 
event.  Meet  with  the  golf  pro  early  during  . 
site  selection  and  explain  the  goals  of  the 
meeting.  Ask  for  suggestions  on  how  tc 
accomplish  these  through  golf. 

•  Be  sure  to  set  aside  enough  time  in 
a  schedule  to  play  golf.  "Four  hours  may 
seem  like  plenty  of  time  to  a  non-golfer 
but  will  yield  only  a  frustrating  nine  holes 
of  golf,"  says  Edwards.  If  there  is  a  limitec 
amount  of  time,  find  a  creative  alternative!^ 
—  perhaps  by  offering  an  afternoon  golfing 
clinic  or  private  instruction  as  an  alternative 
to  an  all-day  outing. 

itn 

The  Value  of  Team  Building 

At  its  best,  golf  can  build  a  sense  of  1 
teamwork  as  well  as  provide  the  ultimate! r; 
forum  for  networking.  These  same  goals 
can  also  be  accomplished  through  other 
activities.  The  new  Elk  Mountain  Resort 
(www.elkmountainresort.com)  in  Ridg- 
way,  Colo.,  for  instance,  will  offer  golf  in 
the  vicinity  —  but  the  resort  itself  will 
focus  more  on  other  activities  designed  to 
bring  a  group  focus  to  high-end  corporate 
retreats.  "Golf  certainly  sets  up  a  compe- 
tition where  people  get  to  interact  and 


t 


The  Main  Lodge  at  Elk  Mountain  Resort  in  Ridgway,  Colorado 
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;ocialize  in  ways  they  wouldn't  normally  be 
able  to  do,"  says  Jack  Westergom,  a 
spokesman  for  the  resort.  "That  sense  of 
:ompetition  leads  to  teamwork,  because 
)eople  are  trying  to  achieve  specific  goals 
ind  objectives  to  beat  the  other  teams, 
ust  like  in  the  business  world." 


property  in  southwest  Colorado,  just  40 
minutes  from  Telluride.  Elk  Mountain 
Resort  will  combine  breathtaking  natu- 
ral beauty  with  year-round  outdoor 
activities,  five-star  service  and  luxurious 
accommodations  for  executive  groups 
of  all  sizes. 


Golf  is  far  and  away  the  most  popular  activity  at  any  executive 
meeting,  conference  or  corporate  retreat.  "Business  and  golf  go 
together  like  the  ocean  and  the  sand,"  says  Dennis  Edwards, 
s  Senior  Vice  President  of  the  Greater  Fort  Lauderdale 
onvention  &  Visitors  Bureau. 


After  six  years  of  planning  and  con- 
duction, developers  Michael  and 
"homas  Forman  are  preparing  to  open 
ilk  Mountain  Resort  later  this  spring, 
he  new  luxury  destination  is  situated 
>n  275  acres  of  spectacular  mountain 


An  almost  limitless  range  of  outdoor 
recreational  opportunities  will  be  offered  at 
Elk  Mountain  Resort  throughout  all  four 
seasons  of  the  year,  including  gourmet  pic- 
nicking, horseback  riding,  rock  climbing  on 
the  custom-designed  30-foot  wall,  hiking, 


fly-fishing,  snowmobiling  in  the  10-acre 
snowmobile  park,  ice-skating  on  the  lake, 
cross-country  skiing,  mountain  biking,  ATV 
riding,  tennis  and  paintball.  Among  Elk 
Mountain's  Resort's  special  features  is  the 
exclusive  Valhalla  Shooting  Club,  an  elite 
facility  offering  expert  training  and  advice 
in  clay  shooting,  including  skeet,  trap  and 
5-stand.  Professional  instructors  will  pro- 
vide hands-on  training  in  marksmanship 
and  safety,  both  for  outdoor  shooting  and 
in  the  high-tech  indoor  pistol  range. 

"Competition  and  team  building  are  at 
the  heart  of  golf,"  says  Westergom,  "and 
we  have  worked  to  extend  that  spirit  in 
new  and  creative  ways."  ■ 

Sponsor  Web  Directory 

Elk  Mountain  Resort 
www.elkmountainresort.com 

Greater  Fort  Lauderdale  CVB 
www.sunny.org 


Is  it  possible  to  be  nostalgic 
for  a  place  you've  never  been  to? 

Welcome  to  a  spectacular  new  luxury  resort  that  feels  as  natural 
as  a  place  you've  known  your  whole  life.  A  place  nestled  in 
the  heart  of  Colorado's  San  Juan  Mountains  that's  filled  with 
an  endless  array  of  outdoor  activities,  giving  new  meaning  to 
the  words  "nature's  playground."  A  place  where  magnificent 
accommodations,  state-of-the-art  business  facilities  and  a 
world-class  restaurant  are  situated  on  275-acres  of  pristine 
country.  A  place  where  meetings  prosper,  couples  celebrate 
and  sportsmen  thrive.  Welcome  to  Elk  Mountain  Resort.  " 

Opening  April  2004 


Fl  K  MOUNTAIN  RFSORT 


Choose  Greater  Fort  Lauderdale  for  your  next  meeting  and  you'll  reach  a  perfect  balance  of  business  and 
pleasure.  With  the  600,000-square  foot,  state-of-the-art  Convention  Center,  miles  of  Blue  Wave  beaches 
and  Intracoastal  waters,  pristine  greens,  enticing  restaurants  and  outdoor  cafes,  Greater  Fort  Lauderdale 
provides  just  the  right  climate  for  successful  meetings  and  conventions.  Get  to  the  bottom  line  at 
www.sunny.org/meetingplanners  or  call  (800)  356-1662  or  (312)  421-8634  in  Chicago,  (703)  684-0456  in  DC. 

GREATER  FORT  LAUDERDALE 

5?2?  Make  it  a  reality  at  www.sunny.org  " 


DON'T  LIMIT 
YOUR  BUSINESS 
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m       GET  OUT  FROM 
BEHIND  YOUR  DESK. 


COME  HERE. 


i/Vomen's  Leadership  Exchange  is  a  unique  business  conference  program 
:reated  by  successful  women  entrepreneurs.  We  offer  you  the  knowledge, 
ools  and  connections  you  need  to  take  your  business  to  the  next  level.  Join 
is  for  the  best  10  hours  you've  ever  invested  in  your  business.  Meet  the 
NLE  Growth  Gurus,  a  team  of  top  business  authorities  who  will  lend  their 
xpertise  to  your  business. 

Iirhursday,  May  13,  2004  -  McCormick  Place  Conference  Center,  Chicago 

"uesday,  August  3,  2004  -  Long  Beach,  CA 
Wednesday,  September  22,  2004  -  Atlanta,  GA 
Friday,  November  12,  2004  -  New  York,  NY 

To  find  out  more  information  about  Women's  Leadership  Exchange 
bnd  the  WLE  Growth  Gurus,  or  to  register  for  the  conference,  call 
1)588-937-5800  or  visit  www.womensleadershipexchange.com. 


Invest  in  Your  Business. 
Register  at  www.womensleadershipexchange.com  today! 
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STOCK  FOCUS 


Ride  the  Rocket 

As  the  world  economy  turns  upward,  says  Citigroup's  global 
strategist,  emerging-market  stocks  will  offer  a  fast  ride. 

BY  MITCHELL  MARTIN 


"The  world  is  getting  its  financial 

self  in  order  after  several  years  of  tur- 
moil," says  Steven  Bleiberg.  "Markets  will 
reward  investors  who  bet  the  good  times 
will  roll." 

As  head  of  global  investment  strategy 
at  Citigroup  Asset  Management,  Bleiberg 
has  reams  of  economic  and  fundamental 
data  at  his  disposal  to  justify  his  optimism. 
He  allows  that  the  economic  signals 
have  at  times  been  at  odds,  but  thinks 
that  overall  they  point  to  rising 
demand  in  the  U.S.,  strong  enough  to 
prevent  another  downturn  anytime 
soon.  And  as  long  as  America  is 
growing,  he  says,  the  world  will  not 
slip  into  recession. 

Nor  is  Bleiberg,  45,  worried  by 
the  seemingly  inexorable  transfer  of 
low-end  jobs  from  the  U.S.  to  China, 
India  and  other  low-wage  nations. 
He  sees  the  formidable  productivity 
growth  of  the  American  economy  as  a  sign 
that  the  country  is  maintaining  its  lead  in 
intellectual  capital.  Such  capital,  he  argues, 
will  eventually  generate  high-paying  jobs 
to  take  the  place  of  the  factories,  call  cen- 
ters and  the  like  that  have  decamped  for 
cheap- labor  climes. 

In  Bleiberg' s  rosy  scenario,  an  expand- 
ing U.S.  economy  keeps  the  world  out  of 
recession.  Yet  that  does  not  make  America 
the  best  place  to  invest,  he  says.  Growing 
economies  reward  risk  takers,  so  Bleiberg' s 
theories  lead  him  to  the  developing  world, 
where  investors  historically  get  the  best 
returns  during  an  expansion. 

As  a  global  strategist,  Bleiberg  doesn't 
pick  stocks,  but  his  colleague  Olivier 
Lemaigre  is  willing  to  name  names. 
Lemaigre,  a  38-year-old  French  native  and 
specialist  in  emerging-market  equities, 
says  shares  in  the  developing  markets  are 
inexpensive  relative  to  their  own  historical 
levels  and  to  valuations  in  the  industrial- 


ized world.  He  reckons  emerging-markets 
stocks  are  going  for  12.5  times  their  earn- 
ings, while  the  developed  world  is  priced 
at  a  multiple  of  17.5. 

Lemaigre  figures  that  companies  in 
both  kinds  of  markets  will  see  their  earn- 
ings increase  by  about  1 5%  this  year,  but 
he  thinks  the  dollar  devaluation  has  yet  to 
run  its  course.  So  from  a  dollar-based  per- 

EmergingPossibiiities^ 


growth  zones  like  the  U.S.  and  China  but 
also  from  improving  domestic  markets. 
South  Korea,  recovering  from  an  economic 
slowdown,  is  dirt  cheap  at  nine  times  this 
year's  estimated  earnings.  Taiwan's  contract 
manufacturers  of  electronic  goods  will 
benefit  from  the  recovery  in  tech  spending. 

The  easiest  way  into  these  two  mar- 
kets, Lemaigre  says:  the  Amex-traded 
iShares  market  baskets  (tickers  are  EWT  for 
Taiwan  and  EWY  for  Korea). 

For  those  who  want  to  play  individual 
names,  some  of  the  bigger  companies  in 
each  country  are  not  only  attractively 
priced  but  they  also  trade  as  American 
Depositary  Receipts. 

One  of  Citigroup's  picks  is  Posco 
(NYSE:  PKX),  the  big  Korean  steelmaker, 


Company  or  fund 

Recent 
price 

Forward 
PIV 

Dividend 
yield 

iShares  Taiwan 

$12.49 

NA 

0.2% 

iShares  South  Korea 

28.58 

NA 

0.8 

Posco 

35.90 

6.7 

3.0 

SK  Telecom 

21.74 

9.5 

0.8 

Taiwan  Semiconductor  Manufacturing 

10.32 

18.0 

0.0 

Prices  as  of  Apr.  1.  'Ratio  of  stock  price  to  estimated  2004  earnings.  NA:  Not  applicable. 
Sources:  FT  Interactive  Data.  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research:  Bloomberg 

spective,  emerging-markets  earnings  will 
rise  by  18%  to  19%  in  2004.  In  other 
words,  a  U.S.  holder  who  buys  and  doesn't 
hedge  the  currency  risk  should  see  an  1 8% 
gain  without  any  P/E  expansion. 

Many  emerging-market  companies 
are  in  relatively  good  shape,  too,  Lemaigre 
says.  The  bulk  of  their  home  countries  had 
their  crises  back  in  1998  and  1999.  Foreign 
investment  evaporated,  forcing  companies 
to  tighten  their  belts,  increase  productivity 
and  pay  off  debt.  Companies  that  survived 
are  stronger  for  their  bitter  experience. 

For  this  year  the  Institute  of  Interna- 
tional Finance,  a  Washington-based  asso- 
ciation of  world  financial  companies,  esti- 
mates that  private-capital  flows  to 
emerging  markets  will  rise  to  $196  billion, 
compared  with  $187  billion  last  year  and 
only  $124  billion  in  2002. 

Lemaigre  said  his  two  favorite  markets 
are  South  Korea  and  Taiwan,  which  he  says 
will  not  only  benefit  from  exports  to 


whose  low  production  costs  enable  it  to 
compete  globally.  The  company  is  traded 
at  6.7  times  estimated  2004  earnings,  and 
its  dividend  yield  is  currendy  3%. 

To  take  advantage  of  the  domestic 
Korean  market,  Lemaigre  likes  SK 
Telecom  (NYSE:  SKM),  the  cellular  com- 
pany, which  is  seeing  sharp  growth  in 
wireless  data  sales.  The  recent  resigna- 
tions of  top  officers  and  directors  indi- 
cates the  company  is  moving  away  from 
the  SK  Group  chaebol,  which  has  been 
shaken  by  an  accounting  scandal.  SK 
Telecom  trades  at  9.5  times  estimated 
2004  earnings. 

In  Taiwan  he  recommends  Taiwan 
Semiconductor  Manufacturing  (NYSE: 
TSM).  The  leading  computer-chip 
foundry  is  trading  at  15  times  Lemaigre's 
expected  2004  profits. 

The  accompanying  table  lists  these 
Korean  and  Taiwanese  stocks  favored  by 
Citigroup.  F 


138     FORBES"  April  26,  2004 


AND  I 
PACK AG 


comprehe 
ntintbgrMnc 

fclflnRKETftlG 


rPK&irucTio 

BUSINESS  ISSU 


JAY  GOULD 

President, 
Pepperidge  Farm 

MARY  LEWIS 

Creative  Director,  Lewis  Moberly 

KARIM  RASHID 

Industrial  Designer  &  Cultural  Shaper, 
Karim  Rashid  Inc. 
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» Maintain  market  leadership  by  leveraging  your  brand's  verbal  and  visual  imagery 
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MAKERS  &  BREAKERS 

For  more  financial  stats,  go  to  www.forbes.com/makers. 

Mouse  or  No,  a  Buy 


Comcast  with  Disney?  A  bargain.  Comcast  without  Disney?  Still 
a  bargain.  John  Maloney,  portfolio  manager  at  M&R  Capital 
Management,  doesn't  see  why  Comcast  stock  has  fallen  15% 
since  the  February  deal  announcement.  Sure,  acquirer's  stock 
usually  sinks  postannouncement,  but  this  is  ridiculous. 

To  his  mind,  COMCAST  (29, CMCSA)  would  be  a  great  fit  with 
Disney — a  synergy  of  content  and  distribution.  He  isn't  per- 
suaded by  the  deal's  critics  who  argue  that  Comcast  executives 
lack  the  creative  zest  that's  needed  at  movie  and  TV  provider 
Walt  Disney.  Comcast  has  offered  Disney  shareholders  0.78 
Comcast  shares  for  each  of  theirs.  Even  without  Mickey  Mouse, 
Comcast  is  poised  to  increase  operating  earnings  (net  before 
depreciation,  interest,  taxes  and  nonrecurring  items)  at  least 
15%  a  year  over  the  next  three  years,  Maloney  estimates. 

Comcast's  chief,  Brian  Roberts,  is  good  at  mergers.  He  has 
masterfully  upgraded  and  integrated  AT&T's  cable  assets.  Since 
the  deal,  the  AT&T  division's  operating  margin  is  up  from  20% 
to  35%,  close  to  the  overall  company's.  New  digital  cable  ser- 
vices like  video-on-demand  and  high-speed  Internet  are  catch- 
ing on.  Capital  spending  should  drop  to  $3.3  billion  this  year 


from  $4.1  billion,  giving  Comcast  the  prospect  of  some 
honest-to-God  cash  flow.  With  a  trailing  multiple  of  enter- 
prise value  (market  cap  plus  debt  minus  cash)  to  operating 
income  of  14,  giant  Comcast  is  cheaper  than  its  smaller, 
slower-growing  peers.  — Christopher  Hehnan 


T. Rowe  Price.  Proven  performance  with  low  expenses: 

1  year  5  year  10  year  Expense 

Ratio 

Balanced  Fund  21.71%  3.77%  8.81%  0.78% 

Lipper  Balanced  19.09%  2.35%  8.09%  1.47% 

Funds  Average 

Blue  Chip  Growth  Fund  29.75%         -0.32%  11.13%  0.96% 

Lipper  Large-Cap  Core  25.59%         -1.75%  8.78%  1.61% 

Funds  Average 

Equity  Index  500  Fund  28.31%         -0.83%  10.76%  0.35% 

Lipper  S&P  500  27.78%         -1.12%  10.64%  0.82% 

Funds  Average 

Growth  Stock  Fund  31.23%  2.23%  11.22%  0.76% 

Lipper  Large-Cap  Core  25.59%  1.75%  8.78%  1.61% 

Funds  Average 

Spectrum  Growth  Fund  34.09%  3.75%  9.80%  0.89% 

Lipper  Multi-Cap  Core  29.89%  2.49%  9.79%  1.57% 

Funds  Average 

Figures  as  of  12/31/03.  Current  performance  may  be  higher  or  lower  than  the 
quoted  past  performance,  which  cannot  guarantee  future  results.  Share 
price,  principal  value,  and  return  will  vary,  and  you  may  have  a  gain  or 
loss  when  you  sell  your  shares.  To  obtain  the  most  recent  month-end 
performance,  call  us  or  visit  our  Web  site. 

Request  a  prospectus,  which  contains  complete  information,  or  a  briefer 
profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and  other 
information  that  you  should  read  and  consider  carefully  before  investing. 
Mutual  funds  are  subject  to  market  risk. 


Average  annual  total  return  liqures  include  changes  in  principal  value,  reinvested  dividends  and  capital  gain  distributions. 
All  funds  excluding  institutional  and  bank  institutional  funds  as  defined  by  Lipper,  more  than  six  months  old  as  ol  12/31/03  are 
included  (Source  for  Lipper  data:  Lipper  Inc.j  I.  Rowe  Price  Investment  Services,  Inc..  Distributor.  MDEQ069203 


Diaper  Rash 

KIMBERLY-CLARK  (64,  KMB),  maker  of  Hug- 
gies  diapers  and  Kleenex  tissues,  has  seen 
some  dirty  days  of  late.  High  energy  costs, 
a  spike  in  pension  expenses  and  a  diaper 
price  war  with  rival 
Procter  &  Gamble — 
all  have  combined  to 
mute  2003  earnings 
growth,  up  a  mere 
1%  to  $1.7  billion  on 
$14  billion  in  sales. 

But  for  2004  the 
company  expects  its  first  decent  earnings- 
per- share  growth  (8%)  in  a  while.  Tissue 
prices  are  on  the  rise,  and  to  tighten  its 
focus  the  company  is  considering  spin- 
ning off  its  pulp  and  paper  operations. 
Already  Kimberly-Clark  stock  has  started 
to  move  up,  but  it  is  still  cheap,  says 
Oppenheimer  senior  analyst  Linda 
Bolton  Weiser.  Shares  trade  at  19  times 
trailing  earnings  versus  Procter's  24. 

— Allison  Fass 


Keep  on  Truckin'       Kombat  Fatigue 


New  federal  regulations  requiring  truck 
drivers  to  get  more  rest  could  turn  out  to 
be  a  boon  for  truck  firms  like  LANDSTAR 
SYSTEM  (43,  LSTR). 

The  new  regulations  mean  more  dri- 
vers will  be  needed,  says  BB&T  Capital 
Markets  analyst  Thomas  Albrecht.  So  a 
lot  of  shippers  must  spread  their  orders 
around.  That  suits  Landstar's  flexible 
business  model  nicely:  The  company 
doesn't  own  its  trucks,  instead  hiring  dri- 
vers as  independent 
contractors. 

Last  year  earn- 
ings rose  3%  to 
$51  million  on  $1.6 
billion  in  revenue, 
up  6%.  Albrecht  ex- 
pects both  top  and 
bottom  line  to  jump  10%  this  year.  That 
should  justify  paying  the  current  26 
times  earnings  for  the  stock. 

— Brendan  Coffey 


midway  GAMES  (7,  MWY)  lives  by  the  sword 
and  is  dying  by  the  sword.  The  problem: 
overreliance  on  its  gory,  old-hat  fran- 
chise title,  Mortal  Kombat,  first  released 
in  1992.  If  you  bought  shares  in  early 
2000  at  $25,  you're  doing  some  hemor- 
rhaging yourself.  Midway  has  not 
posted  a  profit  since  the  second  quarter 
of  its  2000  fiscal  year. 

Why  has  the  stock  climbed  off  the  $2 
low  it  hit  in  August?  Partly  because  of 
buying  by  Viacom 
Chairman  Sumner 
Redstone,  who  owns 
44%  of  the  shares. 
Don't  be  taken  in. 
Midway  attributes  its 
losses  to  consumer 
preference  for  top- 
tier  videogame  titles.  But  its  unproven 
new  titles  like  The  Suffering  and  NBA 
Bailers  are  unlikely  to  work.  We  say  short 
Midway  and  cover  at  $4.  — Daniel  Kruger 


100%  NO  LOAD 


experience  ■  independence  ■  discipline 

Isn't  it  time  to  switch  to  a  low-cost 
T.  Rowe  Price  fund? 


AtT.  Rowe  Price,  we  believe  that  you  shouldn't  have  to  choose  between 
low  expenses  and  strong  performance;  we  offer  funds  with  both.  We 
have  a  broad  selection  of  low-cost  funds  that  have  outperformed  their 
1-,  5-,  and  10-year  Lipper  averages  as  of  12/31/03.  Our  active,  hands-on 
approach  to  investing  is  just  one  of  the  reasons  our  funds  have  per- 
formed so  well  over  time.  We  also  continue  to  keep  our  costs  low: 
100%  of  our  funds  for  individual  investors  have  expense  ratios  below 
their  Lipper  averages,  with  no  loads,  sales  charges,  or  commissions.* 

Our  Investment  Guidance  Specialists  can  help  you  choose  the  low-cost 
fund  that's  right  for  your  goals  and  tolerance  for  risk.  If  you  want,  we 
can  even  help  you  open  an  account  right  over  the  phone. 


TROWEPRICE.COM/MUTUALFUNDS 


1-800-401-5035 


T.RoweRrice 


INVEST  WITH  CONFIDENCE 


Portfolio  Strategy  |  By  K&nneth  L.  Fisher 


Philip  A.  Fisher,  1907-2004 


In  your  bones 
believe  in  capitalism 
and  its  basic  ability, 
despite  recessions  and 
scandals,  to  better  the 
human  condition. 


PHILIP  A.  FISHER  DIED  MAR.  1 1  AT  96  FROM  OLD-AGE. 
He  was  a  great  man.  Not  in  his  last  years,  ravaged  by 
dementia.  Then  he  was  just  a  little  old  man.  But  he 
was  my  little  old  man.  I  will  love  him,  forever!  Among 
the  pioneer,  formative  thinkers  in  the  growth  stock 
school  of  investing,  he  may  have  been  the  last  professional  wit- 
nessing the  1929  crash  to  go  on  to  become  a  big  name. 

His  career  spanned  74  years — but  was  more  diverse  than 
growth  stock  picking.  He  did  early  venture  capital  and  private 
equity,  advised  chief  executives,  wrote  and  taught.  He  had  an 
impact.  For  decades,  big  names  in  investing  claimed  Dad  as  a 
mentor,  role  model, 
inspiration  or  whatever. 

His  first  book,  Com- 
mon Stocks  and  Uncom- 
mon Profits,  appeared  in 
1958.  It  was  the  first  in- 
vestment book  ever  to 
make  the  New  York 
Titties  bestseller  list.  It's 
still  in  print  at  Wiley. 

Phil  Fisher  was  one 
of  only  three  people  ever 
to  teach  the  investment  course  at  Stanford's 
Graduate  School  of  Business.  He  taught  Jack 
McDonald,  the  course's  current  professor.  For 
40  years  Jack  has  seen  to  it  that  you  can't  get 
past  that  class  without  reading  Phil  Fisher.  Dad 
last  lectured  at  Stanford  for  Jack  four  years  ago. 
He  had  a  knack  for  getting  great  minds  to  think 
their  own  thoughts — but  bigger  than  they 
would  have  conceived  otherwise  on  their  own. 
Many  disciples  described  this  experience  to  me. 

People  presume  I  learned  lots  about  stocks 
from  him.  Not  really!  He  got  me  started  and 
then  I  fashioned  my  own  notions,  as  did  every- 
one else  he  influenced.  Much  more  important  in  making  me 
who  I  am  were  his  early  1950s  bedtime  stories.  He  conceived 
stunning  adventure  tales  of  pirates,  explorers,  kings  and  crooks. 
The  fictional  hero  was  Jerry  Clerenden.  I  couldn't  fathom  this  at 
the  time  but  I  realized  later  that  this  character  was  created  as  the 
person  Dad  wanted  me  to  be.  His  stories  drove  me  to  dream  big- 
ger visions  than  most  children  are  allowed. 

He  was  small,  slight,  almost  gaunt,  timid,  forever  fretful. 
But  great  minds  drew  insights  out  of  him  like  water 


Captain  Philip  Fisher:  Feb.  10, 1945 


First,  always  think  long 
term.  A  short-term  horizon,  if  it 
is  relevant  at  all,  is  a  mere  tacti- 
cal tool  to  get  to  your  long-term 
future.  Thinking  long  term  usu- 
ally goes  hand  in  hand  with  a 
low  turnover  of  a  portfolio.  My 
father  bought  Motorola  in  1955, 
when  its  main  attraction  was 
radio  systems.  He  still  owned  it 
at  his  death. 

Next,  every  single  month 
read  Phil  Fisher's  favorite  poem,  Rudyard  Kipling's  oft-quoted 
"If,"  to  help  you  become  Jerry  Clerenden. 

In  your  bones  believe  in  capitalism  and  its  basic  ability, 
despite  recessions  and  scandals,  to  better  the  human  condition. 
From  that  belief  you  can  conclude  that,  over  the  long  term,  the 
stock  market  works.  It  is  better  to  come  to  this  conclusion  from 
faith  than  from  studying  a  column  of  statistics. 

Buy  what  you  understand.  You  can  hear  Peter  Lynch  in  that. 
And  not  too  many  stocks.  You  hear  Warren  Buffett  in  that.  In  his 
prime  Dad  owned  about  30  stocks.  And  diversify  into  different 
types,  and  not  only  your  favorite  types,  so  you 
have  ones  that  work  when  your  favorites  fail. 

Don't  try  to  be  Phil  Fisher.  Or  Warren  Buf- 
fett or  Peter  Lynch  or  anyone  else.  Be  yourself, 
but  be  more  energetic  and  imaginative  than 
you  thought  you  could  be.  Dream  bigger. 

I  remember  what  my  father  said  eight  years 
ago  to  James  W.  Michaels,  then  the  editor  of 
this  magazine:  "What  are  you  doing  your  com- 
petitors aren't  doing  yet?"  At  the  time  Jim 
Michaels  had  been  in  the  job  for  35  years,  but 
he  was  no  less  imaginative  than  he  had  been  at 
the  start. 

Try  posing  that  question  about  some  cher- 
ished company  in  your  portfolio.  What  is  the  management 
doing  that  the  competition  is  not  doing?  Great  managements 
live  the  answer  and  in  the  process  create  great  stocks. 

Ignore  the  long-term  doomsters.  The  future  is  just  begin- 
ning and  will  be  awesome.  My  father  would  say  technology  of- 
fers society  a  bounty  in  the  decades  ahead  that  is  vastly  under- 
estimated even  by  technologists.  Still,  it  is  as  powerful  to  invest 
in  companies  adopting  technology  as  those  creating  it.  With 
either,  he  would  urge  buying  stocks  of  firms  he  called  "funda- 
mental." You  don't  buy  assets  or  earnings  but  the  overall  en- 


from  a  well. 

His  views  are  in  his  writings  and  those  of  others.  I  won't  \  deavor.  I'll  have  stocks  for  you  next  month.  V 

repeat.  What  remains  unsaid?  What  would  he  think  now  if  T  ,  pQ|-Kpo    I  Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money  manager, 

he  were  alive  and  in  his  right  mind?  *■        I  Visit  his  home  page  at  www.forbes.com/fisher. 
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Stnr.k  Trends  |  By  Laszlo  Birinyi  Jr. 

Bet  on  the  House 


WILLIAM  F.  BUCKLEY  LOVES  THE  WORD  "OXY- 
moron" — the  linking  of  two  seemingly  contra- 
dictory terms.  He  suggests,  usually  with  a  twin- 
kle in  his  eye,  that  "liberal  Republican"  is  a 
classic  example  of  the  term.  In  the  financial 
arena,  one  oxymoron  is  "market  research." 

Of  course,  while  a  great  deal  of  research  is  done  on  Wall 
Street,  astoundingly  little  is  solidly  based  on  the  market's  his- 
tory and  current  trends.  Volumes  are  written  about  the  likely 
direction  of  stocks,  but  upon  investigation  these  are  typically 
based  on  nothing  more  empirical  than  hope. 

You  might  remember  early 
1999,  when  a  relatively  small 
number  of  hot  stocks  were 
propelling  the  markets  higher. 
Every  commentator  with 
access  to  a  computer  and  a 
database  calculated  the  ten  or 
so  stocks  that  were  responsible 
for  50%  of  the  market's  gain, 
and  found  that  favoritism  to 
be  an  ominous  sign.  History 
shows,  though,  that  such  a 
small  leadership  group  has  not 
been  unusual.  In  1980,  when 
the  market  was  up  26%,  a 
mere  17  stocks  accounted  for 
half  the  gain. 

One  Wall  Street  report  earlier  this  year  suggested  that  energy 
stocks  tend  to  perform  best  late  in  the  stock  market  cycle.  Yet 
my  firm  found,  to  our  surprise,  that,  historically,  energy  stocks 
do  well  (and  better  than  the  S&P  500)  almost  from  the  beginning 
of  bull  markets. 

The  controversy  regarding  trading  systems  is  another  area 
in  which  opinion  and  politics  substitute  for  analysis.  For 
instance,  Standard  &  Poor's  announced  that  it  would  use  clos- 
ing American  Stock  Exchange  prices  for  some  Nasdaq-listed 
stocks  when  calculating  the  S&P  500.  The  point  is  to  overcome 
distortions  from  heavy  last-minute  Nasdaq  trades  at  the  end  of 
a  day's  session.  Alas,  some  of  those  stocks,  which  are  part  of  the 
S&P,  have  no  activity  on  the  Amex.  Didn't  they  check? 

And  the  New  York  Stock  Exchange  trading  process  is  under 
pressure  in  part  because  it  allegedly  costs  too  much  and  is  a 
bit  slower  than  electronic  trading.  But  I  am  not  moved  by 
estimates,  guesses  and  political  posturing.  As  someone  who 
has  been  around  the  security  markets  for  five  decades,  I  am 
always  suspicious  of  rule  changes  made  to  pacify  regulators  or 
politicians.  One  argument 


So  exchange 
reform  is  going 
to  be  a  boon  for 
investors?  Not 
likely.  The  real 
winners  will  be 
the  brokers, 
getting  fatter  fee 
income. 


else"  or  "the  other  market" 
does  it.  If  you  had  a  teenager 
giving  you  that  as  a  rationale 
for  drinking,  would  you  be 
persuaded? 

Again  some  research  is  in 
order.  Look  what  happened 
after  Great  Britain's  "Big  Bang" 
in  1986  that  overhauled  its 
markets,  supposedly  making 
them  more  electronic  and  more 
competitive.  The  British  made 
this  move  based  on  little  more  than  the  assurance  that  it  was 
modern,  and  therefore  good. 

But  it  turned  into  a  loser  all  around.  U.S.  and  German  firms 
emerged  as  dominant,  and  trading  became  so  efficient  that  no 
one  made  any  money.  Before  Big  Bang,  most  mutual  funds  out- 
performed the  index  there;  today  about  80%  of  the  money  is 
indexed.  As  the  chairman  of  the  London  Stock  Exchange  was 
later  to  say:  "It  was  a  foolish  way  to  study  the  future  of  a  great 
international  market." 

The  contention,  especially  from  institutional  investors,  is 
that  electronic  trading  is  both  faster  and  cheaper.  Faster  and 
cheaper?  A  Porsche  is  faster  than  a  Chevy,  but  the  Porsche  costs 
more.  Gap  clothing  is  cheaper  than  Armani,  but  is  Gap  better? 

As  a  result  of  my  firm's  money  flow  analysis,  wherein  we 
capture  every  single  trade  in  the  world,  we  can  calculate  the  cost 
of  trading  using  a  methodology  devised  by  the  Securities  & 
Exchange  Commission  itself.  In  a  recent  study,  we  found  that 
NYSE  trades  are  cheaper  than  off-exchange  trades.  But  more  dis- 
concerting was  that  the  cost  of  electronic  trading  after  hours — 
which  was  advertised  as  a  boon  for  the  little  guy — turned  out  to 
be  horrifically  expensive.  In  fact,  the  SEC  has  conceded  this  pric- 
ing problem  in  its  2000  study  "Electronic  Communication  Net- 
works and  After  Hours  Trading." 

The  push  to  reform  is  a  function  of  politics,  business  and 
public  pressure.  But  isn't  it  somewhat  oxymoronic  that  long- 
term  investors  want  immediate  transactions?  Remember,  too, 
an  old  adage:  Invest  in  haste,  repent  in  leisure. 

Despite  my  misgivings,  political  realities  will  probably  pre- 
vail and  the  reform  group  will  get  its  way.  The  real  winners  will 
be  the  brokers,  who  will  benefit  from  the  costlier  trades  via 
sweeter  fee  income. 

That's  why  I  must  swallow  hard  and  buy  their  shares.  While 
I  own  stocks  of  several  big  brokers  like  Morgan  Stanley,  my 
choices  here  are  the  most  trading-oriented  ones,  Ameritrade 
Holding  (is,  amtd)  and  E-Trade  Financial  (13.  ET).  F 


for  change  is  that  "everyone 


pY^f llpC  I  Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport.  Conn. -based  financial  consulting  firm. 
— — a-iom    I  Web  site:  www.lbirinyi.com.  Visit  his  home  page  at  www.forbes.com/birinyi. 
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Automotive 

■^American  Honda  Motor  Co.,  Inc. 

www.hondacars.com 

^BMW  X3 

800-334-4BMW 

Bmwusa.com/newX3 
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www.aladdincasino.com 
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www.americasguest.net 

Bellagio 
www.bellagio.com 
^b  Caesars  Palace 
www.caesars.com 
^  Hard  Rock  Hotel  &  Casino 
www.hardrockhotel.com 
~^b  Lake  Las  Vegas  Resort 
www.lakelasvegas.com 
^  Mandalay  Bay  Resort  &  Casino 
www.mandalaybay.com 
^9  Paris 

www.parislasvegas.com 
•^The  Mirage 
www.mirage.com 
^b  The  Venetian 
www.venetian.com 
"t5  Wynn  Las  Vegas 
www.wynnlasvegas.com 

Business  Traveler 

^3M 

www.3m.com 
^b  Radisson 
www.radisson.com 
^b  Westin 
www.westin.com 


=Web  visit  phone  call  only 


Small  Stocks  |  Ry  Marc  Robins 

Politics  Versus  the  Market 


WHAT  CAN  WE  BLAME  FOR  THE  INTERRUPTION  IN 
the  stock  market's  recovery  this  winter?  Meager 
job  growth?  As  the  strong  March  employment 
figures  show,  hiring  is  finally  picking  up.  Soaring 
oil  prices?  Oil  producers  know  better  than  to 
beggar  their  customers,  so  they  will  probably  ease  up  a  bit  on 
the  throttle  and  prices  will  fall.  Terrorism  fears?  While  more 
attacks  may  come,  the  vast  U.S.  economy  is  unlikely  to  be  crip- 
pled as  a  result. 

Well,  we  have  to  blame  something.  Small-cap  issues,  which 
tend  to  do  great  in  a  market  upturn,  had  been  enjoying  a  won- 
derful ride.  By  January  the 
Russell  2000  (which  covers 
small  stocks)  had  climbed 
back  to  the  heights  it  had 
attained  in  early  2000.  Then 
the  index  proceeded  to  slip 
7%  through  March  before 
nudging  back  up  amid  opti- 
mism on  earnings  reports. 

I  blame  the  nasty  2004 
presidential  election.  Since 
1976,  when  I  cast  my  first 
ballot  for  president,  the  con- 
tests have  gotten  increas- 
ingly vituperative  and  de- 
grading. No  matter  which 
party  is  in  power,  the  cam- 
paigns are  more  about  tear- 
ing the  opponent  down 
than  about  building  the  nation  up.  Democracy  is  the  founda- 
tion of  our  society.  Yet  how  can  what  makes  the  country  this 
great  be  this  painful? 

In  the  current  election  season,  thanks  to  news  media  ampli- 
fication, both  sides  have  pumped  up  the  issues  almost  beyond 
recognition.  We  learn,  for  instance,  that  George  Bush  is  some- 
how the  villain  who  has  given  us  a  weak  recovery,  even  though 
ours  is  a  free-market  economy  and  the  government  has  limited 
powers  over  it.  By  going  negative  so  vehemently  and  so  early, 
the  candidates  paint  an  unappealing  picture  of  the  future.  It 
dampens  what  markets  need  most — hope. 

Mean  political  rhetoric's  collateral  damage  is  public  confi- 
dence, which  I  measure  by  market  sentiment,  not  the  University 
of  Michigan's  consumer  survey.  (The  market  is  a  better  predic- 
tor because  people  are  voting  with  what  really  matters,  their 
own  money.)  Don't  be  surprised  by  future  market  dips  this 
year,  provoked  by  more  campaign  blather. 

Fortunately,  this  too  shall  pass. 
Once  the  whole  political  mess  is  over  in 


The  mud  wrestling 
that  passes  for  the 
2004  presidential 
campaign  has  had 
a  baleful  influence 
on  stock  prices. 
The  candidates' 
slurs  are  hurting 
investors'  hope  for 
the  future. 


November,  the  blue  funk  will  be 
over  as  well.  Consumer  discre- 
tionary spending,  which  hasn't 
done  badly  of  late,  will  really  take 
off.  The  economy  should  be  in 
solid  shape  by  year-end,  with  job 
creation  no  longer  a  worry. 
Today  is  the  time  to  look  for  the 
gems  that  will  glitter  on  the 
rebound.  Here  are  my  small-cap 
choices,  consumer-discretionary 
stocks  that  showed  strong  ad- 
vances through  2003  and  have  sputtered  a  bit  recently. 

Boats  are  the  ultimate  in  leisure.  MarineMax  (27,  HZO)  is  the 
nation's  largest  boat  retailer,  with  sales  triple  those  of  its  near- 
est rival.  It  provides  the  amateur  mariner  with  everything  from 
financing  to  maintenance.  MarineMax  surprised  Wall  Street  in 
its  fiscal  first  quarter,  ended  in  December,  with  a  strong  earn- 
ings per  share  of  14  cents.  The  consensus  for  the  October- 
December  period,  the  industry's  slowest,  was  for  a  3-cent  loss. 
Following  a  strong  fiscal  2003  ($1.26),  my  firm  projects  EPS  of 
$1.40  for  2004  and  $1.55  for  2005.  The  stock  goes  for  19  times 
trailing  earnings. 

Recreation-meister  Brunswick  Corp.  (38,  BC)  makes  boats 
(such  as  Sea  Ray,  Bayliner,  Boston  Whaler,  MerCruiser)  and 
much  more.  It  makes  the  equipment  for  bowling  alleys  and  also 
a  variety  of  exercise  gear  from  strength-training  machines  to 
treadmills.  In  2003  earnings  leapt  45%  to  $1.65  a  share.  This 
year  it  should  hit  $2.25.  That  kind  of  growth  justifies  its  some- 
what high  trailing  multiple  of  27. 

The  venerable  name  in  men's  clothing  Hartmarx  (6,  HMX) 
allows  you  to  get  in  on  two  trends:  the  revival  of  wearing  suits  to 
the  office  and  an  uptick  in  dressier  casual  wear.  This  operation 
soldiered  through  a  killer  trend  that  now  is  leveling  off — busi- 
ness-casual style.  Known  best  for  its  Hart  Schaffner  Marx  and 
Hickey-Freeman  suits  and  coats,  Hartmarx  countered  by 
expanding  its  casual  lines,  such  as  Racquet  Club  and  Palm 
Beach.  Further,  Hartmarx  struck  license  agreements  with  the 
likes  of  Tommy  Hilfiger  to  make  his  clothing,  bearing  his  label, 
for  sale  in  a  variety  of  midrange  retail  outlets. 

Hartmarx  has  reduced  employee  count  from  5,000  to  4,200 
and  performed  a  balance-sheet  restructuring  that  helped  lower 
interest  expense  by  50%.  Men's  apparel  has  been  sluggish  up  to 
now,  despite  the  company's  best  efforts,  and  revenue  dipped  a 
bit  last  year.  Nevertheless,  the  cost  reductions  allowed  EPS  to 
increase  8  cents,  to  26  cents.  We  expect  40  cents  this  year  and  50 
cents  in  2005.  The  P/E  is  24,  close  to  the  broader  market's.  F 


Forbes 


Marc  Robins  is  chief  investment  officer  for  the  Robins  Group,  an  institutional  brokerage 
firm.  Visit  his  home  page  at  www.forbes.com/robins. 
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Michael  Seid  &  Associates  MSA  provides  domestic  and 
nternational  franchise  advisory  services  to  established  franchisors, 
;ompanies  seeking  to  establish  franchise  and  licensing  systems  and 
:ompanies  converting  to  franchisee  ownership. 

For  companies  contemplating  franchising,  our  Feasibility 
\ssessment  assists  in  determining  whether  franchising  is  the  right 
iistribution  method  to  meet  their  goals. 

Our  straight-forward,  practical  approach  to  problem  solving  has 
;arned  us  the  reputation  of  being  able  to  deliver  strategies  that  can 
)e  effectively  implemented  by  our  clients  rather  than  offering  pre- 
packaged programs.  We  develop  long-term  relationships  with  our 
clients  who  range  from  large  corporations  to  start-ups. 

FOLD'S  Gym  Gold's  Gym  is  the  most  recognized  name  in  fitness. 
3ur  franchise  is  a  healthy  alternative  to  many  other  franchise  con- 
;epts.  The  Gold's  Gym  franchise  program  has  been  designed  to  give 
op  gym  operators  and  entrepreneurs  around  the  world  the  opportuni- 
y  to  benefit  in  the  $13.1  billion  fitness  industry.  We  provide  award- 
vinning  advertising  and  the  most  comprehensive  training  in  the 
ndustry;  we  also  offer  the  power  in  numbers  to  our  franchisees 
vhich  saves  time  and  money  when  dealing  with  suppliers.  Above 
ill,  we  offer  the  power  of  the  Gold's  Gym  brand  which  is  apparent  in 
he  standards  we've  set  for  over  39  years  as  the  leader  of  the  fitness 
ndustry. 

EIandyMan  CONNECTION^  According  to  Harvard  University's 
|  oint  Center  for  Housing  Studies  over  26  million  homeowners  spent 
Inore  than  SI 65  billion  on  residential  home  repairs  and  improve- 
ments in  1999-2001.  The  entire  residential  remodeling/repair  indus- 
try now  rivals  new  home  building  in  size.  With  an  estimated 

'50,000-800,000  remodeling  contractors,  this  industry  remains  high- 
ly fragmented  and  is  characterized  by  easy  entry,  high  failure  rates. 
Kind  unreliable  service. 

One  company.  Handyman  Connection,  is  leading  the  industry  in 
■hanging  this.  In  less  than  10  years  Handyman  Connection  grew 
rom  a  single  business  enterprise  into  the  85th  largest  Home 
mprovement  Company  in  the  U.S.  with  over  100  franchises  in  the 
J.S.  and  Canada.  In  2003,  the  average  Handyman  Connection  fran- 
hise  had  revenues  greater  than  90%  of  all  home  remodeling  firms  in 
he  U.S.  Handyman  Connection's  experience  and  unique  business 
nodel  addresses  all  of  the  homeowners  concerns  while  providing  a 
i  ignificant  business  opportunity  for  entrepreneurs. 


JEW  YORK  NY 


FRESH  CPEL-1 


Excitement  is 
New  York! 


Quick  Casual  Concept  Featuring 
Gourmet  Sandwiches,  Hot  NY  Style 
Subs,  Salads  &  More. 

1-800-285-7310  •  www.nynyfreshdeli.com 


Franchise  Your  Business 


We  wrote  the  book  on  franchising 


Michael  H.  Seid  &  Associates,  LLC 

Contact:  Kay  Ainsley,  770-794-0746 
or  visit  our  website, 
www.msaworldwide.com 


Own  A  Piece 
Of  Gold 


GYM 
BRAND 

(Sporting  Goods  Business  200212003) 

CO-ED  FITNES 
FRANCHISE 


jTTTRlLLION  INDUSTRY 

39  YEARS  •  650  GYMS  •  3  MILLION  MEMBERS  ■  ONE  GREAT  NAME 


(Franchise  Times  200212003) 


goldsgym.com/franchise 

or  call  800-457-5375  x3063 


Making  the  Most  of 
Your  Abilities? 


With  a  Handyman  Connection® 

franchise  you  can  use  your 
business  skills,  management  ability, 
plus  your  own  exacting  standards 
to  build  your  own  business  for 
years  to  come.  A  Handyman 
Connection®  business  has  limited 
overhead,  few  employees,  no 
inventory,  no  accounts  receivable, 
and  no  capital  equipment 

Since  1991,  we've  changed  the  way  homeowners  shop  for  home 
repairs.  Each  year  we  "connect"  over  5,000  skilled  craftsmen  with 
busy  homeowners.  Our  time-tested  Tools  for  Success3"  proprietary 
systems  have  set  the  standard  in  the  industry.  Make  no  mistake, 
Handyman  Connection®  is  the  original  among  imitators. 

To  learn  about  how  our  franchise  partners  have  been  transfonving  the  home 
repair  business  for  the  last  1 2  years,  please  call  Scott  Oaks  at 
1-800-466-5530  ext  116,  or  go  to  www.handymanconnection.com. 


©Handyman 
CONNECTION 


Are  you  incapacitated  by  chronic 
pain?  There  is  a  host  of  new  gadgets 
out  to  deal  with  the  problem. 
Some  of  them  may  work. 


BY  ROBERT  LANGRETH 
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GREGORY  PAULUS  INJURED  HIS  BACK  LIFTING  WEIGHTS 
two  years  ago.  The  agony  was  so  bad  he  couldn't  step 
out  of  bed,  let  alone  walk,  without  downing 
painkillers.  "It  was  the  worst  period  of  my  life.  The 
bottoms  of  my  feet  were  pins  and  needles,  I  was 
depressed  and  my  productivity  suffered  at  work,"  the  31 -year- 
old  drug  industry  account  manager  recalls. 

Several  doctor  friends  said  he  needed  surgery,  but  he  didn't 
want  anyone  slicing  up  his  back.  Then  University  of  Pennsylva- 
nia physiatrist  Curtis  Slipman  persuaded  him  to  try  a  new  30- 
minute  outpatient  procedure  that 
repairs  herniated  discs  using  a  needle, 
no  general  anesthesia  required. 
Within  hours  his  pain  had  subsided, 
and  by  the  end  of  the  week  it  was  vir- 
tually gone.  The  results  were  so  good 
that  he  talked  his  brother,  who  also 
suffered  severe  back  pain,  into  flying 
up  from  Texas  to  get  it  done. 

Sufferers  of  bad  backs,  sore  elbows, 
severe  heartburn  and  painful  prostates 
have  historically  faced  two  main  op- 
tions: drugs  and,  if  those  fail,  surgery. 
But  now  medical  device  makers  are  in- 
troducing an  array  of  new,  minimally 
invasive  procedures  to  provide  long- 
term  pain  relief  without  all  the  costs, 
risks,  complications  and  recovery  time 
of  full-scale  surgery.  "We  are  shifting 
the  nature  of  health  care  from  maxi- 
mally invasive  to  minimally  invasive 
therapies,"  says  Joshua  Hirsch,  director 
of  interventional  neuroradiology  at 
Massachusetts  General  Hospital. 

Three  companies,  including  tiny 
ArthroCare  in  Sunnyvale,  Calif.,  are 
touting  new  needle-based  treatments 
for  back-related  pain.  Other  minimally 
invasive  technologies  (no  surgery)  are 
being  used  to  stop  heartburn,  zap  en- 
larged prostates  and  destroy  painful 
uterine  fibroids,  making  a  hysterectomy 
unnecessary.  There  are  even  exotic  new 
shock-wave  treatments  for  heel,  elbow 
and  shoulder  tendinitis. 
The  problem  for  patients:  Because  these  treatments  are  so 
new,  it's  hard  to  know  whether  they  work  better  than  tradi- 
tional methods,  or  even  work  at  all.  Adding  to  the  confusion 
are  the  differing  standards  for  regulating  drugs  and  devices. 
While  a  drug  company  must  slog  through  two  controlled  stud- 
ies to  prove  that  an  experimental  drug  works  better  than  a 
placebo,  devicemakers  often  can  get  their  gadgets  cleared  by  the 
Food  &  Drug  Administration  without  such  detailed  studies.  In 
many  cases  all  the  manufacturer  has  to  do  is  show  that  a  device 
is  reasonably  safe  and  "substantially  equivalent"  to  other  legally 


marketed  devices.  The  result,  contends  University  of  Washing- 
ton back  pain  expert  Richard  Deyo,  is  that  devices  sometimes 
"can  be  approved  without  any  good  evidence  that  they  reduce 
pain  or  do  anything  useful." 

Here's  the  lowdown  on  several  controversial  new  treatments. 


Cock  Pstin 


Ever  since  back  surgery  was  invented  in  the  1930s  doctors  have 

looked  for  less-invasive  alternatives — everything  from  burning 
away  spinal  material  with  lasers  to  injecting  enzymes  derived 
from  papaya. 

The  latest  attempt  is  nucleoplasty,  a  procedure  marketed  by 
ArthroCare  as  a  simpler  way  to  repair  herniated,  or  bulging, 
discs.  The  doctor  guides  a  needle  into  the  pulpy  center  of  the 
bulging  disc  and  vaporizes  a  small  amount  of  tissue  using  radio- 
frequency  energy.  The  hope  is  that  the  disc  will  shrink  back  to  its 
normal  size,  reducing  pressure  on  the  nerve,  which  otherwise 
can  cause  debilitating  leg  pain.  The  $3,000-to-$6,000  procedure 
can  be  done  in  less  than  an  hour  and  requires  only  local  anes- 
thesia. The  patient  is  back  at  work  in  a  few  days.  Medical  device 
firm  Stryker  recently  introduced  a  gadget  that  uses  mechanical 
force  to  remove  tissue  through  a  needle. 

Some  20,000  nucleoplasty  procedures  were  done  last  year,  up 
50%  from  the  year  before,  according  to  ArthroCare,  which  sells 
the  tissue-zappers  used  in  the  procedure.  Practitioners  claim  an 
80%  success  rate  and  argue  there  is  little  downside,  since  a  patient 
can  always  have  surgery  later.  "It  is  a  huge  advance.  This  is  here 
to  stay,"  enthuses  radiologist  Hirsch,  who  has  done  about  150  of 
the  procedures  and,  he  says,  would  have  done  a  thousand  by  now 
if  more  insurance  companies  covered  it. 

Skeptics,  including  both  surgeons  and  nonsurgeons,  cite  a  lack 
of  randomized,  controlled  studies  proving  that  nucleoplasty  works. 
Back  pain  expert  Deyo  says  that  nucleoplasty  is  just  the  latest  in  a 
long  line  of  methods  to  remove  or  modify  disc  tissue  via  a  needle; 
previous  versions  have  proven  less  effective  than  removing  the  disc. 

ArthroCare  officials  argue  that  nucleoplasty  produces  better  re- 
sults than  previous  techniques  because  it  has  fewer  side  effects, 
and  says  controlled  studies  are  on  the  way.  The  company  is  spon- 
soring a  100-person  study  comparing  nucleoplasty  with  nonop- 
erative  treatments  like  steroid  injections.  Meanwhile,  three  inde- 
pendent European  studies  will  compare  nucleoplasty  with  either 
surgery  or  a  placebo  procedure.  But  the  data  won't  be  in  until  at 
least  2005. 


Heartburn 


Surgery  to  fix  the  faulty  valve  that  causes  acid  reflux  has  long  been 

the  treatment  of  last  resort  for  severe  heartburn.  It's  grown  in 
popularity  over  the  past  decade  but  still  entails  an  overnight  hos- 
pital stay,  a  week's  recovery  and  a  5%  complication  rate.  And  the 
repair  may  eventually  break  down  in  as  much  as  60%  of  patients. 

Now  medical  device  makers  are  trying  to  crash  the  $13  bil- 
lion heartburn  market.  In  the  last  three  years  they  have  introduced 
four  new  devices  that  aim  to  provide  a  long-lasting  fix  for  heart  - 
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burn,  using  outpatient  procedures  that  can  be  done  in  less  than  an 
hour,  without  general  anesthesia  or  cutting.  A  fifth  is  in  final-stage 
trials  at  devicemaker  Medtronic.  The  procedures  are  directed  at  the 
20%  of  heartburn  sufferers  who  don't  like  to  take,  can't  tolerate  or 
don't  respond  to  daily  drugs  and  who  don't  want  surgery.  "In  the 
past  it  was  take  a  pill  every  day  or  have  an  operation,  and  there  was 
nothing  in  between,"  says  New  York  gastroenterologist  Lawrence 
Cohen.  "Now  the  algorithm  has  changed." 

The  new  procedures  are  all  performed  using  a  cameralike 
device  called  an  endoscope,  which  snakes  down  the  throat  and 
allows  doctors  a  view  of  the  esophagus.  The  goal  is  to  tighten  up 
or  otherwise  improve  the  faulty  valve,  called  the  esophageal 
sphincter,  that  lets  acid  reflux  back  into  the  esophagus.  C.R. 
Bard's  EndoCinch  is  essentially  a  miniature  sewing  machine  that 
puts  pleats  at  the  junction  of  the  stomach  and  the  esophagus. 
The  Stretta  system,  sold  by  tiny  Curon  Medical  of  Fremont, 
Calif.,  zaps  the  valve  with  radio  waves  in  an  attempt  to  shrink  it 
by  heating  the  collagen.  A  more  recent  entrant,  Enteryx  from 
Boston  Scientific,  involves  injecting  an  inert  polymer  near  the 
junction  of  the  stomach  and  the  esophagus  in  an  attempt  to 
strengthen  the  muscle  there. 


own,  with  rest,  painkillers  or  specially  fitted  heel  cushions.  But 
some  patients  develop  such  severe  pain  that  the  only  remaining 
option  is  for  surgeons  to  partially  sever  the  fibrous  band  at  the 
bottom  of  the  foot,  a  painful  operation  that  can  require  months 

for  recovery. 

Now  there  is  a  controversial  new  option  for  severe  cases: 
shock  waves.  The  therapy,  a  variation  on  the  technology  used  to 
crush  kidney  stones,  involves  pounding  the  heel  with  highly 
focused  sound  waves  generated  by  a  large  machine  called  a 
lithotripter.  Two  companies,  HealthTronics  Surgical  Services  of 
Marietta,  Ga.  and  Dornier  MedTech  of  Munich,  Germany,  have 
each  gained  FDA  approval  for  shock  wave  machines  for  heel 
pain.  HealthTronics  and  Siemens  are  selling  shock  wave 
machines  for  treating  tennis  elbow.  The  theory  is  that  the 
pounding  somehow  stimulates  the  body's  own  healing  process, 
prompting  growth  of  new  blood  vessels. 

The  procedure,  which  usually  requires  minimal  anesthesia, 
takes  as  little  as  30  minutes  and  has  few  side  effects.  "It  might 
revolutionize  the  way  we  treat  heel  pain,"  says  Massachusetts 
podiatrist  Lloyd  Smith,  president-elect  of  the  American  Podi- 
atric  Medical  Association.  "It  can  cure  heel  pain  almost 


In  the  past  it  was  take  a  pill  or  have  an 
operation.  Now  the  algorithm  has  changed." 


In  small,  uncontrolled  studies,  the  devices  seem 
to  help  roughly  two-thirds  of  patients.  But  the  devices  are  so 
new  it  is  not  at  all  clear  how  they  compare  with  one  another,  let 
alone  how  they  stack  up  against  drugs  or  surgery.  Insurers  are 
only  beginning  to  cover  the  procedures.  The  Stretta  system  is  the 
only  device  so  far  with  published  trial  results  comparing  it  with 
a  control  group  of  patients  who  got  a  fake  treatment  (Boston 
Scientific  promises  to  report  a  controlled  trial  of  Enteryx  later 
this  year;  trials  of  the  other  devices  are  ongoing).  The  64-patient 
trial  produced  mixed  results:  61%  of  patients  who  received  the 
real  procedure  reported  complete  heartburn  relief  versus  33% 
of  patients  who  got  the  fake  treatment.  But  the  procedure  didn't 
significantly  decrease  acid  levels  or  medication  use,  prompting 
some  doctors  to  theorize  that  Stretta  is  destroying  nerve  endings 
without  fixing  reflux  at  all. 

The  consensus  among  gastroenterologists  is  that  one  or  at 
most  two  of  the  devices  will  survive  the  test  of  time  and  become 
a  standard  treatment  option,  while  the  others  will  fade  away.  But 
until  more  data  are  available  on  how  well  the  treatments  hold  up 
in  the  long  term,  many  gastroenterologists  are  holding  off  pre- 
scribing the  treatments. 


Foot  Pain 


More  than  2  million  Americans  surfer  from  debilitating  heel  pain 

stemming  from  inflammation  of  the  plantar  fascia,  a  fibrous 
band  of  tissue  that  supports  the  arch  of  the  foot.  This  condition, 
often  misleadingly  called  heel  spurs,  usually  gets  better  on  its 


overnight  in  patients  resistant  to  other  therapies." 

But  studies  to  date  have  produced  conflicting  results  on 
whether  shock  waves  work.  Two  studies  funded  by  industry  and 
vetted  by  the  FDA  found  that  the  therapy  was  modestly  benefi- 
cial. In  HealthTronics'  302-person  study,  for  example,  heel  pain 
improved  in  60%  of  those  who  got  the  therapy,  versus  48%  of 
those  who  got  a  fake  treatment.  But  two  recent  studies,  includ- 
ing one  in  the  prestigious  Journal  of  the  American  Medical  Asso- 
ciation and  one  in  the  British  Medical  Journal,  found  that  heel 
patients  who  received  shock  wave  therapy  did  no  better  than 
patients  who  received  a  fake  treatment. 

German  surgeon  Michael  Haake,  who  led  the  BMJ  study, 
argues  that  the  apparent  benefits  of  the  heel  procedure  are  noth- 
ing more  than  a  placebo  effect.  But  Harvard  orthopedic  surgeon 
George  Theodore,  who  helped  conduct  the  Dornier  study, 
claims  that  the  failed  studies  are  flawed  because  they  used  low- 
energy  shock-wave  pulses  that  were  below  the  threshold  needed 
to  have  a  heel-healing  effect,  unlike  the  successful  FDA  studies 
that  used  higher  energies.  Proponents  also  point  to  a  recent 
study  published  in  JAMA,  which  found  that  high -energy  shock 
waves  were  better  than  low-energy  waves  in  treating  patients 
with  shoulder  tendinitis  resulting  from  calcium  deposits. 

While  the  debate  rages,  many  insurers  are  refusing  to  cover 
shock  wave  treatment,  which  can  cost  $1,500  to  $5,000.  Some 
adventurous  patients  are  jetting  to  Germany  or  Canada,  where 
prices  are  lower,  to  get  treatment.  A  much  cheaper  alternative  is 
to  try  special  foot  stretches:  a  University  of  California,  San  Fran- 
cisco study  found  that  this  helped  72%  of  the  time.  F 
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Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits 
Complete  Training. 
Call  for  Free  Information. 

800-995-0049  ext.  1862 


Form  Your  Delaware 
Corporation  or  LLC  Now! 

FREE  Delaware  Incorporation 


Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


A  Mind  Boggling  Profit  Potential 

Earn  a  serious  six  figure  income  yearly 
with  our  proven  program  now  being 
implemented  in  high  schools  across  America. 
Exciting  &  unique  opportunity  for 
individual  w/  mgmt./sales  ability, 
tnv.  of  $19,500 

866-635-8455 


"Former  Iowa  Prison  Guard 

Shows  Investors  How  to 
Escape  Financial  Prison  and 
Truly  Profit  From  America's 
Heartland" 

In  This  FREE  Report  I  reveal  the 
easy  to  implement  apartment  and 
commercial  property  investment 
system,  with  a  10  year  track  record, 
that  millionaire  real  estate  investors 

are  profiting  from  -  here  in  the 
heartland  of  the  U.S.  With  No  Time 
Consuming  Management  Necessary 
-  and  how  I  discovered  it  years  ago 
while  working  as  a  prison  guard. 
www.daringarman.net  or 
FREE  Recorded  Message  At 
1-800-471-0856  ID#3333 


VENTURE  CAPITAL  BUSINESS,  CAREER 
AND  INVESTMENT  OPPORTUNITY. 

POTENTIAL  SEVEN  FIGURE  INCOME. 
$9,750  INVESTMENT  REQUIRED. 

COMPLETE  INFORMATION  BY  E-MAIL. 

Call  214-446-0652 


Business  Loans  -  Equipment  Least 

OWN  YOUR  OWN 
BUSINESS  LOAN  COMPANY 

Mo  txponsnco  nttded    We  support  yout 

motive  ■  FREE 

45  MINUTE  VIDEOTAPE  SEMINAR  MBao 
FUL'.  COLOR  INFO  PACKET  &  BROCHURE 


CALL  TODAY 

800-336-3933 


ASSET  PROTECTION 
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Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning  A 
Mr/ A 


Steven  Sears,  CPA  •  Attorney  at  Law 

949-262-1100  'www.searsatty.com 


■  Global  Investments 


TIMESHARES 


save  up  to.. 
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% 

off  retail! 


,  BEST  RESORTS, 
PRICES  S  WEEKS 

•  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  800-640-7639 


HOLIDAYGROUP.com 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Carrier.  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 
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Sales  Leads  &  Mailing  Lists 


14  Million  Businesses -Select  by  geography, 
sales  volume,  business  type,  contact  name, 
credit  rating  and  more. 

13  Million  Executives  &  Professionals  - 

Reach  the  right  decision  makers. 

Call:  1-800-264-4241 

www.infoUSA.com  oifor 


New  Homeowners, 
Wealthy  Individuals, 
New  Movers 


Select  by:  Age,  Income,  Home  Value,  Occupation 

Call:  1-800-266-7704 

Email,  sandiw@infousa.com 

www.infoUSA.com 


Gray  Rocks  Ranch  Guernsey,  Wyoming 


•  Extremely  Scenic 

•  Professional  Landscaping 

•  Thermal  Springs 

•  Trophy  Game 

•  Lake  Frontage  (2  miles) 

•  Low-Elevation  Mountains 

•  Hard  Grass  Plains 


Warm  Springs  Canyon  Unit 
13,408  total  acres  $4,270,000 
Lake  Unit 

10,980  total  acres  $3,450,000 
Total  Gray  Rock  Ranch 
24,628  total  acres  $7,300,000 


Newman  Realty  Blair  Newman,  Broker 
800-658-4431  *  307-532-7131 

land@newmanrealty.biz  www.newmanrealrv.net 


stments 


thebrightspot.com 

Website  and  catalog  of 
Mission,  Mica,  Tiffany 
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Free  Info:  1-866-541-1792  Ext.  290 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process. 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 
It's  InvestorTainment®  We  use  investor 
funds  to  purchase  distressed  property 
nationwide.  The  properties  are 
rehabilitated  and  sold  for  a  profit-Simple! 
Rated  lowest  Risk  by  Dun  &  Bradstreet 
Toll  Free  (877)610-5982 
Office  847-426-8701 
CEO  847-341-4325 
Website  www.investforclosures.com 
Email  info@investforclosures.com 


Sequoia  International  Consultants 


www.sequoiainternational.us 


REALISTIC  ASSET  PROTECTION 
AND  TAX  DEFERRAL 
STRATEGIES  FOR  THE  21ST  CENTURY 

•  Offshore  Asset  Protection  Trusts 

•  Offshore  Corporations  and 
Limited  Liability  Companies 

•  International  Life  Insurance  Trusts 

•  Domestic  &  International 
Tax/Estate  Planning 


1-800-507-1510 


Forbes  Subscribers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice 


U  underwater  barnstormers  roll, 


De6P  bank>r-Com,ng 


EROBATICS  I'D  HEARD  OF.  BUT 
"hydrobatics"?  I  cinched  my 

J,  five-point  safety  harness  tighter. 
wS&k  Looking  out  from  inside  a  Plexi- 
glas  bubble,  I  could  see  the 
choppy  waters  of  California's  Monterey 
Bay.  Waves  smacked  against  our  sub's 
stubby  wings.  Seated  just  ahead  of  me,  his 
head  inside  a  second  bubble,  sat  Graham 
Hawkes,  the  craft's  creator  and  pilot. 
"Ready  to  dive?"  he  asked. 

The  tempo  of  the  twin  electric  thrusters 
increased.  We  submerged.  The  craft's  nose 
dropped  30  degrees,  and  I  tipped  forward 


in  my  seat, 
happy  for  the  safety  harness'  re- 
straint. Below  us  lay  a  vault  as  vast  and  wel- 
coming as  the  sky's.  We  gained  speed,  soar- 
ing, banking — flying.  Hawkes  means 
"flying"  literally,  not  as  metaphor.  Me- 
chanical linkages  connect  the  joysticks  and 
rudder  pedals  to  external  surfaces  that  con- 
trol pitch,  roll  and  heading. 

The  same  physics  apply  to  vehicles  im- 
mersed in  air  and  water,  allowing  for  dif- 
ferent values  of  mass  and  viscosity.  Deep 
Flight  Aviator's  wings,  viewed  in  cross  sec- 
tion, look  exactly  like  an  airplane's,  upside- 
down:  They're  curved  on  the  bottom,  flat 
on  top.  As  the  craft  moves  forward,  the  flow 
of  water  over  the  curved  side  pulls  the  wing 


downward.  Cut 
the  engines  and  Deep  Flight  Aviator 
floats  back  to  the  surface.  Just  as  in  a  plane, 
you  can  stall  if  you  assume  too  steep  an 
angle  of  attack.  Hawkes,  to  his  chagrin,  has 
stalled  several  times.  No  one  yet  has  done  a 
loop-the-loop,  but  Hawkes  thinks  such 
maneuvers  will  come  soon,  as  hydrobatic 
pilots  gain  experience  and  confidence. 

Moving  at  10  knots,  the  sub  develops 
the  same  wing  forces  as  an  aircraft  flying  at 
280  knots.  Here's  the  math:  Forces  are 
(roughly)  proportional  to  the  density  of 
the  fluid  and  to  the  square  of  the  velocity, 
Water  has  (roughly)  800  times  the  density 
of  air.  Scaling  back  the  speed  by  a  factor  of 
28  leaves  you  where  you  were,  dragwise, 
because  the  square  root  of  800  is  some- 
where around  28. 
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About  those  elec- 
tric motors:  Since  power  is  drag 
times  velocity,  the  Aviator  needs  only  V28 
an  airplane's  power.  That's  good  news, 
says  Hawkes,  since,  with  existing  battery 
and  electric  motor  technology,  he  can 
manage  14hp  in  a  22-foot  sub  but  not 
much  more. 

Each  cockpit  is  individually  pressur- 
\  ized  and  stays  completely  dry  (absent 
(  potentially  fatal  leaks).  The  Plexiglas  bub- 
bles, which  afford  unlimited  visibility, 
also  function  as  hatches.  The  craft  is  all 
but  silent,  the  whir  of  its  battery-powered 
thrusters  a  whisper  compared  with,  say, 
the  noise  of  a  scuba  regulator.  On  a  recent 
tour  of  a  500-foot-deep  Bahamian  trench 
Hawkes  surprised  a  shark  that  hadn't 
sensed  the  Aviator's  presence.  "I'd  never 
seen  a  surprised  shark  before,"  he  says. 
"Pretty  quick,  he  was  all  tail." 

The  British-born  Hawkes,  55,  holds  a 
degree  in  mechanical  engineering  from 


Borough 
Polytechnic.  He  also 
holds  the  world-record  depth  for 
a  solo  ocean  dive  in  a  submersible,  at 
3,000  feet — "People  think  it's  interesting 
there,  but  you're  just  sitting,"  he  says.  He 
dreamed  up  the  Aviator  after  designing 
deep-diving  suits  for  offshore  oil  rigs  and 
submersibles  for  scientific  research. 
(Titanic  director  James  Cameron  owns 
two  craft  that  Hawkes  designed.)  Hawkes 
has  worked  for  both  military  and  private 
clients.  "All  my  previous  submersibles 
were  like  blimps,"  he  says.  They  sub- 
merged by  losing  buoyancy,  then  put- 
putted  around  ponderously.  "Then  one 
day  I  realized  I  could  build  an  airplane 
instead." 

Last  year  he  sold  his  first  (and  only) 
Aviator  to  a  pair  of  entrepreneurs  who  had 
paid  $15,000  apiece  to  attend  a  three-day 
"flight  school."  One  of  them,  Jay  Wade,  a 
software  entrepreneur  in  Oklahoma  City, 
says,  "When  I  saw  this,  flew  in  this,  I  fell  in 
love  with  it."  The  sensation,  he  says,  was  di- 
rectly comparable  to  what  he  feels  flying  a 
Cessna  172.  "But  I  wouldn't  plunk  my 
money  down  if  it  didn't  appeal  to  me  as  a 


business- 
person." 
Wade  figures  that  at 
$1.7  million  the  Aviator  might 

make  a  nice  recreational  adjunct  to  a 
big  yacht.  High-end  resorts  could  use  it  to 
give  underwater  tours.  "It'll  never  be  big  as 
an  outright  sale — a  hundred  would  be  a 
lot,"  says  Wade.  "But  there  is  a  much  big- 
ger business  in  leasing."  And  instruction: 
Hawkes  is  offering  another  tutorial  this 
month  in  the  Sea  of  Cortez,  off  Mexico. 

Just  2%  of  the  undersea  world  is  well 
understood.  Scuba  divers  seldom  go 
much  deeper  than  130  feet,  while  most 
research  subs  concentrate  on  depths 
below  2,000.  Everything  in  between  is 
aqua  incognita,  and  well  within  the  Avia- 
tor's range.  Richard  Pyle,  a  Hawaii-based 
researcher  who  helped  design  a  breathing 
apparatus  good  for  500  feet,  says  he  finds 
as  many  as  seven  new  species  of  fish  an 
hour  at  that  depth. 

Hawkes  and  his  investors  have 
competition  for  the  personal  submarine 
market.  Seamagine  of  Claremont,  Calif, 
makes  two-  and  three-man  custom  subs. 
U.S.  Submarines  of  Fort  Lauderdale,  Fla. 
makes  "luxury"  submersibles  that  look  a 
bit  like  conventional  yachts.  Priced  from 
$1  million  to  $78  million,  they  come 
equipped  with  recliner  chairs,  stereo  sys- 
tems and  wet  bars.  All  very  nice,  says 
Hawkes — but  not  the  same  as  flying.  F 
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THOUGHTS 

On  the  Business  of  Life 


M  ining  solo  in  a  celebrity  den,  it  was  unavoidable  as  well  as  bemusing  to  overhear  and  look 
Jm  over  the  neighbors,  so  centered  and  so  conscious  of  their  Selves.  On  the  right,  an  aged 
JL^^^r  Stage  pomposity  was  asked  by  his  attractive,  younger  lady  friend — when  she  was  able 
to  get  a  word  in  edgewise — about  the  possibility  of  seeing  a  former  mutual  actor  friend.  "I  suppose  we 
could  try  and  resuscitate  him,"  he  responded  with  indifference.  Do  you  suppose  the  energy  shortage 
could  help  to  curb  the  fuel  fed  to  such  insatiable  egos?  —MALCOLM  S.  FORBES  ( 1979) 


Tlie  affair  between  Margot  Asquith 
and  Margot  Asquith  will  live  as  one  of 
the  prettiest  love  stories  in  all  literature. 

—DOROTHY  PARKER 


The  average  person  thinks  he  isn't. 

—FATHER  LARRY  LORENZONI 


/  have  never  seen  a  greater  monster 
or  miracle  than  myself. 

—MONTAIGNE 


/  talk  to  myself  because  I  like  dealing 
with  a  better  class  of  people. 

—JACKIE  MASON 


Egotism:  The  art  of  seeing  in  yourself 
what  others  cannot  see. 

—GEORGE  HIGGINS 


The  nice  thing  about  egotists  is  that 
they  don't  talk  about  other  people. 

—LUCILLE  HARPER 


The  ego  is  willing  but  the  machine  cannot 
go  on.  It's  the  last  thing  a  man  will  admit, 
that  his  mind  ages. 

—WILL  DURANT 


/  happened  to  catch  my  reflection  the 
other  day  when  I  was  polishing  my 
trophies,  and,  gee,  it's  easy  to  see  why 
women  are  nuts  about  me. 

—TOM  RYAN 


Egotism  is  the  anesthetic  that  dulls  the 
pain  of  stupidity. 

—FRANK  LEAHY 


J  own  and  operate  a  ferocious  ego. 

—BILL  MOYERS 


Egotism  is  usually  subversive  of  sagacity. 

—MARIANNE  MOORE 


To  know  oneself,  one  should  assert 
oneself 

—ALBERT  CAMUS 


People  hate  me  because  I  am  a 
multifaceted,  talented,  wealthy, 
internationally  famous  genius. 

—JERRY  LEWIS 


If  being  an  egomaniac  means  that  I  believe 
in  what  I  do  and  in  my  art  or  my  music, 
then  in  that  respect  you  can  call  me  that. 
I  believe  in  what  I  do,  and  I'll  say  it. 

—JOHN  LENNON 


A  Text... 

Who  is  a  wise  man  and  endued  with 
knowledge  among  you?  Let  him 
shew  out  of  agood  conversation  his 
works  with  meekness  of  wisdom. 

—JAMES  3:13 

Sent  in  by  Nan  Jacobsen,  Litchfield  Park,  Ariz. 
What's  your  favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the  Business  of  Life  is 
given  to  senders  of  Bible  texts  that  are  used. 

More  than  14,000  "Thoughts,"  arranged  alphabetically  by 
subject,  are  available  in  a  900-page,  one-volume 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  on  the 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping  and 
$1  per  item  for  handling  (add  applicable  sales  tax). 
To  order,  please  call  toll-free,  1  -800-876-6556. 
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BURLINGAME  PUBL  LIB 

430  PRIMROSE  RD  ^AY  -  4  2094 

BURLINGAME  CA  34010-4 


BURLINGAME 


Traditional  model:  An  investment  firm's  headquarters  tells  its  financial  consultants  what  they 
should  sell  to  their  clients. 

A.G.  Edwards'  model:  Our  Home  Office  is  the  support  staff,  not  the  master.  Its  sole  purpose  is  to 
provide  a  vast  array  of  resources  to  help  our  financial  consultants  help  you  — from  research 
reports  to  leading  technologies  to  unparalleled  training  to  whatever  else  it  takes. 

Our  belief:  Financial  consultants  should  serve  their  clients'  interests  and  nothing  else. 

That  means: 


Bottom  line:  It's  about  our  clients.  And  after  our  clients,  come  our  clients.  There  is  no  close 
second.  This  was  our  belief  back  in  1887  when  we  started  A.G.  Edwards.  It's  our  belief  now. 
And  it  will  be  for  the  next  117  years. 

To  meet  with  an  A.G.  Edwards  financial  consultant,  visit  www.agedwards.com  or  call  (866)  379-4243. 


NOT  BUSINESS  AS  USUAL 


INTRODUCING  COLOR-ENABLED  CANON  i mageRUNNER®  SOLUTIONS.  FOR  PRINTING  A  FEW  PAGES  OF  COLOR  WHEN  YOU  NEED  IT 


The  answer  is  the  latest  addition  to  the  Canon  imageRUNNER  family:  the  new  col  or- enabl ed 
Canon  imageRUNNER  C6300  and  imageRUNNER  C3100.  They're  fast,  they're  versatile  and  they 
let  you  add  a  few  pages  of  color  to  your  usual  black-and-white  printing  when  you  need  it 


nlhich  makes  for  more  eye-catching  documents  and  entertaining 
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(7)  Distribution 
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most  powerful  two-person  financial  firm  in  the  world,  www.ubs.com 
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Bill  is  our  president.  He  stresses  the  importance  of  integrity  in  money 
management.  He  knows  that  we  succeed  only  by  making  others  successful. 
Can  strong  values  contribute  to  strong  results?  Just  look  at  the  numbers. 


Name  of  Fund 

Fund  Category 

1  Yr. 

5  Yrs. 

10  Yrs. /Life  of  Fund 

Inception  Date 

Vistasu  (TWCVX) 

Mid-Cap  Growth 

54.95% 

13.33% 

10.34%/ 10.89% 

11/25/83 

Global  Growth*  (TWGGX) 

World  Stock 

47.71% 

6.27% 

—  /9.07% 

12/1/98 

Large  Company  Valuef  (ALVIX) 

Large  Value 

39.34% 

—  /5.11% 

7/30/99 

High-Yield  Munift  (ABHYX) 

High-Yield  Muni 

6.94% 

5.66% 

—  /5.98% 

3/31/98 

Average  annual  total  returns  as  of 3/31/04 

Data  presented  reflect  past  performance.  Past  performance  is  no  guarantee  of  future  results.  Current  performance  may  be  higher  or  lower  than  the 
performance  shown.  Investment  return  and  principal  value  will  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost.  To  obtain  perform- 
ance data  current  to  the  most  recent  month  end,  please  call  1-877-44-AMCEN  or  visit  www.americancentury.com.  Performance  reflects  Investor  Class 
shares.  For  information  about  other  share  classes  available,  please  consult  the  prospectus.  Data  assume  reinvestment  of  dividends  and  capital  gains. 

'International  investing  involves  special  risk,  such  as  political  instability  and  currency  fluctuations. 

'Available  exclusively  through  investment  professionals. 

investment  income  may  be  subject  to  certain  state  and  local  taxes  and,  depending  on  your  tax  status,  the  federal  alternative  minimum  tax.  Capital  gains 
are  not  exempt  from  state  and  federal  income  tax.  The  lower-rated  securities  in  which  the  fund  invests  are  subject  to  greater  credit  risk,  default  risk  and 
liquidity  risk. 


Hfonesty.  Hard  work.  Patience.  We  believe  strong  values  and 


>trong  performance  go  hand  in  hand.  American  Century 

Investments 

Genuine.  Results. 


Call  1-877-44-AMCEN  or  your  investment  professional,  or  visit  www.americancentury.com 

\You  should  consider  a  fund's  investment  objectives,  risks,  and  charges  and  expenses  carefully  before  you  invest. 
\The  fund's  prospectus,  which  can  be  obtained  by  calling  1-877-44-AMCEN,  contains  this  and  other  information 
about  the  fund,  and  should  be  read  carefully  before  investing. 

{American  Century  Investment  Services,  Inc.,  distributor. 

Whe  American  Century  logo,  American  Century  and  American  Century  Investments  are  service  marks  ot  American  Century  Services  Corporation.  ©  2004  American  Century  Services  Corporation 
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(ok,  what  an  untaught 


MidCap  SPDR:  the  complete  S&P  MidCap  400  in  one  share. 

Find  out  more:  visit  www.amex.com/MDY  or  call  i-8oo-77/£  AMEX. 

*Usual  brokerage  commission  applies.  For  more  complete  MidCap  SPDR  information  and  a  prospectus,  including  potential  risks, 
I-80O-THE  AMEX  or  visit  www.amex.com/MDY.  Read  prospectus  carefully  before  investing. 

ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 


eb  of  opportunity  we  weave. 


The  weaving  prowess 
of  spiders  is  not  limited  to 
silk;  they  also  work  wonders 
with  securities. 

MidCap  Spiders  (MDY) 
are  exchange  traded  funds 
that  add  the  whole,  diverse 
S&P  MidCap  400  to  your 
portfolio  in  one  shot. 
Each  share  represents  the 
whole  basket  of  S&P 
MidCap  400  stocks  just 
like  a  traditional  index 
fund.  But  you  buy  and  sell 
MidCap  Spiders  like  a 
stock.  In  fact,  they  trade 
all  day  long.  So  they're 
the  best  of  both  worlds  — 
made  even  better  by  low 
management  fees. 

If  you're  interested  in 
the  S&P  MidCap  400, 
this  is  a  smart  way  to  own  it. 
MidCap  Spiders  are  one 
of  IOO+  exchange  traded 
funds  listed  on  the 
American  Stock  Exchange. 
Ask  your  advisor  to  spin 
you  the  whole  story. 
Or  visit  amex.com/MDY. 


MidCap 

CD  ifCf 

AMERICAN 

STOCK  EXCHANGE* 


ap  SPDRs  arc  subject  to  risks  including  possible  loss  of  principal.  Past  performance  is  no  guarantee  of  future  results. 

lidCap  400''  and  MidCap  SPDR*  are  trademarks  of  The  McGraw-Hill  Companies,  Inc.,  and  have  been  licensed  for  use  by  PDR  Services  LLC 
merican  Stock  Exchange  LLC.  MidCap  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  Standard  &  Poor's  and  Standard  &  Poor's 
no  representation  regarding  the  advisability  of  investing  in  MidCap  SPDRs.  ©2003  American  stock  exchange  llc 
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Ill  PrdlSG  Of  Sin  TciXGS  At  commuting  hour  the 
freeways  are  wickedly  crowded.  Environmentalists  have  a  moral 
solution  to  this  problem.  Let  carpoolers  use  the  fast  lane  and  con- 
demn solo  commuters  to  slow  torture  in  the  other  lanes.  Econo^ 
mists  have,  naturally,  an  economic  solution.  Put  a  stiff  tax  on  the 
fast  lane  and  let  anybody  use  it. 

As  Robert  Poole  shows  on  page  44,  the  economic  solution  is 
marvelously  effective  at  relieving  traffic  congestion.  Why  don't 
we  apply  this  approach  to  more  of  the  world's  environmental 
hazards?  Instead  of  outlawing  bad  behavior  or  punishing  it  with 
criminal  sanctions,  why  not  legalize  it  but  charge  a  fee?  Let  pol- 
luters pollute,  and  collect 
some  cash  in  the  bargain. 

The  environmental  cru- 
sade of  the  moment  is  against 
mercury  emitted  from  the 
smokestacks  of  coal-fired 
power  plants.  If  you  approach 
this  matter  with  the  moral  fer- 
vor of  a  Sierra  Club  member, 
the  debate  is  about  the  grand- 
father exemption  granted  to 
older  plants,  and  about 
whether  the  Bush  Administra- 
tion has  sold  out  to  the  utili- 
ties by  making  the  exemption 
too  broad.  But  why  do  we 
need  to  make  moral  distinctions?  If  mercury  is  bad,  tax  it.  It 
doesn't  matter  whether  it's  coming  from  an  old  plant  or  a  new 
one.  Charge  a  mercury  emission  fee  of  $50  a  gram,  and  let  the 
marketplace  decide  where  to  put  the  stack  scrubbers. 

The  moralistic  answer  to  greenhouse  gases:  oudaw  gas  guz- 
zlers. If  you  see  the  atmosphere  as  a  battleground  between  the 
forces  of  good  and  evil,  itty-bitty  cars  are  good  and  SUVs  are  evil. 
But  what  difference  does  it  make  to  the  Earth  whether  a  gallon  of 
gasoline  is  wasted  because  the  owner  wants  to  drive  a  big,  safe  car, 
or  because  the  owner  makes  unnecessary  trips  to  the  recycling 
center?  If  carbon  is  the  problem,  tax  it.  A  nickel  a  pound  would 
do  a  lot  to  change  driving  habits. 

Environmentalist's  view  of  spotted  owls:  They  are  sacred 
creatures.  Economist's  view:  They  are  worth  so  much.  You  get 
more  economic  efficiency  from  the  marketplace  solution.  Put  a 
price  on  the  owl's  head,  maybe  $50,000,  and  let  forest  owners 
decide  which  trees  are  worth  chopping  down. 

There's  a  reason  why  fees  are  scarcer  than  fines  in  environ- 
mental law.  Environmentalists  are  afraid  of  prices,  marketplaces 
and,  above  all,  anything  that  hints  at  a  profit  motive.  They  should 
get  over  these  misgivings.  Sin  taxes  on  alcohol  work  better  than 
Prohibition  did.  They  might  work  better  for  other  harmful 
substances,  too. 
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1,300  flights  serving  over 

100  countries  and  territories  a  day. 

Sorry,  we  don't  take  passengers.) 


WE  STARTED  IN 
THE  MAILROOM. 


NOW  WE'RE 
PRACTICALLY 


RUNNING 

THE  PLACE. 


If  you  still  think  of  Pitney  Bowes  as  the  postage-meter  people,  here's  a  thought: 
Today,  we're  working  with  nearly  every  FORTUNE  500  company,  engineering  solutions 
that  go  far  beyond  the  mailroom. 

By  optimizing  the  flow  of  documents,  mail  and  data  that  stream  into  and  out  of 
your  organization,  we  can  transform  it  into  a  powerful  tool  for  advancing  business. 

The  results  can  be  extraordinary:  From  more-profitable  customer  relationships  to 
improved  cash  flow;  a  safer,  more-secure  operation  to  24/7  backup  in  case  of  disaster. 
The  list  is  virtually  endless.  But,  then,  so  are  our  ideas. 

Hopefully,  we've  piqued  your  curiosity.  But  we  can  assure  you  that  it  will  be  fully 
rewarded  with  a  visit  to  pb.com/solutions.  Or,  if  you  prefer,  a  call  to  1  866  DOC  FLOW. 


Engineering  the  flow  of  communication 


Bowes  Inc.  All  Rights  Reserved. 
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IS  IT  SMART     \  WHCRE'S  THE  MARKET  COINr;-' 

TO  BE  A  BULL?   8  nxn  rw  A  RISKY  W0Rl0 


For 

POISO 
PILLS 

THE  MEN  AND 
MONEY  PUSHING 
DANGEROUS  DIET 
SUPPLEMENTS 


FORBES  Gets  RX  for  Chill  Pill 


ALSO*) 
RATTNC 
THE  eiCCEST 
CORPORATE 


Like  all  industries,  the  dietary  supplement 
industry  has  some  poster  boys  for  bad  be- 
havior that  make  responsible  companies 
cringe,  as  detailed  in  "Poison  Pills"  (Apr. 
19,  p.  78).  But  the  Dietary  Supplement 
Health  &  Education  Act  (DSHEA)  actually 
provided  the  Food  &  Drug  Administration 
with  more  authority  than  it  previously  en- 
joyed, including  additional  tools  for  re- 
moving products  from  the  market  based 
on  safety  concerns.  Since  DSHEA  was 
passed,  the  FDA  has  chosen  to  use  that  new 
authority  only  once,  for  ephedra.  While  some  claim  the  law  has  tied  the  agency's 
hands,  the  truth  is  that  the  FDA  until  recently  has  been  sitting  on  its  hands.  An- 
other reason  the  FDA  has  only  had  to  use  its  new  authority  once?  By  and  large, 
dietary  supplements  are  safe.  DSHEA  allows  companies  to  produce  a  wide  vari- 
ety of  safe,  beneficial  and  affordable  products  valued  by  the  1 50  million  Amer- 
icans who  choose  to  supplement  their  diets  with  our  products. 

ANNETTE  DICKINSON 
President,  Council  for  Responsible  Nutrition 
Washington,  D.C. 

The  headline  "Poison  Pills"  and  the  use  of  skulls  in  the  illustrations  contribute 
to  a  growing  hysteria  about  dietary  supplements.  Don't  throw  the  baby  out  with 
the  bathwater.  Millions  like  me  demonstrate  through  our  purchases  that  dietary 
supplements  help  us  more  than  pharmaceuticals  do.  Misuse  of  regulated  drugs 
contributes  to  far  more  deaths  than  the  164  linked  to  ephedra  since  1994;  even 
aspirin  kills  and  injures  more.  Trust  the  market.  The  "cure"  of  banning  or  greatiy 
limiting  dietary  supplements  is  far  worse  than  the  purported  disease.  Inform 
consumers,  and  include  foreign  research  and  usage.  Enforce  purity  and  label 
accuracy,  but  don't  abuse  enforcement  to  make  supplements  unavailable.  Let  us 
be  free  to  choose. 

ERNEST  LIEBERMAN 
New  York,  N.Y. 
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The  Oracle  Speaks 

Regarding  "Philip  A.  Fisher,  1907-2004" 
(Apr.  26,  p.  142),  I  met  Phil  Fisher  in  the 
early  Sixties,  after  reading  his  first  book. 
His  ideas,  like  those  of  Ben  Graham, 
were  simple  but  powerful,  and  I  wanted 
to  meet  the  man  whose  teachings  had 
such  an  influence  on  me.  I  dropped  in 
without  an  appointment.  Phil,  of  course, 
had  no  idea  who  I  was  but  couldn't  have 
been  more  gracious.  A  born  teacher,  he 
couldn't  resist  an  eager  student.  It's  been 
over  40  years  since  I  integrated  Phil's 
minkhig  into  my  investment  philosophy. 
As  a  consequence,  Berkshire  Hathaway 


shareholders  are  far  wealthier  than  they 
otherwise  would  have  been.  Forty  years 
ago  Ben  Graham  and  Phil  Fisher  were 
my  only  investment  heroes.  They 
remain  so  today. 

WARREN  E.  BUFFETT 
Chief,  Berkshire  Hathaway 
Omaha,  Neb. 

Word  of  Honor 

In  response  to  "A  Bribe  by  Any  Other 
Name"  (Apr.  19,  p.  54),  I  offer  the  fol- 
lowing facts  about  Mercer  Investment 
Consulting.  We're  always  forthcoming 
about  our  relationships  with  all  parties, 


Smith  Barney  has  the  highest  client  satisfaction  of  the  top  national  full-service  brokerage  firms.*  As  we  and  our  clients  well  know, 
success  rarely  comes  without  hard  work  and  determination.  It's  a  simple  concept  that  every  Financial  Consultant  at  Smith  Barney  lives  by 
The  tact  is,  a  successful  Financial  Consultant  must  always  be  thinking  and  planning.  Because  the  best  work  doesn't  only  happen  between 
9  and  5.  It's  this  relentless  work  ethic  that  our  clients  have  come  to  expect  from  us.  And  what  we  demand  from  ourselves. 
For  more  information,  visit  us  at  smithbarney.com. 

THIS  IS  WHO  WE  ARE.  THIS  IS  HOW  WE  EARN  IT."  j^MJ^H BARNEY 

citigrou|ir 

©  2004  Citigroup  Global  Markets  Inc.  Member  SIPC.  Smith  Barney  is  a  division  and  service  mark  ol  Citigroup  Global  Markets  Inc  and  its  affiliates  and  is  used  and  registered  throughout  the  world  CITIGROUP  and  the  Umbrella  Device 
are  trademarks  and  service  marks  of  Citicorp  or  its  affiliates  and  are  used  and  registered  throughout  the  world  THIS  IS  WHO  WE  ARE.  THIS  IS  HOW  WE  EARN  IT  is  a  service  mark  of  Citigroup  Global  Markets  Inc  'Source  2003  NF0 
Affluent  Market  Survey,  lielded  May-July  '03  and  included  3.304  participants.  The  satisfaction  score  represents  a  rating  of  their  primary  tinancial  service  provider  "Top  national  lull-service  brokerage  firms"  are  delined  as  the  top  live  firms 
with  Ihe  highest  total  client  assets  under  management  as  ol  40  2003. 


Think  it.  Record  it.  Don't 

It's  a  notebook  PC,  and  with  a  flip  of  the  screen  it's  as  simple  to  use  as  a  pad  and  pen 
It's  a  Tablet  PC.  Now  you  can  type  it  in  or  write  it  down  right  on  the  screen,  even  right  on 
a  Microsoft i  Word*  document.  Plus  it  runs  the  full  range  of  Windows*  XP  compatible 
applications,  including  the  new  Microsoft  Office  System,  so  they  can  be  at  your 
command  wherever  you  go.  See  it  in  action  at  microsoft.com/tabletpc 


m 

Microsoft"  - 

Windows 

Tablet  PC  Editior 


Corporation:  All  rights  reserved.  Microsoft,  Windows,  the  Windows  logo,  the  Windows  Start  logo,  and  'Your  potential.  Our  passion."  are  either  registered  trademarl 
rporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respecti 


READERS  SAY 


including  sibling  company  Putnam 
Investments.  We  strive  for  full  trans- 
parency with  regard  to  our  business 
model  and  welcome  any  review  that 
increases  transparency  across  the  industry. 
All  money  managers  are  free  to  be 
included  in  our  manager  database  at  no 
charge,  nor  do  we  charge  them  to  be 
included  in  any  investment  searches  we 
conduct  on  behalf  of  clients.  We  also  don't 
accept  any  soft-dollar  payments  for  any  of 
our  services  or  products.  Mercer's  income 
from  nonconsulting  activities  represents 
less  than  10%  of  our  revenue  and  has  no 
influence  on  our  manager  search  activi- 
ties. We  are  clear  about  our  responsibilities 
to  our  clients  and  will  do  nothing  to 
jeopardize  their  trust. 

BARRY  S.  MCINERNEY 
U.S.  Practice  Leader 
Mercer  Investment  Consulting 
New  York,  N.Y. 

Riddle  Me  This 

"The  Immortal  Pill"  (Apr.  26,  p.  50) 
called  torcetrapib  certainly  holds  a  lot  of 
promise  for  both  mankind  and  Pfizer,  if  it 
works.  But  with  controversies  over  drug 
prices  in  the  U.S.,  the  rush  of  patients  to 
Canada  for  better  prices,  never  mind  the 
cries  from  pharmaceutical  companies  that 
drugs  coming  south  may  not  be  the  same 
as  those  sold  in  the  U.S.,  it  astounds  me 
that  this  drug  is  going  to  be  manufactured 
in  Ireland  in  a  new  $90  million  factory. 
Pfizer  gets  top  dollar  for  its  drugs  here, 
j  Won't  those  pills  sold  in  the  U.S.  and 
Canada  come  out  of  that  same  plant  in 
Ireland?  What  will  Pfizer's  excuse  be  as  to 
why  Canadian  torcetrapib  is  different  than 
the  U.S.  version? 

CHUCK  SAKOLSKY 
Boynton  Beach,  Fla. 

No  Fly-by-Night  Here 

"Trading  With  the  Enemy"  (Apr.  12, 
p.  86)  implies  that  Emirates  Airlines  was 
complicit  in  a  scheme  to  evade  export 
controls.  It  is  not  right  to  say  "that  nei- 
ther Emirates  Airlines  nor  the  UAE  have 
been  criticized  publicly  or  blacklisted  by 
U.S.  officials."  Why  should  we  be?  DHL 
exported  the  shipment  of  medical 
switches  from  South  Africa  to  Pakistan 


using  Emirates  Airlines.  As  the  article 
indicates,  Dubai  is  a  major  hub  for  both 
sea  and  air  with  millions  of  tonnes 
of  cargo  passing  through  the  ports 
each  year — one  of  many  such  ports 
worldwide. 

MIKE  SIMON 
Director  of  Corporate  Communications 
Emirates  Airlines 
Dubai,  U.A.E. 

Charge  It! 

In  "Electric  Chic"  (Apr.  19,  p.  42)  FORBES 
selectively  chooses  statistics  to  support  its 
foregone  conclusion — that  hybrid  cars 
aren't  cost-effective.  Try  running  those 
calculations  with  a  difference  of  29  miles 
per  gallon  (Toyota  Prius)  as  opposed  to 
2mpg.  Then  do  the  calculations  with  gas 
at  $2.39  (quoted  in  the  accompanying 
photo),  at  20,000  miles  per  year,  and  the 
case  becomes  compelling.  And  while  most 
Americans  may  agree  that  hybrids  aren't 
a  sound  economic  choice  today,  why  do 
you  suppose  lapan  invests  heavily  in  hy- 
brids? Think  about  what  happens  when 
gas  prices  hit  $2.50  and  increased  sale  vol- 
ume of  hybrids  reduces  their  cost.  Com- 
panies like  Honda  and  Toyota  will  be 
poised  to  lead  the  growing  market, 
whereas  those  of  us  watching  from  the 
sidelines  today  will  find  it  tough  to  get 
into  the  game  tomorrow. 

DARREN  HAMMELL 
Chief,  Princeton  Power  Systems 
Princeton,  N.J. 

Close  Call  for  Ozzy 

In  "Music  Lessons"  (Apr.  26,  p.  59)  we 
incorrectly  stated  that  Sony  Music  Chief 
Andrew  Lack  had  cut  the  company's  ties 
with  rocker  Ozzy  Osbourne.  After  FORBES 
went  to  press,  Sony  informed  us  that  its 
relationship  with  Osbourne  was  ongoing. 

In  "Copycats  No  More"  (Apr.  19,  p. 
66)  we  misidentified  isotretinoin  as 
Pfizer's  antiacne  drug.  In  fact,  the  drug  is 
manufactured  by  Roche,  under  the  label 
Accutane. 


Forbes 

Send  e-mail  to  readers@forbes.com  or  visit 
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With  T-Mobile  HotSpot,  mobile  employees  can  wirelessly  access  the  office  fro 
wherever  they  go.  Each  location  offers  Wi-Fi  Internet  service  for  laptops  or  PDA 
and  is  a  part  of  the  nation's  largest  Wi-Fi  network.  Check  e-mails.  Downloa 
data-rich  files.  Upload  presentations  on  the  fly.  It's  Wi-Fi  in  its  most  secure  ar 
reliable  form,  and  it's  here  to  help  the  modern  workforce  get  more  out  of  each  da 
For  more  information,  log  on  to  www.t-mobile.com/hotspot  or  call  1-877-822-SPO" 


Available  at  over  4500  locations  nationwide  including: 

*  (tinkers  borders 


AmericanAlrlines' 

©  A.hx.irttfeChib 


Crown  R<bm  Club 


UNITED 


Red  Carpet  Club- 


T  ■  -Mobile 

HotSp®t 


T-Mobile  is  a  registered  trademark  of  Deutsche  Telekom  AG.  The  HotSpot  logo  is  a  service  mark  of  T-Mobile  USA.  Inc.  ©2004  T-Mobile  USA.  Inc.  All  other  marks  are  properties  of  their  respective  owne 

Membership  required  for  admittance  into  airline  clubs. 


FACT  AND  COMMENT 

By  Steve  Forbes,  editor-in-Chief 
"With  all  thy  getting  get  understanding" 


Alan's  Inflation 


INFLATION  IS  BEGINNING  TO  REAR  ITS  UGLY  HEAD,  THANKS  TO 
the  Federal  Reserve's  printing  of  too  many  dollars.  Commodity 
prices — especially  gold — have  been  signaling  this  resurgence  for 
several  months.  If  the  Fed  does  nothing  until  late  summer  or  fall, 
long-term  interest  rates  will  shoot  up  sharply. 
The  ten-year  Treasury  bond  could  go  to  6% 
or  higher.  Should  Greenspan  &  Co.  act  now, 
the  hit  for  longer-term  debt — especially 
housing  mortgages — will  be  relatively  small. 

Will  renewed  inflation  torpedo  the 
nascent  expansion?  No.  Short  term,  in  fact,  it 
will  goose  the  economy.  Businesses  have  kept  inventories  on  a  tight 
leash,  both  to  control  expenses  and  to  take  advantage  of  lower  and 
lower  prices.  Now  the  opposite  wiD  begin  to  happen:  Corporate 
purchasers  will  start  to  buy  more  stuff,  lest  they  pay  more  later. 

China,  the  oil  companies,  steel  companies  and  others  are  not 
the  villains  causing  steeper  prices.  The  Chinese  yuan  is  tied 


Newest  Export 
Out  of  China: 
Inflation  Fears 


directly  to  the  greenback.  China  has  been  growing  rapidly  for 
years.  Why,  all  of  a  sudden,  is  that  growth  inflationary?  Growth 
is  not  the  cause;  excess  dollar  creation  is. 

Thanks  to  the  Fed,  China  has  a  serious  economic  crisis  brewing. 

The  slight  increase  in  reserves  that  Chinese 
banks  must  now  hold,  which  Beijing  recendy 
imposed,  is  too  little,  too  late.  The  longer  the 
Fed  waits,  the  more  distortions  we're  going  to 
get  and  the  worse  the  global  repercussions. 
Remember,  the  deflation  of  1997-2001  helped 
precipitate  the  Asian  crisis  of  1997,  as  well  as  the 
plunge  in  commodity  prices  that  led  to  our  horrific  farm  bill,  which 
is  threatening  the  new  Doha  round  of  trade  talks  with  collapse. 

Don't  rest  easy  until  gold  nestles  for  a  while  in  the  $350-to- 
$360  range.  If  the  yellow  metal  plunges  below  $350,  then  our 
central  bank,  like  a  drunk  driver,  will  have  lurched  from  overease 
to  overtightness. 


-New  York  Times 


Getting  Worked  Up 


POLITICIANS  ARE  HUING  AND  CRYING  OVER  THE  MIGRATION  OF 
U.S.  jobs  to  other  countries.  One  favorite  note  is  the  alleged  loss 
of  some  250,000  call-center  jobs  to  India  and  the  Philippines: 
Ring  up  the  service  center  for  your  PC  or  laptop,  and  you'll  likely 
talk  to  somebody  in  Bangalore  or  Manila. 

In  contrast,  the  almost  absolute  silence 
over  the  massacre  of  call-center  jobs  we're 
administering  to  ourselves  in  the  U.S.  is 
amazing.  Last  year,  in  response  to  consumer 
complaints,  the  FCC  and  FTC  allowed  con- 
sumers to  stop  most  unwanted  calls  coming 
into  their  homes  by  registering  on  a  national 
do-not-call  registry.  Some  60  million  phone 
numbers  have  been  registered.  If  the  ban  sur- 
vives court  challenges,  an  estimated  2  mil- 
lion— that's  right,  2  million — jobs  could  be 
eliminated.  No  tears  have  been  shed  by  politicians  over  this  jobs 
massacre.  No  TV  commentators  are  shaking  their  fists  over  this  loss 
of  livelihood  for  so  many  fellow  Americans  and  charging  us  with 
Benedict  Arnold  selfishness  for  not  letting  those  calls  be  made. 


Contrary  to  our  Chicken  (curry)  Littles, 
Indian  call  centers  aren't  destroying  the 
U.S.  economy. 


report:  "Jobs,  Trade,  Sourcing  and  the  Future  of  the  American  Work- 
force," which  overwrought  politicians  and  pundits  should  read. 
So  should  the  rest  of  us.  The  national  blood  pressure  would  take 
a  healthy  drop.  This  whole  jobs  issue  is  put  in  needed  perspective. 

Among  the  report's  findings:  Despite  the 
economic  slowdown  of  2000-02,  Sept.  1 1  and 
the  ongoing  war  on  terrorism,  more  Ameri- 
cans are  working  today  than  ever  before.  The 
number  of  jobs  sourced  overseas  is  but  a  small 
fraction  of  our  nation's  work  force.  "More 
white-collar  office  work  is  shipped  from  other 
countries  to  the  U.S.  than  our  country  ships 
overseas."  The  unemployment  rate  for  Amer- 
icans who  have  four-year  college  degrees  is  a 
low  2.9%.  Most  astonishing,  given  demo- 
graphic trends,  the  U.S.  will  face  a  real  jobs 
crisis  within  the  next  decade:  too  tew  workers  for  too  many  jobs. 

Trying  to  legislate  against  job  inflows  and  outflows  is  futilely 
self-destructive.  Europe  has  reams  of  laws  to  protect  jobs — and 
the  unemployment  rate  there  is  nearly  twice  ours,  and  the  per- 


In  April  the  U.S.  Chamber  of  Commerce  released  an  intriguing     centage  of  the  European  population  in  the  work  force  is  far  lower. 


An  Option  for  Stupidity 


AT  A  TIME  OF  RISING  COMPETITION  FROM  INDIA  AND  CHINA— NOT 
\   only  in  manufacturing  but  also  in  high  tech— and  of  concern  over 
jobs  creation  at  home,  we're  about  to  seriously  handicap  our 


own  cutting-edge  technology  companies  and  domestic  startups 
by  crippling  an  instrument  that's  key  to  their  survival  and  success. 
The  Financial  Accounting  Standards  Board  (FASB),  which 
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issues  fatwas  concerning  accounting  rules  for  corporations,  has 
formally  recommended  that  stock  options  be  expensed  as  soon 
as  they  are  granted.  The  effect  could  be  to  cripple  their  use:  Com- 
panies that  make  heavy  use  of  them — mostly  technology  outfits 
and  startups — would  take  horrendous  hits  to  their  bottom  lines. 

The  idea  that  options  are  an  expense  similar  to  paper  clips  is 
preposterous.  All  options  do  are  give  the  recipient  the  right  to  buy 
stock  at  a  certain  price  per  share  within  a  certain  period  of  time. 
Period.  Nothing  happens  unless  and  until  the  option  is  exercised. 
Then  the  company  receives  cash,  and  the  individual  receives 
shares.  The  cash  is  an  infusion  of  capital.  If  the  exercise  price — 
say,  $50 — is  less  than  the  market  value — say,  $80 — then  the  com- 
pany books  a  loss,  in  this  case  $30.  Only  when  the  option  is  exer- 
cised does  a  transaction  with  tax  and  bottom-line  implications 
take  place.  Then  and  only  then  should  an  option  be  expensed. 

This  ruling  will  give  us  income  statements  that  are  even  less 
tethered  to  reality.  The  howls  for  expensing  options  emanate 
from  the  misguided  notion  that  these  instruments  were  a  prime 
cause  of  the  late  1990s  bubble  and  corporate  scandals.  This  knee- 
jerk  reaction  is  like  trying  to  ban  automobiles  because  there  can 
be  awful  accidents  caused  by  drunk  and  careless  drivers. 

Political  correctness  is  trumping  sensible,  honest  accounting. 

Furthermore,  if  options  are  an  expense,  shouldn't  that 
charge  be  reversed  if  the  option  is  not  exercised?  Logic  would 
dictate  that,  but  logic  is  not  the  FASB's  motivator.  Politics  is. 

To  mandate  that  options  be  valued  and  expensed  before 
they're  exercised  is  also  an  invitation  to  lawsuits.  Figuring  out  how 
to  evaluate  pre-exercised  options  is  to  engage  in  the  accounting 


version  of  medieval  debates  over  how  many  angels  can  dance  on 
the  head  of  a  pin.  Since  there  is  no  "right"  method,  trial  lawyers 
will  have  a  field  day  claiming  companies  misled  investors. 

Expensing  options  won't  lead  to  greater  disclosure.  10-Ks 
are  already  loaded  with  details  about  companies'  options  pro- 
grams. Earnings  per  share  are  already  reported  based  both  on 
shares  outstanding  and  on  a  fully  diluted  basis,  that  is,  if  all 
options,  warrants,  convertible  bonds,  etc.  are  exercised. 

In  recent  years  a  number  of  companies  badly  abused  options, 
but  that's  no  reason  to  effectively  put  the  kibosh  on  options  by  pre- 
tending they're  an  immediate  expense.  Boards  of  directors,  institu- 
tional shareholders  and  regulators  should  indeed  go  after  managers 
who  line  their  pockets  by  granting  themselves  gobs  of  options. 
Thankfully,  reforms  here  are  coming,  including  the  requirement  for 
shareholder  approval  before  an  option  scheme  is  implemented.  But 
make  no  mistake.  These  instruments  are  vital  for  startup  companies. 
They  are  a  way  to  attract  top-flight  talent  that  new,  risky  ventures 
could  not  otherwise  get.  There  is  no  way  an  infant  Intel  could  pay 
cash  salaries  and  benefits  that  could  trump,  say,  an  IBM.  Options  are 
the  equalizer  of  entrepreneurs  and  large,  established  companies. 

No  wonder  so  many  established  companies  have  hopped  on 
the  expense-options  bandwagon.  They  have  relatively  little  to 
lose.  And  why  not  take  away  a  tool  that  could  beget  future  com- 
petition? No  wonder,  too,  that  high-tech  companies  and  venture 
capitalists  are  fighting  the  FASB  tooth  and  nail. 

Sadly,  Congress  likely  won't  override  the  FASB  for  fear  of 
being  painted  as  a  tool  of  scandal-ridden  corporations.  We're 
machine-gunning,  not  shooting,  ourselves  in  the  foot  here. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Town-Chambers  Hotel,  15  West  56  St.  (Tel.:  212-582-4445). 
What  a  wonderful  meal,  complemented  by  caring  and  profes- 
sional service.  Each  and  every  dish  is  memorably  delicious. 
Among  the  favorites:  spinach  and  watercress  soup;  perfect  grilled 
tuna;  exquisite  risotto  with  escargots;  sweet-and-sour  eggplant; 


addictive  homemade  potato  chips  in  butter.  Desserts?  Irresistible. 
•  Bccco-355  West  46th  St.  (Tel.:  212-397-7597).  Good  Italian 
fare  served  in  this  welcoming  theater-district  standby.  There's 
an  all-you-can-eat  pasta  special  and  a  very  reasonably  priced 
wine  list.  Good  place  to  go  before  a  show. 


Going  to  the  Dogs 


The  Crudest  Miles — by  Gay  Salisbury  and  Laney  Salisbury  (WW 
Norton  &  Co.,  $24.95).  Well-researched,  well-told  tale  of  the  heroic 
dogsled  rescue  of  diphtheria-hit  Nome,  Alaska  in  1925 — a  will- 
they-make-it-in-time  drama  that  gripped  the  nation.  The  diphthe- 
ria serum  Nome's  doctor  had  requested  was  not  delivered,  and  as 
winter  ice  set  in,  the  area  was  cut  off  from  the  rest  of  the 
world.  As  fate  would  have  it,  diphtheria  soon  broke  out. 
Known  as  "the  strangler,"  diphtheria  is  especially  fatal 
to  children.  The  lifesaving  serum  had  to  travel  a  har- 
i  owing  674  miles  over  forbidding  terrain  via  dogsled. 

This  book  fascinatingly  weaves  in  the  history  of 
dogsledding  (dogs  were  to  this  region  what  camels 
are  to  the  desert),  the  native  populations  and  the 
impact  of  the  1896  Gold  Rush  on  them.  You  gain  a 
shivering  appreciation  for  the  extraordinary  skills 


Alaskan  natives  developed  to  survive  their  unforgiving  winters: 
Clothing  was  light-years  ahead  of  what  Russians  and  Americans 
insisted  on  wearing  when  they  first  came  to  that  part  of  the 
world.  The  politics  of  the  Alaskan  territory  is  also  deftly  covered. 
The  successful  delivery  of  the  serum  was  no  foregone  con- 
clusion— temperatures  of  50  or  more  below  zero, 
blizzards,  cracking  river  ice  and  winds  that  would 
suddenly  hit  a  sled  at  60mph  to  70mph  were  every- 
day hazards.  The  lead  dog  of  the  final  sled  team, 
Balto,  became  a  national  hero;  his  statue  can  be 
found  in  New  York  City's  Central  Park.  But  there 
were  other  incredible  heroes — canine  and  human — 
and  the  authors  give  them  their  proper  place  in  this 
inspiring  saga.  After  this  read,  you'll  think  twice 
before  complaining  about  lousy  winter  weather.  F 
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GUARANTEED  INCOME  FOR  LIFE  When  you  retire,  you're  not 
about  to  sit  on  the  sidelines.  Your  MetLife  advisor  can  show  you  how  you  can 
continue  to  do  the  things  you  love  with  an  annuity  that  offers  you  a  safe  and 
secure  income.  So  you'll  enjoy  financial  freedom  to  explore  all  life  still  has  to 
offer.  For  more  information,  call  1-800-MetLife  or  visit  metlife.com 


have  you  met  life  today? 


MetLife  & 


NSURANCE   •    INVESTMENTS    ■  BANKING 


OT  H  ER  COMMENTS 


Next  to  doing  a  good  job  yourself,  the  greatest  joy  is  in  having 
someone  else  do  a  first-class  job  under  your  direction. 


-WILLIAM  FEATHER 


United— For  a  Price  It  is  ironic  to  note  the  lack  of 
outcry  from  the  left  over  the  negative  impact  our  trade  policies 
have  on  the  poor  and  working  class.  Union  members  frequently 
argue  that  free  trade  is  somehow  a  "giveaway"  to  special  interests 
and  the  rich,  but  in  reality  the  greatest  immediate  windfalls  from 
tariff  elimination  would  come  to  working  class  Americans. 
Many  current  policies  actually  transfer  economic  wealth,  espe- 
cially the  modest  wealth  of  poor  and  working  class  Americans, 
to  union  workers  in  uncompetitive  industries  that  receive  above- 
market-rate  salaries  due  to  their  protected  status.  Contrary  to 
unions'  egalitarian  rhetoric,  apparently  they  feel  it  is  more 
important  to  preserve  their  own  jobs  than  to  give  working  class 
Americans  access  to  higher  living  standards  through  free  trade. 

Working  class  consumers,  of  course,  aren't  the  only  group 
that  wins  from  lower  tariffs  and  subsidies — manufacturers,  farm- 
ers, small  businesses,  and  especially  taxpayers  all  come  out  ahead. 
—PAUL  GESSING,  National  Taxpayers  Union  Foundation 

Service  Industry  People  think  of  leaders  as  men 
devoted  to  service,  and  by  service  they  mean  that  these  men 
serve  their  followers. . . .  The  real  leader  serves  truth,  not  people. 

—J.B.YEATS 

Reality  Check  Our  competitors  overseas  continue  to  use 
options  to  attract  the  best  and  the  brightest  talent.  Options  are 
already  drawing  scientists  from  the  U.S.  to  Asia.  Even  China  is  get- 
ting into  the  act,  officially  encouraging  the  use  of  stock  options  as 
part  of  its  five-year  economic  plan  just  as  [the]  FASB  is  preparing 
to  impede  their  use  in  the  U.S.  It  should  not  come  as  a  surprise.  In 
a  letter  to  our  shareholders,  Intel  Chairman  Andy  Grove  wrote: 
"After  40  years  in  a  knowledge-based  industry,  I  do  not  know  a 
better  way  to  achieve  [a]  sense  of  ownership — not  even  a  close  sec- 
ond." Indeed,  there  is  no  better  way  to  achieve  a  sense  of  owner- 
ship in  a  knowledge-based  industry.  At  Intel,  over  90%  of  employ- 


"Impressed?  Well,  wait  until  I  tell  you  about  this  next  case." 


ees  receive  stock  options,  and  well  over  95%  of  the  options  go  to 
the  broad  base  of  employees,  not  merely  to  executives.  On  aver- 
age, less  than  2%  of  options  at  Intel  go  to  the  top  five  executives. 

Most  economists  say  the  current  regime — by  which  companies 
can  provide  option  information  in  the  footnotes  of  their  financial 
statements — provides  all  the  detail  investors  need  to  make  reason- 
able decisions  about  a  company's  valuation.  Intel  includes  three  pages 
of  detail  on  our  employee  stock  benefit  plans  in  our  annual  report. 
Reducing  this  to  a  single,  inaccurate  number  won't  help  investors. 

—CRAIG  R.  BARRETT,  CEO,  Intel,  Wall  Street  Journal 


Those  who  favor  the  FASB's  proposal  [to  expense  options  when 
they  are  granted]  say  it  will  improve  accounting  honesty.  Yet  the 
truth  is  that  expensing  options  before  they  are  exercised 
obscures  economic  reality.  Whether  the  accounting  is  done  for 
financial  purposes  or  tax  purposes,  the  honest  thing  to  do  is  to 
require  expensing  only  when  there  is  an  expense,  i.e.,  when  the 
option  is  exercised.  The  FASB's  proposal  merely  kowtows  to 
those  who  want  to  punish  corporations  for  the  excesses  of  the 
1990s.  It  does  little  to  serve  the  interests  of  shareholders. 

— VAHAN  JANJIGIAN,  Forbes  Special  Situation  Survey 

Good  Working  Conditions  As  work  grows  out 

of  play,  an  attitude  toward  work  grows  with  it — an  attitude  that 
may  persist  all  through  our  workday  life.  That  attitude  can  have 
a  lot  to  do  with  how  we  accept  challenges,  how  we  can  cope  with 
failures,  and  whether  we  can  find  the  inner  fulfillment  that 
makes  working,  in  and  of  itself,  worthwhile. 

—FRED  ROGERS,  The  World  According  to  Mister  Rogers 

A  Helping  Hand  Roadhouse  keepers  and  other  travel- 
ers understood  the  extent  of  the  pressure  on  the  drivers  and 
their  dogs,  and  they  often  went  out  of  their  way  to  help.  If  it  had 
snowed  overnight,  they  would  wake  up  early  and  tramp  down 
the  trail  for  more  than  ten  miles  so  that  the  mail  driver  and  his 
dogs  would  not  have  to  labor  through  heavy  drifts. 

The  drivers  rarely  took  advantage  of  these  privileges,  and 
whenever  they  could,  they  would  take  passengers  to  neighboring 
villages  or  drop  off  gifts  along  the  route. 

—GAY  SALISBURY  and  LANEY  SALISBURY,  The  Cruelest  Miles 

Count  Your  Blessings  "Count  your  blessings"  is  a 

kindergarten-level  moral  insight,  but  nowadays  we  teach  chil- 
dren to  nurse  their  grievances  instead.  Why?  It's  perverse. 
Dwelling  on  your  unluckiness  is  a  waste  of  time,  savoring  your 
victimhood  gets  you  nowhere. 

— DAVID  GELERNTER,  Drawing  Life:  Surviving  the  Unabomber  F 
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CURRENT  EVENTS 

By  Paul  Johnson 


Freedom  Can  Be  Made  to  Work  in  Russia 


I  WHAT  DO  WE  DO  ABOUT  RUSSIA?  OR,  TO  PUT  IT  DIFFERENTLY,  IS 
it  better  for  the  West  to  have  a  quiet,  stable  Russia  under  a  quasi 
dictator  like  Vladimir  Putin  or  a  more  democratic  Russia  that 
may  be  rambunctious  as  well  as  unstable? 

The  importance  of  Russia,  whatever  its  regime,  is  increas- 
ingly difficult  to  evaluate.  It  is  still  a  major  nuclear  power,  sec- 
ond only  to  the  U.S.  No  one  knows  how  efficiently  its  H-bombs 
and  delivery  systems  work,  but  we  must  assume  that  some  of 
;  them  can  function  accurately.  Therefore,  it  is  critical  that  Rus- 
|  sia's  "red  button"  be  in  the  hands  of  people  we  can  trust. 

Russia  is  among  the  world's  largest  oil  producers  and  will 
I  probably  soon  be  the  largest  exporter.  This  gives  the  Russian 
|  leadership  leverage  at  a  time  when  the  West  still  needs  oil  in  vast 
|  quantities  and  its  price  is  rising. 

Growing  Weakness 

Most  of  the  other  news  from  Russia  points  in  the  direction  of 
growing  weakness.  Its  population — shrinking  since  1992 — 
i  is  down  1  million  since  the  height  of  the  Evil  Empire,  and  it's 
birthrate  is  half  what  it  was.  Its  death  rate — high  by  European  and 
even  some  Asian  standards — is  rising.  Russia's  medical  services 
and  state  authorities  are  not  coping  with  rampant  alcoholism  and 
other  health  threats  that  especially  affect  mature  males  of  working 
age.  A  declining  population  is  bound  to  lower  national  morale. 

I  don't  know  of  any  case  in  history  where  a  persistent  stagnation 
or  decline  in  population  has  not  led  to  a  general  weakness:  politi- 
cally, economically  and  militarily.  In  Russia  the  danger  signals  are 
flashing  fiercely.  Italy  and  Germany  both  have  acute  population 
problems,  and  morale  is  beginning  to  sag.  But  both  have  high  living 
standards  and,  in  practical  terms,  their  peoples  have — as  yet — noth- 
ing much  to  grumble  about.  True,  Italy  is  a  very  corrupt  country, 
but  Italians  have  built  defenses  against  this  odious  phenomenon, 
notably  strong  family  and  local  structures.  The  Germans  are  deeply 
depressed  by  the  disappearance  of  their  Miracle  and  the  slow  but 
increasingly  visible  evidence  of  a  sick  economy.  But  they  still  have 
welfare  and  public  services  that  are  among  the  best  in  the  world. 

The  Russian  people,  however,  have  no  such  compensations. 
The  establishment  of  market  capitalism  has  not  yet  led  to  a  filter- 
ing-down of  wealth  to  all  classes.  A  tiny  number  of  multimillion- 
aires have  conspicuously  benefited,  but  they  are  a  source  of  bitter- 
ness and  envy  on  which  the  Putin  regime  can  rely  whenever  it 
wishes  to  put  the  screws  to  free  enterprise.  Most  public  services 
function  poorly.  Housing  is  still  scarce  and  expensive.  The  major- 
ity of  people  have  yet  to  benefit  substantially  from  the  demise  of 
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the  command  economy,  and  some  are — or  believe  they  are — 
worse  off  with  "freedom."  Putin  and  the  forces  that  are  in  the  true 
sense  of  the  word  "reactionary"  benefit  from  this  mood  and 
count  on  it  to  remain  in  office  and  extend  their  power. 

None  of  this  means  that  the  West  should  back  Putin  or  hold  him 
to  less  stringent  measurements  of  leadership.  In  general,  the  rapid 
extension  of  free  enterprise  and  the  market  economy  has  brought 
enormous  benefits  to  the  peoples  of  various  countries  who,  until  the 
end  of  the  1980s,  suffered  under  communism.  This  is  true  even  of 
some  countries,  such  as  China,  that  still  retain  totalitarian  structures. 
(North  Korea  and  Cuba  are  exceptions.)  About  half  of  China's  pop- 
ulation has  moved  beyond  what  was  little  better  than  a  subsistence 
economy;  perhaps  50  million  (some  would  say  that  number  is 
nearer  100  million)  are  enjoying  their  first  taste  of  affluence. 

Some  former  Soviet  conquests,  colonies  and  satellites  are  going 
great  guns.  In  the  Baltic  states  of  Latvia,  Lithuania  and  Estonia,  both 
capitalism  and  political  freedom  are  working  well.  Poland,  which 
suffered  more  from  Nazism  and  Stalinism  than  did  any  other  coun- 
try, is  beginning  to  enjoy  what  is  perhaps  the  most  felicitous  period 
in  its  history.  Countries  such  as  Bulgaria  are  perking  up  and  show- 
ing a  keen  appetite  for  international  competition.  Even  Romania, 
morally  degraded  for  so  long  under  the  Ceausescu  regime,  is  dis- 
playing a  zest  for  life  it  last  possessed  in  the  far-distant  1920s. 

No  Blank  Checks 

Given  time  and  patience,  Russia  will  also  come  to  enjoy  the  fruits 
of  freedom.  The  West  must  make  this  point  in  all  its  dealings  with 
Putin  and  his  cronies.  We  must  never  give  the  impression  that  we 
are  indifferent  to  the  drift  of  internal  Russian  politics,  that  we 
acquiesce  in  Putin's  erosion  of  the  freedom  of  the  media  or  that  we 
do  not  care  when  he  imprisons  his  critics  and  political  opponents. 

On  the  contrary,  we  must  make  it  clear  that  the  present  trend  of 
eroding  freedom  must  halt  and  that  there  will  be  substantial  politi- 
cal and  economic  rewards  if  freedom  is  fostered  and  flourishes. 
Once  Russia  demonstrates  that  liberty  is  firmly  and  permanently 
established,  there  is  no  reason  that  Russia  should  not  be  admitted  to 
the  EU  and,  indeed,  NATO.  We  need  each  other  in  the  war  against 
terrorism.  And  the  West  can  aid  Russia  substantially  in  dealing  with 
its  death  rate,  provided  Russia  is  willing  to  accept  such  assistance. 

I  do  not  regard  Vladimir  Putin  as  a  lost  cause.  He  is  an  oppor- 
tunist, who,  I  think,  can  be  steered  in  the  right  direction,  to  the  ben- 
efit of  the  Russian  people.  But  to  give  Putin  a  blank  check  to  rule  in 
the  vicious  ways  of  the  past,  just  because  he  keeps  the  country  stable, 
is  defeatist  and  shows  a  lack  of  faith  in  the  freedom  we  love.  F 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Vew,  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico,  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  vis't  our  Web  site  at  www.forbes.com/currentevents. 
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DIGITAL  RULES 

By  Rich  Karlgaard,  publisher 


Tiny  Titans 


ONE-THIRD  OF  THE  AMERICAN  JOBS  CREATED  BETWEEN  2001 
and  2004  went  to  16  million  people.  That's  a  tiny  number  in  a 
country  of  nearly  300  million.  It's  equal  to  the  populations  of 
Florida  or  greater  Los  Angeles. 

So  who  are  these  lucky  ones,  this  5%  of  the  total  population 
behind  33%  of  the  new  jobs?  Redheads,  perhaps?  Hockey  fans? 
(No,  that's  way  too  many  hockey  fans.)  Asian  immigrants? 
(Good  guess,  but  wrong.)  Correct  answer:  the  residents  of  397 
rural  U.S.  counties  averaging  40,000  in  population. 

And  ignored  by  the  big  city  press!  Think  about  this.  If  an  out- 
size percentage  of  new  U.S.  jobs  hatched  during  the  last  three 
years  had  occurred  anywhere  near  the  media  hives  of  New  York, 
Washington,  D.C.  and  Los  Angeles,  you  would  have  heard  about 
it.  You  would  have  seen  daily  stories  on  TV  and  in  major  newspa- 
pers about  America  being  a  roaring  jobs-creation  machine.  John 
Kerry  might  have  had  to  drop  his  "Benedict  Arnold  CEO"  schtick 
in  the  face  of  such  good  news.  Paul  Krugman  would  have  had  to 
expel  his  columnist's  gas  on  other  topics.  Gas  prices,  perhaps. 

The  swell  news  about  rural  America  doesn't  surprise  jack 
Schultz.  He's  the  CEO  of  Agracel,  an  economic  development 
consultancy  in  Effingham,  111.  Schultz  has  written  a  book,  Boom- 
town  USA,  that  examines  an  emerging  trend:  Americans,  he 
says,  are  moving  to  small  towns  for  quality-of-life  issues.  These 
are  educated  and  entrepreneurial  people,  says  Schultz,  and  they 
are  reinvigorating  America's  boondocks.  "While  not  a  tidal 
wave,  this  trend  appears  likely  to  continue  for  many  years.  It  has 
caught  the  attention  of  futurists  who  address  not  only  how  we 
will  live  in  the  21st  century  but  also  where  we  will  live." 

I  agree  with  Schultz.  Ever  since  9/11,  I've  wondered  if  the 
time  was  ripe  for  a  rebirth  of  towns  in  America's  heartland. 
Hooterville  is  wildly  cheaper  than  Metropolis,  as  a  place  to  both 
do  business  and  buy  a  house.  The  price  gap  continues  to  grow. 
Yet  the  sophistication  gap  between  large  cities  and  small  towns  is 
narrowing.  Novelist  Sinclair  Lewis  rose  to  fame  in  the  1920s 
(and  won  the  1930  Nobel  Prize  in  Literature)  by  satirizing 
small-town  small-mindedness,  in  Main  Street  and  Babbitt.  Lewis 
wasn't  all  wrong.  Growing  up  in  North  Dakota,  I  felt  cut  off 
from  the  world.  The  1960s  didn't  arrive  in  my  town  until  1973. 

But  consider  what  the  last  25  years  have  brought  to  small 
towns:  cheap  overnight  delivery  service,  cable  television,  USA 
Today,  national  retail  chains,  Internet  access,  cell  phone  coverage 
and  broadband.  New  Yorker  or  New  Paltzer,  we  sip  from  the 
same  information  hose  now.  Yes,  broadband  is  hard  to  get  in 
many  small  towns.  Wireless  will  soon  solve  that  problem. 

Schultz  is  a  realist  on  small  towns.  He  says  only  a  minority, 
perhaps  a  third,  of  America's  small  towns  are  on  a  suc- 
cess path.  He  calls  them  "agurbs."  An  agurb  is  a  pros- 


pering rural  town  with  a  tie  to  agriculture  and  a  location  outside 
a  metro  region.  Schultz  says  there  are  more  agurbs  in  the  small 
states  of  North  Dakota,  West  Virginia,  Mississippi  and  New 
Mexico  than  there  are  in  New  York,  Illinois  and  California. 

What  separates  Schultz's  397  agurbs  from  those  hamlets  that 
are  struggling?  Schultz  lists  the  reasons  in  Boomtown  USA.  I 
don't  have  the  space  here  to  spoil  Schultz's  story.  Buy  the  book. 
If  you  call  the  shots  for  your  company's  outsourcing  or  site 
selection,  the  book  is  a  must  read. 

Asia's  Small  Miracle 

China  and  India  grab  all  the  headlines  these  days.  Both  are 
expanding  at  near  10%  annual  rates.  Both  are  blamed  (wrongly) 
for  U.S.  job  losses.  Together,  the  two  countries  make  up  a  third 
of  the  world's  population. 

Litde  Malaysia  (population  28  million)  gets  almost  no  press 
these  days.  That  might  seem  a  blessing,  given  the  sour  news 
coming  out  of  Malaysia  during  the  past  six  years.  The  Asian 
financial  crisis  of  1998  began  not  in  Malaysia,  but  in  Thailand. 
Yet  what  most  Americans  recall  about  the  meltdown  are  the  ill- 
chosen  words  of  Malaysia's  then-prime  minister  Mahathir 
Mohamad.  He  blamed  it  on  a  conspiracy  of  Jewish  bankers — 
and  thereby  dug  a  big  hole  for  his  country. 

In  October  last  year  a  pro-business  moderate,  Abdullah 
Badawi,  was  elected  to  succeed  Mahathir.  Immediately  revived 
were  the  animal  spirits  of  Malaysia's  entrepreneurs  and 
investors.  The  Malaysian  stock  market  is  up  30%  since  Badawi 
took  over.  I  visited  the  country  last  month,  and  it  is  buzzing  in 
the  way  Manhattan  buzzed  in  the  1980s  and  Silicon  Valley  in  the 
1 990s.  The  Malaysian  economy  will  grow  7%  this  year. 

I  expect  such  growth  to  continue  beyond  2004.  Kuala 
Lumpur,  the  financial  center,  is  40%  cheaper  than  Singapore. 
The  tech  center  in  Cyberjaya  is  a  stunner  and  is  favored  by  very 
low  taxes.  (Mahathir  deserves  credit  for  that.  )  Malaysia's  manu- 
facturing center  in  Penang,  where  Dell  assembles  its  laptops,  is 
not  as  cheap  as  China  is,  but  comes  close.  Malaysian  law  makes 
it  unlikely  your  intellectual  property  will  be  swiped. 

Malaysia  is  a  long  journey  from  the  U.S. — count  on  an  18- 
hour  trip.  (Time  enough  to  get  drunk  and  sober  twice,  a  travel 
veteran  advised  me  in  an  airport  lounge.)  The  country  is  nicely 
situated  between  Korea,  Japan,  China,  Taiwan  and  Hong  Kong 
to  the  north  and  India  to  the  west  and  borders  prosperous 
Singapore.  A  well-positioned  economy,  you  might  say. 

Malaysia  and  American  agurbs  run  counter  to  conventional 
wisdom.  Size  isn't  always  everything.  F 


J((jr|)CS  I  Visit  Rich  Karlgaard's  home  page  at  www.forbes.com/karlgaard 
"^■•coni  ore-mailhimatpublisher@forbes.com. 
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SA,  LLC  Please  always  wear  your  seat  belt. 


The  most  common  photograph  taken  is  with  a  loved  one. 


Mercedes-Benz 


Unlike  any  other. 


INFORMER 


Wonder  Why? 


More  than  chicken  feed: 
Donald  Tyson. 


T 


he  Internal  Revenue  Service 
says   Tyson    Foods  can't 


deduct  $2.25  million  paid  to 
Forbes  400  member  Donald  Tyson 
from  1995  to  1997  because  a  1993 
law  limits  deductions  for  pay  not 
related  to  performance  to 
$1  million  per  year.  Publicly  filed 
proxies  say  the  Arkansas-based 
poultry  company  paid  Tyson  a 
total  of  $5.2  million  for  those 
years,  including  $1.6  million  in 
personal  travel  and  entertainment  perks  plus  $1.1  million  for 
taxes  on  those  perks.  Tyson  Foods  argues  in  a  U.S.  Tax  Court 
lawsuit  challenging  the  IRS  that  the  T&E  pay  was  really  for  per- 
formance. But  the  feds  note  those  same  proxies  say  otherwise. 
In  late  March  the  firm  said  the  Securities  &  Exchange  Commis- 
sion was  investigating  its  disclosure  of  perk  pay. — Janet  Novack 

Like  Son,  Unlike  Father 

The  shareholder-champion  halo  above  New  York  Attorney  Gen- 
eral Eliot  Spitzer  may  not  cover  his  real  estate  developer  father, 
Bernard  Spitzer.  The  elder  Spitzer  converted  a  ritzy  Central  Park 
South  building  into  co-op  housing  years  ago.  Tenants  there  say 
he  has  long  controlled  its  board,  got  favorable  commercial  leases 
for  himself  and  tried  to  gain  property  rights  gratis  by  underesti- 
mating their  worth.  "Absolutely  not,"  says  Spitzer  pere.  "My  in- 
tegrity is  worth  more  to  me  than  dollars."  Dissidents  have  been 
trying  to  wrest  board  control  away  from  him. — Emily  Lambert 

They  Make  Henry  Biodget  Look  Smart 

A  just-published  Financial  Analysts  Journal  study  says  that  an- 
alysts following  large  European  companies  are  30%  too  high 
when  estimating  earnings  for  12  months  and  41%  over  24 
months.  Researchers  Stan  Beckers,  Michael  Steliaros  and 
Alexander  Thomson  say  analysts  covering  United  Kingdom 


More  Afterburn  from  Bin  Laden 


informer@forbes.com 

companies  have  such  a  bad  prediction  record  that  it  might  "lead 
one  to  question  [their]  competence."       — William  P.  Barrett 

Maybe  SEC  Staffers  Should  Be  Students 

Last  month  in  Washington  the  SEC  hosted  its  14th  annual  "In- 
ternational Institute  for  Securities  Market  Development"  for 
regulators  from  57  emerging-market  countries.  A  gushing  SEC 
press  release  said  the  curriculum  includes  "development,  opera- 
tion and  regulation  of  securities  markets"  led  by  "senior  SEC  of- 
ficials." For  some  reason  the  statement  didn't  mention  numer- 
ous agency  lapses  in  regulating  mutual  funds  or  big-company 
financial  reporting.  — W.P.B. 

Don't  Leave  the  Home  Page  Without  It 

Citing  trademark  laws,  American  Express  lawyers  have 
demanded  the  Web  humor  site  netfunny.com  remove  references, 
in  a  decade-old  joke,  to  a  high-tech  traffic  monitoring  system 
called  "American  Expressway"  that  allows  speeding  because 
"membership  has  its  privileges."  Site  owner  Brad  Templeton 
posted  the  threatening  letter  online  and  says  he's  well  within  his 
legal  rights  to  make  satirical  comment.  — Dirk  Smillie 


Enough  of  This  Ridiculousness 

To  compare  white-collar  criminal  punishments  back  to  1900,  Santa 
Rosa,  Calif,  music  publisher  Brad  Zigler  has  developed  the  Felons 
Index.  He  divides  ill-gotten  gains  or  losses  in  millions,  adjusted  for 
inflation,  by  the  years  of  prison  time  served.  A  high  number  indi- 
cates  leniency.  Tops:  mutual  fund  scammer 
Martha  Stewart       Bernard  Cornfeld,  who  in  the  1970s  served 

 x    just  II  months  for  $500  million  in  losses. 

Index:  2,559.  Charles  Ponzi  ($2  million,  five 
years,  1920s)  rated  a  relatively  harsh  3.6.  If 
she  serves  one  year,  Zigler  says  ex-Forbes 
400  member  Martha  Stewart,  who  avoided 
losses  of  a  mere  $50,000,  might  be  the 
most  severely  punished  of  all,  with  an  index 
number  of  0.05.  -W.P.B. 


The  outpouring  of  grief  over  the 
DEFENDANT/LOCATION 

Todd  W.  Altschul/Beaumont,  Tex. 
Bryan  Fuhr/New  York,  N.Y. 
John  M.  Henoud/Norfolk,  Va. 
Robert  Lopez/San  Antonio,  Tex. 
Tommie  J.  Martin/Mountain  Home,  Ark. 
Jihad  Razzaq/New  Orleans,  La. 
Ross  Rojek/Sacramento,  Calif. 
Justin  P.  White/New  York,  N.Y. 
David  Zimmer/Bethesda,  Md. 


attacks  of  Sept.  II,  2001  has  also  led  to  an  outpouring  of  purported  criminal  scam  efforts.  —W.P.B. 


ALLEGATIONS  INCLUDE 
sending  false  claims  from  jail  to  federal  victims  fund 
taking  Ground  Zero-area  housing  subsidy,  living  elsewhere 
pocketing  money  raised  for  Sept.  II  victims 
creating  bogus  memorial  fund 
inventing  a  deceased  brother  to  collect  $50,000 
trying  to  swindle  $100,000  from  insurer  for  "dead  wife" 
making  fake  investor  claim  of  face-recognition  technology 
soliciting  donations  of  $911  each  for  phony  charity 
seeking  Ground  Zero-vicinity  aid  for  firm  205  miles  away 


STATUS 

sentenced  to  7  more  years 

sentenced  to  probation 
pleaded  not  guilty 
sentenced  to  5  years 
sentenced  to  18  months 
sentenced  to  15  months 
charged;  no  plea  yet 
sentenced  to  8  years 
charged;  no  plea  yet 
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SURGEON  GENERAL  WARNING: 

Cigars  Are  Not  A  Safe  Alternative 
To  Cigarettes. 


True  to  its  name. 


QJLJVLYJVUNB 


by  Robert  W.  Poole  Jr. ,  director  of  transportation  studies  at  the  reason  foundation  in  Los  Angeles. 


What  the  Traffic  Will  Bear 

Want  the  fast  lane?  Pay  for  it.  That's  the  best  way  to  relieve  traffic  congestion. 


DRIVING  ON  THE  NATION'S  HIGHWAYS  HAS  NEARLY  DOUBLED 
over  the  past  two  decades,  while  road  capacity  has  increased  only 
5%.  No  wonder  we're  stuck  in  traffic.  Yet  we  can  cut  down  on 
congestion  by  building  more  roads  and  imposing  tolls.  Sure,  you're 
probably  having  a  road-rage  moment  at  the  prospect  of  forking 
out  billions  in  taxes  and  tolls.  But  this  can  work  without  broad 
taxes  if  we  shift  to  a  market-based 
toll  system- 
Two  innovations  point  the 
way.  The  first  is  technology  that 
permits  fully  automated  toll  col- 
lection at  highway  speeds.  This  is 
usually  done  via  dashboard- 
mounted  electronic  toll  tags  read 
by  an  overhead  gantry  at  65  miles 
per  hour.  Your  toll  charge  is  de- 
ducted from  a  prepaid  account.  If 
you  don't  want  an  account,  video 
equipment  can  read  your  license 
plate  and  send  you  a  monthly  bill. 

That  technology  makes  possi- 
ble the  other  innovation:  market 
pricing  for  roadways  used  to 
bring  demand  and  supply  into 
balance  at  rush  hour.  Nearly  a 
decade  of  experience  on  two  Cal- 
ifornia express-lane  projects,  one 
in  Orange  County  and  the  other 
in  San  Diego,  has  shown  that  we 
can  prevent  overload  by  finely 
tuned  pricing,  limiting  traffic  to  what  the  roadway  can  bear. 

Drivers  in  California  can  buy  a  65mph  trip  in  a  limited 
access  lane  at  rush  hour,  if  they  value  it  highly  enough.  At  the 
busiest  times  the  price  can  exceed  $6  to  go  10  miles.  That  may 
seem  expensive,  but  saving  20  minutes  can  be  worth  it,  even  to 
people  of  modest  means,  like  a  working  mother  racing  to  pick 
up  her  child  from  day  care  before  a  late  fee  of  $20  kicks  in.  By 
installing  a  toll  tag  on  your  dashboard,  you  get  congestion  insur- 
ance— the  knowledge  that  on  those  days  and  at  those  times 
when  you  really  need  to  get  somewhere  on  time,  you  have  an 
alternative  to  the  gridlocked  freeway. 

Addressing  congestion  this  way  deals  with  both  the  demand 
for  and  the  supply  of  roadway  space.  Charging  a  market  price 
sends  a  signal  to  commuters  that  roadway  space  is  a  scarce  and 
valuable  commodity  at  rush  hour.  Faced  with  this  information, 
some  will  pay  the  price  and  travel  just  as  before,  but  others  may 


decide  to  wait  until  later  in  the  day  when  the  price  is  lower  (or 
zero)  or  take  mass  transit.  That  reduces  rush-hour  demand  on 
roadway  space. 

The  premium  price  chargeable  at  rush  hour  creates  a  rev- 
enue stream  that  can  be  used  to  issue  bonds  (as  with  conven- 
tional toll  roads)  that  can  pay  for  some  or  all  of  the  cost  of  build- 
I    ing  the  new  high-price  express 
lanes.  This  is  exactly  what  hap- 
pens in  other  networked  utilities, 
like  electricity  or  telecommunica- 
tions, when  demand  runs  ahead 
of  supply.  It  only  seems  novel  in 
this  situation  because  govern- 
ment has  run  highways  on  a  non- 
market  basis  for  so  long. 

The  logic  of  this  approach 
implies  that  if  we  could,  we 
should  shift  the  entire  highway 
system  to  market  pricing,  but  that 
is  not  politically  feasible.  Drivers 
pay  user  taxes  dedicated  to  trans- 
portation, so  they  staunchly 
oppose  being  asked  to  pay  tolls  in 
addition  to  gas  taxes.  But  as  the 
benefits  of  voluntary  new  conges- 
tion-relief lanes  have  been 
demonstrated  in  California,  high- 
way user  groups  have  been 
warming  up  to  the  idea,  support- 
ing the  recent  congressional  bills 
to  add  electronically  tolled  fast  lanes  to  interstate  highways. 

Indeed,  the  good  news  is  that  the  two  California  express-lane 
projects  have  sparked  nationwide  interest.  Many  cities,  from 
Atlanta,  Denver  and  Houston  to  Miami  and  Minneapolis,  are 
converting  or  building  roadways  for  use  as  market-priced 
express  lanes,  with  electronic  variable  pricing.  Generally,  higher- 
occupancy  vehicles  (including  transit  buses)  will  continue  to  use 
the  special  lanes  at  no  charge.  Both  houses  of  Congress  have 
endorsed  the  idea  of  adding  priced  lanes  for  another  six  years  to 
congested  interstates  as  part  of  the  reauthorization  of  the  fed- 
eral transportation  program. 

Over  the  next  two  decades  we  may  see  entire  networks  of 
value-priced  express  lanes  added  to  congested  urban  express- 
ways. And  a  portion  of  these  lanes  would  be  reserved  for  express 
bus  service.  Although  we  may  not  be  able  to  build  our  way  out 
of  congestion,  we  can  price  our  way  out  of  it.  F 
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Sex,  Litigation  and 
Settlement 

In  our  story  last  year  about 
the  flood  of  litigation 
over  alleged  sex  abuse  by 
priests,  we  wrote  about  two 
friends  who  were  making 
a  series  of  controversial 
claims.  Gregory  Ford  and 
Paul  Busa  said  they  had 
recovered  memories  of 
being  abused  by  a  priest 
when  they  were  children. 
Now  the  two  have  settled. 
Ford  and  Busa  negotiated 
separately  rather  than 
participate  in  the  Boston 
archdiocese's  recent  group 
mediation,  which  paid 
$85  million  to  540-plus 
plaintiffs,  capping  payments 
at  $300,000  per  person. 
Their  attorney,  Roderick 
MacLeish  Jr.,  says  Ford,  Busa 
and  two  other  plaintiffs  received  "millions  of  dollars"  in  aggregate.  Ford's  par- 
ents also  settled  claims  against  the  archdiocese.  MacLeish  says  one  of  the  set- 
tlements was  for  the  highest  amount  yet  paid  in  a  Massachusetts  clergy  abuse 
claim.  The  archdiocese  hopes  the  settlement  "will  bring  some  measure  of 
healing  to  the  Ford  family."  — Daniel  Lyons 

NOVEMBER  24,  2003 


I  Dream  of  Genome 


When  we  last  left  Human  Genome  Sciences,  Chief 
William  Haseltine  was  under  fire  for  failing  to  turn 
the  company's  gene-hunting  technology  into  a  ros- 
ter of  marketable  new  drugs.  In  March  Haseltine, 
59,  announced  he  will  leave  his  post  by  year's  end 
so  HGS  can  find  a  leader  with  more  experience  in 
commercializing  drugs. 

The  Rockville,  Md.  company  is  retrenching  as  it 
girds  for  the  long  and  expensive  clinical  trials 
process.  It  laid  off  200  workers,  about  20%  of  its 
staff,  and  plans  to  concentrate  on  five  drugs  that  appear  most  promising, 
including  two  cancer  drugs  and  a  lupus  drug,  LymphoStat-B.  Work  on  five 
other  compounds  that  the  firm  had  once  touted,  including  the  antianthrax 
potion  Abthrax,  will  be  put  on  the  back  burner.  But  none  of  its  five  focus 
drugs  has  gone  beyond  the  second  of  three  phases  of  human  testing,  and  it 
will  be  years  before  investors  know  whether  any  of  them  works.  The  moves 
haven't  done  much  for  Human  Genome  shares,  which  are  mired  at  $13,  down 
from  a  high  of  $232  in  January  2000.  — Robert  Langreth 


No  blockbuster: 
William  Haseltine. 


lere's  No  Place  Like  Loews 


ned  early  was  that 

en  shoppers  would 

nto  a  picture  show  to 

sit  down  and  rest,"  says 

arcus  Loew,  head  of  a 

poration  capitalized  at 

$100  million,  operating 

the  largest  chain  of  the- 
Marcus  Loew:  movie  , 
.  aters  in  the  world.  That 

house  magnate. 

fact  alone  offered  enor- 
mous possibilities  if  we  would  give  them  attrac- 
tive theaters.  It  always  seemed  clear  to  me  that 
admission  prices  should  be  kept  down.  I  work 
along  tines  based  on  the  assumption  that  prices 
have  reached  their  peak.  The  picture  show  should 
remain  the  entertainment  of  the  masses." 
This  year  Loews  Cineplex  is  celebrating  the  100th 
anniversary  of  Loew's  theaters,  founded  in  1904. 


Penney's  New  Thing 


pidly,"  says 

Penney's  chairman,  William  M.  Batten,  a  former 
economist,  "people  have  become  more  sophisti- 
cated buyers.  And  they  want  it  all  under  one  roof." 
That  has  spelled  opportunity  for  the  nation's  num- 
ber one  soft  goods  retailer  with  1,662  stores.  Today 
Penney's  customers  can  get  a  variety  of  merchan- 
dise undreamed  of  eight  years  ago,  ranging  from 
"mod"  clothes  to  wigs  and  sewing  equipment,  from 
insurance  to  gasoline. 

J.C.  Penney  announced  in  April  that  it  would  sell 
the  Eckerd  drugstore  chain  for  $4.5  billion. 


l*ljd^l  OPEC  greed  is 

having  the  same  net  effect  on  U.S.  economic 
activity  as  would  happen  if  the  Federal  Reserve 
were  tightening  credit.  Instead  of  Bill  Miller 
taking  money  out  of  the  domestic  economy,  the 
Middle  Eastern  oil  countries  are  performing  the 
service— gleefully.  By  the  end  of  this  year,  the 
restraint  on  business  activity  resulting  from  OPEC 
pricing  will  have  curtailed  demands  for  U.S.- 
produced  goods  and  services  sufficiently  to  bring 
on  the  price  competition  usually  associated  with 
severe  recession. 

OPEC  is  cutting  its  production  by  a  million  barrels  a 
day,  in  an  effort  to  maintain  high  oil  prices. 
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OF  COURSE  IT'S  COMFORTING  TO  HAVE 
A  VETERAN  CAPTAIN  FLYING  YOUR  PLANE. 
BUT  AT  NETJETS  WE  REQUIRE  TWO. 


When  it  comes  to  safety,  there's  simply  no  such  thing  as 
too  much.  And  because  we  think  about  it  constantly,  you 
never  have  to. 

Take  our  pilots  for  instance.  Averaging  9,000  hours  of  flight 
experience  each,  they're  among  the  most  experienced  in 
the  air.  Some  have  even  served  aboard  Air  Force  One.  But 
that's  still  not  enough  for  us.  Our  pilots  train  an  average  of 
23  days  a  year  preparing  for  every  conceivable  situation. 
And  on  every  flight,  both  pilots  are  type-rated  as  captains. 

But  our  commitment  to  being  the  world's  safest  private 
aviation  company  begins  long  before  a  plane  leaves  the 


ground.  We  buy  only  the  newest  aircraft  with  the  latest/safety 
equipment.  All  our  pilots  fly  only  one  type  of  aircraft  with 
identical  state-of-the-art  flight  decks.  With  our  dual-release 
requirement,  no  flight  takes  off  unless  the  pilot  and  a 
Certified  Dispatcher  agree  the  flight  can  be  completed  safely! 
And  our  collaboration  with  Mayo  Clinic  provides  you  with 
coordinated  emergency  medical  care,  24  hours  a  day,  even  if 
you're  not  onboard. 

So  whether  you're  looking  to  purchase  a  fractional  share 
or  a  Marquis  Jet  Card  offering  Netjets  25  hours  at  a  time, 
you  can  feel  good  about  our  obsession  with  safety.  Even  if  it 
is  a  little  redundant. 


1-877-356-0754 


NETJETS?  LEAVE  NOTHING  TO  CHANCE? 


FOLLOWJJiROUGH 


MARCH  29,  2004 

Bill  Gates  Won't 
Testify  After  All 

Microsoft's  peacemaking  ways  continued 
in  April,  when  the  world's  largest  software 
maker  settled  a  Minnesota  class  suit  that 
was  under  way  in  front  of  a  jury.  Last 
month  we  wrote  that  Chairman  Bill  Gates 
and  Chief  Steve  Ballmer  were  slated  to  take 
the  stand.  But  a  month  into  the  trial 
Microsoft  settled  for  an  undisclosed  sum. 
Microsoft  will  announce  terms  of  the  set- 
dement  early  this  summer.  The  plaintiffs, 
who  contended  that  Microsoft  had  used  its 
monopoly  to  overcharge  for  software,  were 
seeking  damages  ranging  from  $283  mil- 
lion to  $425  million.  The  deal  follows  a 
string  of  settlements,  including  one  with 
longtime  archenemy  Sun  Microsystems. 
Still  pending:  antitrust  actions  from  two 
companies,  RealNetworks  and  Burst.com, 
and  class  actions  in  six  states. 

— Elizabeth  Corcoran 

DECEMBER  8,  2003 

Homegrown  Fraud 

It's  been  six  months  since  we  published 
our  story  on  HomeGold  Financial,  a 
subprime- mortgage  lender  that  was  using 
the  deposits  of  a  subsidiary  called  Carolina 
Investors  to  prop  up  its  risky  lending  busi- 
ness. When  HomeGold  blew  up,  $275  mil- 
lion from  8,300  small-time  South  Carolina 
investors  went  with  it.  The  same  week  our 
story  was  published,  Larry  Owen,  Car- 
olina's president,  was  indicted  by  a  grand 
jury  for  securities  fraud.  In  January  Car- 
olina's chairman,  Earle  Morris,  was  hit 
with  the  same  charges.  Each  would  face  a 
lengthy  prison  term  and  fines  of  more  than 
$1  million.  And  in  April  Owen's  wife, 
Anne,  a  vice  president  at  the  firm,  was  also 
indicted  for  securities  fraud.  Trials  for 
Larry  Owen  and  Morris  start  later  this  year. 

In  bankruptcy  court  a  trustee  for  the 
investors  is  duking  it  out  over  the  proceeds 
of  $37.5  million  in  insurance  policies.  For- 
mer HomeGold  Chief  Ronald  Sheppard, 
who  resigned  four  and  a  half  months  prior 
to  the  bankruptcy  filing,  has  not  been 
charged  in  the  case. 

— Rob  Wfierry 


MARCH  3.  2003 

Ariba  3.0 

A  year  ago  we  described  how  once-hot 
Ariba  was  struggling  to  sell  its  software  to 
corporate  purchasing  departments.  Cost- 
cutting  at  the  900-employee  Sunnyvale, 
Calif,  company  made  it  profitable,  but 
revenues  last  quarter  were  down  15% 
from  a  year  ago,  to  $53  million. 

Now  Ariba  Chief  Robert  Calderoni 
thinks  salvation  will  come  by  getting  into 
the  consulting  business.  He's  hired  hun- 
dreds of  consultants  to  advise  companies 
on  how  to  buy  goods  and  services 
cheaply — ideally  using  Ariba's  software, 
of  course.  Though  consulting  is  less  prof- 
itable than  the  software  business, 
Calderoni  predicts  he  can  successfully 
combine  the  two.  "We  can  still  get  65% 
gross  margins,"  he  maintains.  Since  Janu- 
ary he  has  been  on  a  dealmaking  tear.  He 
bought  rival  FreeMarkets  (which  has  500 
consultants)  for  $493  million,  then 
acquired  two  smaller  software  outfits. 
Investors  are  undazzled.  The  stock  has 
struggled  to  break  $4.  — Victoria  Murphy 

MAY  13.  2002 

Taking  it  Haier 

Two  years  ago  we  profiled  Chinese  com- 
panies that  were  intent  on  invading  the 
U.S.  market  and  building  global  brands. 
The  attack  continues. 

Haier  Group  has  charged  past  GE  to 
become  the  world's  fourth-largest  appli- 
ance maker.  Haier  now  claims  50%  of  the 
U.S.  market  for  wine  chillers  and  a  50% 
share  of  the  minifridge  market.  A  recent 
listing  on  the  Hong  Kong  stock  exchange 
should  enable  Haier  to  use  its  stock  as 
currency  in  acquiring  foreign  companies. 
Telecom  equipment  maker  Huawei  Tech- 
nologies is  selling  routers  and  switches  in 
the  U.S.  through  its  FutureWei  subsidiary. 
Huawei's  international  sales  jumped  90% 
last  year  to  $1  billion.  Computer-maker 
Legend  Group  hired  a  brand  consultant 
and  recently  changed  its  name  to  Lenovo 
after  finding  that  the  Legend  name  was 
already  trademarked  in  several  countries. 
To  showcase  its  new  name  Lenovo  signed 
on  as  a  sponsor  of  the  International 
Olympic  Committee.  — Kerry  A.  Dolan 
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Inspired  by  the  elegant  design  of  luxury 
yachts,  Range  Rover  features  an  interior 
crafted  of  the  finest  elements.  With 
Blenheim  leather  seating  surfaces,  rich 
wood  details  plus  an  ingenious  three-zone 
climate  control  system,  Range  Rover  is 
unquestionably  worth  getting  to  know. 

1-8Q0-FIND  4WD 
landroverusa.com 


itfront 


www.forbes.com 


Unoutsourcing 

Dell  moved  product  support  for  business  accounts  from  India  back  to  the  U.S. 


It  seems  some  customers  were  not  happy 
with  the  prior  arrangement. 

BY  ELIZABETH  CORCORAN 

DELL  CAN  ASSEMBLE 
and  ship  a  new  com- 
puter for  a  customer 
in  24  hours.  But  it 
took  six  months  for 
the  company  to  get  Karen  Ander- 
son's name  right.  Anderson,  who 
lives  in  Calistoga,  Calif.,  endured 
dozens  of  phone  calls  before  Dell 
issued  her  a  promised  $200  rebate 
for  a  computer  she  ordered  last 
October.  Dell  also  gave  her  the  wrong 
Internet  service  provider.  And  her 
printer  broke.  "1  just  want  to  scream 
when  I  see  Dell's  TV  commercials," 
Anderson  fumes. 

Dell  is  number  one  in  the  PC  indus- 
try, but  recently  has  been  earning  more 
than  its  share  of  complaints.  Last  year  it 
shipped  5.4  million  personal  computers  in  the  U.S., 
ahead  of  rival  HP,  which  shipped  5.2  million,  according  to 
IDC.  Dell's  high  marks  for  quality  notwithstanding,  it  has 
unhappy  campers. 

Last  year  the  central  Texas  Better  Business  Bureau  logged 
3,726  complaints  against  Dell  from  consumers  throughout  the 
U.S.  That's  up  threefold  from  2001,  a  period  in  which  Dell's  sales 
volume  grew  two  and  a  half  times.  HP  earned  only  1,362  com- 
plaints nationwide  for  that  entire  three-year  period,  according 
to  the  Better  Business  Bureau  of  the  Silicon  Valley.  Last  year  the 
Texas  attorney  general's  office  logged  504  complaints  against 
Dell  and  Dell  Financial,  more  than  double  the  pace  of  2002. 
Complaints  about  the  Round  Rock,  Tex.  firm  for  the  first  four 
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months  of  this  year  are  running  even 
with  last  year's. 

Business  customers  have  been 
having  issues  with  Dell,  too.  Tech- 
nology Business  Research,  a  con- 
sulting firm  in  Hampton,  N.H. 
that  has  been  tracking  corporate 
customer  satisfaction  with  PC 
vendors  since  1997,  ranked  Dell 
far  ahead  of  its  competitors  for 
years.  Those  marks  began 
sliding  a  year  ago. 
TBR's  most 


recent  data  on  satisfaction 
with  desktop  computers  show  Dell 
below  unbranded  "white  box"  computers 
and  tied  with  competitors  HP,  Gateway  and  IBM. 

What  happened?  Cost  control.  Dell  was  among  the  earliest 
computer  companies  to  route  customer  service  and  technical 
support  calls  to  India.  Dell  set  up  its  first  center  in  Bangalore  in 
2001  and  opened  a  second  site  in  Hyderabad  last  year.  Language 
and  cultural  rifts  between  disgruntled  U.S.  customers  and  Dell's 
bright  but  unseasoned  Indian  support  staff  fueled  the  flames. 
U.S.  customers  say  they  got  frustrated  when  Dell  employees  field- 


leart 


ing  calls  seemed  unwilling  to  depart  from  a  script.  TBR  began 
hearing  complaints  about  Dell's  telephone  support  from  busi- 
ness customers  in  early  2003.  In  November  Dell  took  the  rare 
step  of  rerouting  its  large-  and  medium-business  support  work 
out  of  India  and  back  to  Austin.  Support  for  small-business  and 
consumer  accounts  remains  in  India. 

M.D.  Ramaswami,  who  helped  establish  Dell's  Bangalore 
center,  is  proud  of  Dell's  early  hires.  "We  put  them  through  eight 
weeks  of  training — four  weeks  around  accent  and  culture  and 
another  four  weeks  around  Dell  products,"  says  Ramaswami, 
who  now  runs  his  own  consultancy  in  Bangalore.  "The  biggest 
challenge  was  working  on  the  accent  and  culture.  That  challenge 
still  remains — for  all  companies  across  the  board." 

After  Lisa  Ross  in  Colt,  Ark.  had  problems  with  a  $5,000  PC 
she  bought  from  Dell  in  2002,  she  spent  two  weeks  exchanging 
e-mails  with  customer  support,  trying  to  learn  the  manufacturer 
and  part  numbers  of  components  to  ensure  there  would  be  no 
fatal  compatibility  errors.  She  still  doesn't  have  all  the  answers.  "I 
worked  in  technical  support  for  Gateway  for  14  months,"  she 
said.  "I  feel  sorry  for  Dell  technicians  if  they  don't  have  that 
information.  They're  on  the  front  lines." 

Analysts  point  out  that  Dell's  service  isn't  bad — just  no  longer 
dramatically  ahead  of  its  competitors'.  The  March  issue  of  Con- 
sumer Reports  gave  Dell  a  62  (out  of  a  possible  100)  for  its  desk- 
top PC  support — down  from  its  December  2001  grade  of  74  but 
still  ahead  of  HP  and  its  Compaq  brand,  which  last  year  received 
scores  of  54  and  5 1 ,  respectively.  For  consumers,  Dell's  desktop 
service  and  reliability  scored  an  "A+"  last  luly  from  PC  Magazine, 
even  as  the  magazine  pointed  out  that  "many  readers  are 
extremely  unhappy  with  Dell  [service]  practices." 

Concedes  Bobbi  Dangerfield,  director  of  Dell's  U.S.  consumer 
customer  experience,  "Last  year  we  experienced  some  challenges 
in  customer  support." 

Carrie  Hurt,  president  of  the  central  Texas  Better  Busi- 
ness Bureau,  says  that  Dell  meets  with  her  staff  quarterly  and 
works  diligently  to  resolve  complaints. 

Despite  its  partial  pullback  to  the  U.S.,  Dell  remains  committed 
to  its  overseas  operations  and  plans  to  open  more  call  centers  around 
the  world.  A  year  ago  Dell  also  kicked  off  a  "Voice  of  the  Customer" 
effort  aimed  at  improving  product  quality,  fixing  problems  faster, 
making  it  easier  to  reach  Dell  and  simply  being  nice. 

This  March  Dell  simplified  the  automated  menu  of  options 
customers  hear  when  they  dial  in  for  support.  To  cut  wait  times 
on  the  phone,  Dangerfield  says  that  Dell  added  more  people  to 
its  call  centers.  Beginning  last  November  Dell  also  prodded  its 
customer  support  staff  to  team  up  with  technicians  to  answer 
technology  questions,  thereby  cutting  by  two-thirds  the  number 
of  times  a  caller  is  transferred.  Six  months  ago  Dell  began  to  roll 
out  a  new  database  of  tools  for  resolving  technology  problems 
and  later  this  year  will  put  those  tools  on  the  Web. 

Any  improvements  would  be  welcome  news  for  Daniel 
Summars,  a  Lewisville,  Tex.  software  engineer  who  says  that  over 
24  months  he  had  21  part  failures  or  replacements  in  the  same 
Dell  notebook  model;  Dell  replaced  it  twice.  "I  submitted  it  to 
the  Guinness  World  Records,"  he  says.  F 


WHAT  WOULD  HE  GET 
PAID  IF  THE  STOCK 
HAD  GONE  UP? 

When  John  Zeglis  took  over  AT&T  Wireless  in  1999,  it 
was  the  country's  premier  cell  phone  company.  Its 
record-setting  public  offering  raised  $10.6  billion.  Four 
years  later  the  company  was  so  battered  that  in 
February  it  became  a  meal  for  Cingular,  a  competitor 
that  didn't  even  exist  back  then. 

But  the  new  proxy  statement  from  AT&T  Wireless 
shows  that  while  Zeglis  and  his  execs  might  not  have 
known  how  to  run  a  winning  wireless  company,  they 
sure  know  how  to  cash  out.  The  merger  triggered 
immediate  vesting  of  options  and  restricted  stock, 
amounting  to  a  $14  million  payout  for  Zeglis.  He  gets 
another  $7.4  million  thanks  to  a  severance  package 

rewritten  just  four  months  ago.  The  other 
19  top  execs  will  walk  away  with  a 
total  of  $39  million  in  stock  and 
other  payouts  plus  $23  million 
in  severance. 

How  did  investors  do?  While 
the  merger  bid  up  the  stock  by 
75%,  on  Zeglis'  watch 
the  company's  mar- 
ket value  still  fell  by 
$29  billion. 

-Scott  Woolley 
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Source:  FT  Interactive  Data  via  FactSet  Resea/c/i  Systems. 
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Sanctimonious  in  Sacramento  I 

California's  public  pension  fund  is  making  a  big  stink  about  little  problems  in  the  governance  of 
companies  these  days.  What  about  the  stench  from  its  own  self-dealing? 

BY  NEIL  WEINBERG 

SHOCKED.  THAT'S  HOW  THE  GIANT  CALIFORNIA  PUBLIC  belie  craven  political  posturing  behind  its  push.  Calpers  is  one  of 

Employees'  Retirement  System  pension  fund  sounded  last  a  few  big  pension  funds,  including  outfits  in  New  York,  North 

month  in  opposing  renomination  of  some  directors  at  Carolina  and  Ohio,  that  are  on  a  rampage  of  outrage.  They  coa- 

2,700  public  companies.  Among  the  BHaMWi.  ■■■mmmmmmmmm   lesced  around  the  public  whipping  of  Walt 


2,700  public  companies.  Among  the 
sinners  it  wants  out:  Warren  Buffett  at  Coca- 
Cola,  for  serving  on  a  committee  that  let  the 
firm's  auditors  also  handle  tax  work;  Steve 
Jobs,  the  savior  of  Apple  Computer,  because 
his  board  hasn't  implemented  an  options  ac- 
counting proposal;  and  Citigroup  Chief  Ex- 
ecutive Charles  Prince  because,  horrors,  his 
wife  works  at  a  law  firm  Citi  uses. 

No  question,  shareholder  rabble-rousing 
is  a  good  thing,  and  Calpers — with  $165  bil- 
lion in  assets  and  1 .4  million  participants — is 
good  at  throwing  its  weight  around.  But  the 
petty  causes  it's  been  championing  lately 


Disney  Chief  Michael  Eisner  in  March  and 
now  are  escalating  their  assault. 

Calpers  is  the  most  cantankerous  among 
them.  This  proxy  season  it  is  opposing  some 
or  all  directors  at  90%  of  the  firms  whose 
shares  it  owns.  "Our  interests  are  consistently 
aligned  with  those  we  serve,"  says  Sean  Harri- 
gan,  president  of  the  Calpers  board.  "All  we're 
asking  companies  to  do  is  align  themselves  with 
those  they  serve — shareholders."  That  said,  if 
the  pension  fund  itself  were  held  to  the  same 
standards  it  demands  of  corporate  America, 
the  board  of  Calpers  might  have  to  fire  itself. 


AVERTING  THEIR  EYES 

Federal  prosecutors  spent  a  few  million  bucks  and  interviewed  more  than  200  witnesses 
to  build  a  tough,  no-exceptions  case  against  Martha  Stewart  for  lying  to  investigators. 
She  awaits  sentencing  next  month,  but  now  it  is  clear  a  member  of  her  jury  may  have  told 
a  few  lies,  too.  So  what  are  prosecutors  doing  about  it?  Not  a  whole  lot.  The  new  revela- 
tion, dug  out  by  Stewart's  lawyers,  prompted  them  to  ask  for  a  new  trial,  and  it  could 
become  part  of  Martha's  appeal.  Her  prosecutors  are  in  a  squeeze:  They  must  uphold 
truthfulness,  yet  they  can't  afford  to  do  anything  that  might  discredit  the  Martha  verdict. 

Under  oath,  "prospective  juror  number  50"— Chappell  Hartridge,  a  Bronx-bred  com- 
puter technician— said  in  a  jury  questionnaire  that  neither  he  nor  any  close  relative  had 

ever  been  sued  or  charged  with  a  crime. 
When  Stewart  was  convicted  on  Mar.  5, 
Hartridge  stood  before  TV  cameras  on  the 
courthouse  steps  and  hailed  a  victory  for 
"the  little  guy."  Later  he  did  Dateline. 

And  then  his  own  story  started  falling 
apart.  A  private  investigator  for  Stewart 
says  he  learned  that  Hartridge  was 
arrested  in  1997  for  assault  (the  case  was 
withdrawn  and  sealed).  He  also  had  three 
civil  judgments  against  him;  his  wife  had 
one  more  of  her  own.  And  his  son  was  convicted  of  attempted  robbery  in  2000. 

In  court  on  Apr.  7,  prosecutor  David  Kelley  said  "the  government  does  not  condone  Mr. 
Hartridge's  inaccurate  responses,"  but  added  that  maybe  Hartridge  forgot  some  things. 
Since  then,  Stewart's  lawyers  complain  that  the  feds  haven't  "conducted  any  investiga- 
tion of  substance"  or  tried  to  interview  Hartridge,  who  won't  comment.  Nor  will  the  feds. 
On  the  day  they  indicted  Martha  Stewart,  U.S.  Attorney  James  Comey  declared:  "This 
criminal  case  is  about  lying;  lying  to  the  FBI,  lying  to  the  SEC  and  lying  to  investors."  And 
he  added:  "That  is  conduct  that  will  not  be  tolerated  by  anyone."  —  Emily  Lambert 


Political  Payola 

Calpers'  13-member  board  is  a 
mix  of  politicians,  political  ap- 
pointees and  union  reps.  State 
Treasurer  Philip  Angelides,  a  con- 
tender for  the  governorship,  has 
long  received  campaign  funds 
from  supermarket  billionaire 
Ronald  Burkle,  his  wife  or  his 
companies.  Director  Willie  Brown, 
former  San  Francisco  mayor,  did 
legal  work  for  a  Burkle  company, 
Yucaipa,  some  years  ago.  Brown 
and  Angelides,  in  turn,  voted  for 
investing  $200  million  of  Calpers 
money  in  a  Burkle  fund.  Angelides 
said  he  bases  his  votes  on  the  "best 
interest  of  taxpayers  and  pension- 
ers." A  Yucaipa  spokesman  said 
the  political  contributions  had  no 
bearing  on  the  investment.  Brown 
declined  comment. 

In  February  2002  Calpers 
agreed  to  invest  up  to  $560  mil- 
lion in  Burkle's  Yucaipa  to  provide 
financial  services  to  other  pension 
funds  and  unions.  The  Calpers 
board  approved  the  idea  three 
weeks  before  Burkle  reportedly 
hosted  an  Angelides  fundraiser. 
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ASSET  MANAGEMENT 
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A  Passion  to  Perform. 


Aiming  higher. 

Here's  to  the  head  start.  To  the  will  to  win 
through. 

<kt  Deutsche  Bank  we  share  your  passion  to  hit 
the  ground  running,  to  seize  the  opportunity,  to 
make  it  happen. 

t's  what  makes  us  one  of  the  world's  leading 
financial  institutions.  And  it's  why  the  most 
demanding  clients  in  the  US,  and  around  the 
world,  trust  us  to  perform. 

Across  disciplines,  across  regions.  With  absolute 
dedication,  leading-edge  insights,  powerful 
solutions. 

re  you  ready? 


WORLD'S  BEST  BANK  -  EUROMONEY'S  POLL  OF  POLLS  2004 
BANK  OF  THE  YEAR     -     IFR  AWARDS  OF  THE  YEAR  2003 


Deutsche  Bank 


eutsche  Bank  Securities  Inc.,  a  subsidiary  of  Deutsche  Bank  AG,  conducts  investment  banking  and  securities  activities  in  the  United  States. 
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Pfizer  may  have  spoken  too  soon  when  three  months  ago  it  started  run- 
ning Viagra  commercials  with  the  Queen  song  "We  Are  the  Champions."  " 
Viagra's  share  of  the  U.S.  erectile  dysfunction  market  has  shrunk  to  82% 
less  than  a  year  after  two  rivals  hit  the  market,  according  to  researcher 
IMS  Health.  At  the  end  of  2003  it  had  just  half  the  market  in  Germany, 
France  and  Italy. 

Are  the  two  newcomers— Cialis,  from  Eli  Lilly  and  ICOS  Corp.,  and  Levitra,  from 
Bayer  and  GlaxoSmithKline— expanding  the  market  or  just  rearranging  it?  A  little  of 
both,  it  seems.  In  this  year's  first  three  months  Viagra  prescriptions  declined  6%  from  the  corresponding  period  in  2003,  to 
3.7  million.  As  for  new  customers,  Lilly  claims  Cialis  is  winning  20%  of  the  prescriptions  in  the  U.S.,  compared  with  Levitra's 
14%  and  Viagra's  66%.  Pfizer  says  it  expected  to  lose  some  share,  considering  the  competition. 

But  it  can't  be  just  a  coincidence  that  Pfizer  is  pushing  its  ad  agencies  for  new  creative  ideas.  Or  that  it's  taking  a  cue  from 
Cialis  and  Levitra  and  starting  an  incentive  program:  For  every  six  prescriptions,  loyal  users  get  a  seventh  one  free.  Levitra, 
which  is  not  all  that  different  from  Viagra,  is  swapping  ex-footballer  Mike  Ditka  in  commercials  for  someone  sexier,  at  least  to 
men:  a  woman  wearing  hardly  more  than  a  man's  buttoned-down  shirt. 

Viagra,  for  what  it's  worth,  already  tried  featuring  a  woman  in  a  TV  ad  and  wasn't  especially  wowed  by  the  results. 
"A  male-centric  approach  is  most  effective,"  claims  Viagra  executive  Janice  Lipsky.  —Allison  Fass 


Levitra's  new  female  TV  ad 
star  "Can  I  tell  you  a  secret?" 


End-Run  Debt 


Like  to  earn  a  25%  coupon?  Rent  out  your  balance  sheet,  by  brett  nelson 


EVEN  BEFORE  ENRON,  THE  HIGH  PRIESTS  OF  ACCOUNTING 
were  mulling  a  very  touchy  issue:  When  should  a  com- 
pany be  allowed  to  keep  certain  assets  off  its  books? 
Post-Enron,  the  Financial 
Accounting    Standards  Board 
drafted  rules  intended  to  make 
companies  confess  to  off-balance- 
sheet  shenanigans.  But  do  they? 

Consider  a  recent  flap  involving 
Citigroup  and  Parmalat,  the  tar- 
nished Italian  dairy  concern.  Citi 
held  some  $200  million  in  Parmalat 
receivables  in  an  off-balance-sheet 
entity  known  as  a  conduit.  Its  name: 
Eureka.  Parmalat  had  pledged  those 
assets  in  return  for  a  line  of  credit.  Eureka,  in 
turn,  issued  commercial  paper  backed  by  the 
IOUs.  This  maneuver  gave  Parmalat  immediate 
access  to  capital;  Citi  collected  fees  for  securi- 
tizing  the  loans  and  processing  the  payments 
(and  boosted  its  return  on  assets);  and  com- 
mercial-paper investors  had  more  paper  to 
buy.  Little  wonder  such  conduits  have  $350  bil- 
lion in  paper  outstanding. 

Whoops.  In  the  fourth  quarter  of  2003 
Citi  wrote  down  the  busted  receivables  after 
pulling  them  from  Eureka  and  onto  its 
books — just  the  kind  of  nasty  surprise  FASB 
strove  to  head  off.  "It's  too  early  to  make 
assessments  until  we  see  the  disclosures  more 


Big  banks  use  off-balance-sheet  conduits 
to  issue  asset-backed  commercial  paper. 
Below  are  the  five  largest  administrators 
as  of  November  2003. 

Commercial  paper 
outstanding 
($bil) 


Conduit 
administrator 


Citibank 
Bank  One 
ABNAMRO 

General  Electric  Capital 
Bank  of  America 

Source:  Moody's  Investors  Service. 


broadly,"  says  FASB  board  member  Edward  Trott. 

The  new  rules  say  that  an  entity  on  the  hook  for  a  major- 
ity of  what  FASB  calls  the  "expected  loss"  on  a  pool  of  assets 

must  consolidate  those  assets  on 
its  books.  But  Wall  Street  found  a 
way  to  keep  assets  off  the  balance 
sheet  of  a  bank  helping  out  with 
the   financing.   It   devised  an 
"expected-loss"  note.  These  surreal 
securities  might  pay  a  juicy  25% 
coupon  to  an  investor  willing  to 
put,  in  effect,  billions'  worth  of 
loans  on  his  own  balance  sheet. 
The  terms  of  the  Citi  note  are 
unknown,  but  the  expected  loss  on 
a  Eureka-size  conduit  issuing  $4  billion  in 
commercial  paper  might  be  a  mere  $4  mil- 
lion. The  note  holder  puts  up  $3  million,  or 
any  majority  amount.  Meaning:  If  the  IOUs 
pay  back  a  tad  less  than  expected,  a  note 
holder's  sliver  of  equity  gets  wiped  out. 

Citi  claims  it  didn't  know  the  assets  were 
impaired  before  it  yanked  them  out  of 
Eureka,  thus  shielding  the  note  holder  and 
commercial  paper  buyers  (if  not  Citi  share- 
holders) from  harm.  Says  a  Citi  spokesper- 
son: "Our  actions  were  consistent  with  con- 
duit practice."  If  so,  FASB's  rule  looks 
flimsy — and  that  wacky  note  looks  like  a  darn 
nifty  investment.  F 


$38.5 
33.5 
28.6 
21.9 
18.6 
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Gotcha  Again 

Sometimes  when  you  claim  a 
deduction,  your  tax  goes  up. 

BY  JANET  NOVACK 

THE  ALTERNATIVE  MINIMUM  TAX  IS  THE 
gotcha  in  the  tax  code,  punishing  people 
for  having  too  many  children  or  living  in  a 
high-tax  state  like  California.  Here's  a  new 
horror  story.  Some  folks  caught  in  the  AMT 
unwittingly  paid  thousands  more  in  total  2003  tax 
because  they  claimed  legitimate  deductions.  "This  one  is 
really,  really  weird.  Normally  AMT  just  causes  you  to  lose  the 
benefit  of  your  deductions,  but  it  doesn't  normally  tax  you 
more  for  them,"  says  Kristin  Hill,  a  senior  tax  manager  in 
Deloitte  &  Touche's  Washington  national  tax  office.  She  calcu- 
lates an  AMT  payer  could  owe  as  much  as  $5,680  in  extra  2003 
tax  as  a  result  of  deductions  on  his  or  her  regular  tax.  Even 
more  folks  could  get  hit  in  2004. 

How  could  that  be?  The  new  tax  rate  on  long-term  capital 
gains  realized  after  May  5,  2003  and  on  qualified  dividends  paid 


SKETCHY  MOVE 


Ohio  Art,  the  96-year-old  company  best  known  for  the  Etch  A  Sketch  toy,  is 
shaking  things  up  with  its  shareholders.  Except  the  shareholders  are 
refusing  to  fade  away.  The  dispute  started  when  Ohio  Art  announced  in 
late  February  it  would  deregister  its  stock,  which  meant 
it  would  stop  filing  financial  reports  to  the  SEC  and 
withdraw  from  the  American  Stock  Exchange. 

The  company,  based  in  Bryan,  Ohio,  was  taking 
advantage  of  a  1965  law  that  allows  a  company  to 
forgo  public  reports  when  the  number  of  its 
shareholders  of  record  drops  below  300.  Ohio 
Art  claims  to  have  around  300. 

But  the  term  "shareholders  of  record" 
doesn't  reveal  the  true  number  of  share- 
holders, since  brokerage  firms  and 
banks  hold  their  clients'  stock  in 
street  name.  A  firm  like  Merrill 
Lynch  might  have  hundreds  of 
clients  who  own  a  particular  stock,  but 
Merrill  is  considered  the  only  shareholder 
of  record. 

So  shareholder  Walter  Carucci,  chief  executive  of  Port 
Washington,  N.Y.-based  Carr  Securities  (which  makes  a  market  in 
Ohio  Art  stock),  rounded  up  a  posse  of  at  least  300  irate  investors  all 
willing  to  buy  and  hold  stock  certificates.  That  way  they  would  all  be 
counted  individually. 

Ohio  Art  insists  it's  moving  ahead  and  will  trade  on  unregulated  Pink 
Sheets.  Carucci  says  the  final  picture  is  yet  to  be  drawn.     —Carrie  Coolidge 


in  2003  or  later  is  just  5% — on  taxable  income  of  up  to  $56,801 
for  couples  and  $28,401  for  singles.  (Your  ordinary  income  is 
taxed  first  and  counts  against  those  limits.)  Above  those  levels  the 
rate  is  15%.  Supposedly  the  5%  rate  is  available  in  the  AMT,  too. 
But  the  way  the  tax  code  is  worded,  AMT  payers  get  the  5%  rate 
on  only  the  amount  of  gains  and  divi- 
dends taxed  at  5%  in  their  regular  tax 
computation.  (You  calculate  your  regular 
tax  before  your  AMT  and  then  pay 
whichever  is  higher.)  So  if  a  taxpayer 
shows  $5,000  of  taxable  income  on  his 
regular  return  (after  claiming  all  his 
deductions),  he  will  have  a  maximum  of 
$5,000  taxed  at  the  5%  rate.  That  means  in 
the  AMT  no  more  than  $5,000  of  his  gains 
and  dividends  would  qualify  for  the  5% 
rate;  the  rest  would  be  taxed  at  1 5%. 

The  result  is  that 
state  and  local  tax 
deductions  and  mis- 
cellaneous deductions 
(such  as  unreimbursed 
employee  business  ex- 
penses) can  backfire — 
they  lower  regular  taxable 
income  but  don't  reduce 
the  taxpayer's  AMT  taxable 
income  and  can  raise  his  cap- 
ital gains  rate  in  the  AMT. 
Who's  at  risk?  Folks  with 
lots  of  capital  gain  and/or  divi- 
dend income  but  little  regular 
taxable  income — for  example, 
retirees,  taxpayers  with  high  regu- 
lar itemized  deductions  and  business 
owners  with  large  net  operating  losses. 
Some  taxpayers  who  got  caught  in  this 
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Ring. 
Ring. 
Ring. 


Telefonica  needed  to  keep  its  telecom  network  operating 
at  maximum  reliability  across  Peru's  1.28  million  square  kilometers. 

Who  did  Telefonica  go  to  for  help?  aW^PP^ 


GoToEmerson.com 


EMERSON 
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"This  one  is  really,  really  weird.  Normally  AMT  just  causes  you  to  lose  the 
henefiLofyour  deductions,  hut  it  doesn't  normally  tax  you  more  for  them." 


unpublicized  trap  probably  weren't  aware  of  it  since  they  or 
their  preparers  used  software  to  calculate  their  tax.  Others  who 
did  notice  they  weren't  getting  the  full  benefit  of  the  5%  rate 
may  have  overridden  the  programs  thinking  the  results  couldn't 
be  right.  If  they  did,  they'll  get  math  error  notices  from  the  IRS. 

David  S.  Colton,  a  CPA  with  Moody,  Famiglietti  &  Andronico 
in  North  Andover,  Mass.,  was  stunned  when  he  discovered  a 
semiretired  doctor  with  big  charitable  and  other  deductions  could 
save  $1,236  on  his  2003  bill  by  not  claiming  $12,400  in  miscella- 
neous deductions.  "We  spent  about  a  day  saying  this  can't  pos- 
sibly be  right,"  Colton  says.  Finally,  after  much  research,  he  con- 
cluded that  yep,  the  law  reads  that  way.  "This  one  is  going  to 
affect  people  who  can  least  afford  to  pay,"  he  warns.  D&T  Director 
of  Tax  Policy  Clint  Stretch  says  Congress  could  fix  the  problem 
with  a  "technical"  correction.  (The  key:  Congress  can  make  such 
fixes  without  considering  how  much  it  costs  the  Treasury.) 


Meanwhile,  the  standard  advice  about  running  AMT  calcula- 
tions before  you  prepay  any  state  taxes  or  accelerate  other 
deductions  at  the  end  of  2004  applies.  What  if  you  haven't 
planned  ahead?  Be  careful.  While  the  issue  hasn't  been  much  lit- 
igated, it  appears  that  a  taxpayer  who  itemizes  can't  simply  elect 
to  omit  some  deductions,  say  for  state  and  local  tax.  On  the 
other  hand,  Colton  points  out,  what  qualifies  as  an  unreim- 
bursed employee  business  expense  involves  judgment;  you 
might  decide  those  business  dinners  and  subscriptions  weren't 
primarily  for  your  job  after  all — if  it  saves  you  some  bucks.  And 
in  very  unusual  circumstances — where  you  have  a  capital  gain,  a 
business  loss,  lots  of  local  tax  but  no  interest  or  charitable 
deductions  to  speak  of — it  might  make  sense  to  claim  no  item- 
ized deductions  on  either  regular  tax  or  the  AMT. 

If  you  can  follow  all  that,  you  must  work  for  one  of  the  con- 
gressional committees  that  invented  this  tax  law.  F 


THAT'S  MY 
PARKING  SPACE 

Only  in  Vegas.  Casino  billionaires  Sheldon 
Adelson  and  Steve  Wynn  are  feuding— over 
parking.  In  March,  Wynn  accused  Adelson  of 
not  allowing  enough  parking  spaces  at  a 
planned  $1.3  billion  hotel  called  the  Palazzo. 
Wynn  alerted  Vegas  officials,  setting  off  a 
trash-talking  tirade  between  the  duo  in  local 
newspapers.  Wynn  called  Adelson  a  "liar"; 
Adelson  said  Wynn  has 
a  "big  ego." 

Wynn  is  upset  that 
Adelson's  employees 
sometimes  park  their 
cars  across  the  Strip  at 
Treasure  Island  casino. 
Why?  Wynn  has  a  new 
resort  opening  nearby 
in  April  2005,  and  he 
doesn't  want  Adelson's 
guests  clogging  up  his 
lots.  Second  round? 
Both  moguls  are 
building  casinos  in 
Chinese  gambling 
mecca  Macau. 

—Matthew  Miller 


TITLE 

NET  WORTH 
AGE 
CASINO 


ChairmSff_as  Vegas  San 
$1.8  billion  £ 


ChairmajfcWynn  Resorts  Ltd. 
$1.1  bill' 


EDUCATION 
HUMBLE  ROJ 


70 

The  Veneti*  1 
loflegeof  N 


i  an, 

$1.1  billion. 
^62 


City  Coflege 


Wynn  Las  Vegas  (under  construction) 
New  York  (dropout)  University  of  Pennsylvania 


Son  of  aiaxi  driver 


first  job        ^N**JPaperbdy  in  Boston 

FIRST  FORTUNE  ^COlftaex 


Creating  Vegas'  convention 
and  all-suites  businesses 

Making  political  donations 
to  the  Republican  Party 

Made  the  Venetian  the  first 
other  achievements  nonunion  Strip  hotel 


KNOWN  FOR 


HOBBIES 


Son  of  a  bingo  parlor  operator 

Slots  and  keno  manager,  Frontier  Hotel 

Golden  Nugget 

Creating  theme  resorts 
like  the  Mirage  and  Bellagio 

Collecting  impressionist  art 


Brought  Cirque  du  Soleil 
to  Vegas 
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COMPANIES  THAT  WERE 
JUST  IDEAS  YESTERDAY 
RUN  SAP 


What  if  you're  onto  something  big,  but  aren't  big  yet?  Start  with  SAP"  solutions  for  small  and  midsize  companies. 
Solutions  designed  to  fit  any  size  business  —  and  any  size  budget.  And  because  they're  built  with  expansion  in 
mind,  they  won't  just  help  you  grow,  they  will  grow  with  you.  Visit  sap.com/ideas  or  call  800  880  1727,  because 
we  have  a  few  big  ideas  of  our  o\\  n. 


PSST ...  WANT  SOME 
WISCONSIN  GINSENG? 

Pirates  in  China  rip  off  so  much  intellectual  property— movies, 
CDs,  software— that  it's  hardly  a  surprise  when  a  new  target 
surfaces.  But  ginseng?  Turns  out  some  Chinese  consumers 
would  rather  eat  ginseng  grown  in  Wisconsin  than  their  own. 

Asians  have  long  revered  ginseng  as  a  source  of  energy— 
the  two  Chinese  characters  for  ginseng  mean  "man  and  root." 
They  boil  it  with  chicken  soup,  steam  it  with  rice  and  even 
chew  on  ginseng  slices  for  a  pick-me-up. 

Entrepreneurs  from  America's  cheese  land  have  managed 
to  export  the  stuff  to  China  and  elsewhere  for  more  than  a 
hundred  years.  Working  through  the  farmer-supported 
Ginseng  Board  of  Wisconsin,  buyers  that  pay  $200  a  year  can 
use  the  board's  seal  on  packaging.  Wisconsin  ginseng  has  a 
bitter  taste  that  devotees  believe  imparts  potency— and  ap- 
parently has  impressed  even  the  Chinese.  Pirates  in  China  are 
slapping  the  board's  seal  on  locally  grown  roots.  During  a  trip 
to  China,  board  representatives  say  they  found  eight  examples 
■■MMBBHBBiM  of  unauthorized  use  of  their  logo. 


"We  know  that  one,"  says  Merle  Weege, 
as  he  picks  up  a  cereal-size  box  of  ginseng 
lozenges  from  a  shelf  at  a  Shanghai  conve- 
nience store  in  March.  On  the  lower  left 
side  of  the  package  there's  a  U.S.  flag  and 
the  seal  of  the  Ginseng  Board  of  Wisconsin. 
The  seller,  however,  isn't  registered  with  the 
board,  says  Weege,  who  grows  two  acres 
of  ginseng  on  his  farm  in  Wausau.  The 
packaging  boldly  warns  customers  not  to  infringe  on  the 
supplier's  trademarks.  Never  mind  that  it  is  ripping  off 
Wisconsin's. 

This  is  not  amusing  to  Wisconsin's  ginseng  farmers, 
whose  annual  crop  has  shrunk  by  80%  to  about  half  a  million 
pounds  in  the  past  decade  (7%  of  global  production).  The 
blame  goes  to  competition  from  Canada,  which  subsidizes  gin- 
seng production.  Wisconsin's  exports  last  year  were  worth 
about  $10  million. 

Weege  sees  a  silver  lining  in  his  firsthand  look  at  piracy  in 
China:  At  least  Wisconsin's  goods  are  valued  there.  Now  he 
wants  to  sell  more  genuine  products,  at  a  premium  price.  "We 
haven't  begun  to  fill  tbe  void  in  the  market,"  he  says. 

—Russell  Flannery 


The  chairman 
of  Pierre  Foods 
seemed  to  have 
trouble  distinguishing 
between  pork  and  a   /  i 

& 
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pork  barrel.  His 
bondholders  did  not 


1 

Au  Contraire,  Pierre  - 

WHEN  CHAIRMAN  JAMES  RICHARDSON  TOOK  PIERRE 
Foods  private  two  years  ago,  he  no  longer  had  to 
worry  about  nosy  shareholders.  What  he  appar- 
ently didn't  reckon  on  was  bondholders  who  might 
get  very  fussy  about  their  collateral. 

The  Cincinnati-based  Pierre  sells  pork  and  other  prepack- 
aged food  to  schools  and  convenience  stores.  It  had  $275  mil- 
lion in  sales  last  year.  Just  before  Pierre  Foods  went  private  in 
a  $15  million  management  buyout  in  2002,  Moody's  down- 
graded its  $115  million  of  bond  debt.  Moody's  worried  that 
"transparency  could  diminish  following  Pierre's  o-t-c  delist- 
ing" and  cited  a  habit  at  Pierre  of  insider  self-dealing. 

Pierre,  for  example,  bought  $340,000  worth  of  pork  prod- 
ucts from  supplier  Mom  'n'  Pop's,  a  company  owned  by 
Richardson.  It  paid  $600,000  to  another  Richardson  venture, 
Compass  Outfitters,  for  creating  "team-building  opportuni- 
ties" for  Pierre  employees.  Pierre  had  also  agreed  to  pay  $7.6 
million  to  Columbia  Hill  Aviation  for  a  four-year  lease  on  a 
private  jet.  Columbia  Hill  is  owned  by  PF  Management,  which 
is  controlled  by  Richardson. 

These  deals  didn't  sit  well  with  bondholders,  who  threat- 
ened to  declare  the  company  in  default  even  though  it  had 
never  missed  an  interest  payment  and  is  nowhere  near  bank- 
ruptcy. "Those  transactions  held  down  profits,"  says  Andrew 
Rahl,  a  bankruptcy  attorney  who  represents  bondholders  who 
hold  $50  million.  "The  investors  demanded  better." 

Pierre  and  its  bondholders  argued  for  a  year  and  a  half 
before  the  bondholders  declared  victory  in  March.  Pierre 
agreed  to  pay  them  $3.4  million  for  their  troubles,  increased 
by  1 .75%  the  coupons  on  "the  bonds  and  gave  holders  the  right 
to  demand  full  repayment  in  March  2005.  Additionally,  bond- 
holders can  now  lay  claim  to  company  assets  in  a  bankruptcy. 

Pierre  declines  comment,  but  in  its  last  SEC  filing  said  it 
saw  nothing  wrong  with  the  transactions.  Still,  Pierre  also 
agreed  to  terminate  the  deals  with  Richardson.  The  market 
approves:  Pierre's  bonds  are  now  trading  around  face  value, 
up  from  as  low  as  35  cents  on  the  dollar.  F 


Gladiator  school  vs. 
modern  corporate  training. 

It's  a  question  of  assessing  results,  really.  In  ancient  Rome,  gladiators 
trained  professionally  for  years  at  the  Ludus  Gladiatorius.  Then  they  were 
evaluated.  There  wasn't  a  lot  of  gray  area  —  either  Antonius  kills  the  lion, 
or,  well,  Antonius  is  lunch. 

Now,  corporate  training:  it's  much  more  complicated.  Can  you  really 
know  what  the  chunk  of  payroll  you  invest  in  learning  accomplishes? 
There  is  no  "lion  test."  But  the  consequences  can  still  be  dire.  Especially 
if  your  learning  objectives  aren't  quite  aligned  with  your  strategy. 

In  an  on  demand  world,  you  need  to  think  quickly.  Adapt  fast.  It's  not 
about  teaching  one  thing.  It's  about  enabling  people.  Putting  real-time 
information  at  hand.  Making  better  decisions.  Do  that,  and  your  returns 
become  clear:  A  market  change  reveals  the  benefits  of  learning. 
Education  pays  off. 

The  lesson?  In  any  arena,  training  has  one  purpose:  Results. 

On  demand  business  starts  with  on  demand  thinking. 

IBM  has  over  3,000  learning  practitioners  who  can  work  with  you  from 
design  to  development  to  deployment.  So  your  training  goals  are  in  sync 
with  your  strategic  goals.  And  your  people,  business  processes  and  IT 
are  in  lockstep.  On  demand  business.  Get  there  with  on  demand  people. 
Call  800  IBM  7080  (ask  for  thinking)  or  visit  ibm.com/services/thinking 

Can  you  see  it? 


i  the  IBM  logo  are  trademarks  or  registered  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  ©2003  IBM  Corp.  All  rights  reserved. 


Marriott 


|  F  YOU  WANT  WARM  AND  CUDDLY 
I  treatment  from  Marriott,  register  as 
I  a  guest.  Laurence  Geller,  the  restive 
I  owner  of  the  opulent  Ritz-Carlton 
I  Laguna  Niguel,  found  that  out  the 
I  hard  way.  Geller  had  a  raft  of  com- 
I  plaints  about  Marriott  International, 
MM  which  owns  the  Ritz  name  and  op- 
erates his  hotel  for  around  $4  million 
yearly.  He  was  tired  of  Marriott's  high  fees, 
its  secrecy  about  the  hotel's  finances  and 
its  foot-dragging  on  a  renovation. 

Marriott's  response?  It  began  develop- 
ing a  Ritz  clone  just  three  miles  up  the  Cal- 
ifornia coast.  This  262-room  hotel  com- 
petes head-on  with  Geller's  Ritz,  even 
copying,  Geller  says,  his  Ritz's  silver-white 
Italian  marble  bathrooms.  An  apoplectic 
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Geller  sued  for  damages  from  lost  book- 
ings and  unfair  business  practices  in  a  Los 
Angeles  court  two  years  ago.  The  case  is 
pending.  Meanwhile,  he's  stuck  with  16 
years  to  run  on  his  Marriott  contract  in  La- 
guna Niguel. 

Two  Marriott  luxury  hotels  so  close  to- 
gether. Isn't  cannibalizing  a  risk?  Not  to 
Marriott.  The  company  makes  its  money 
mainly  from  fee  income.  Managing  two 
hotels  on  a  prime  stretch  of  Pacific  coast- 
line would  increase  Marriott's  bottom  line 
even  if  neither  property  made  money  for 
the  owners.  That's  the  beauty  of  being  a 
hotel  franchisor  or  operator,  which  Mar- 
riott is,  rather  than  an  owner  of  hotel  build- 
ings, which  Geller  is. 

Marriott's  outwardly  genial  chairman, 


white-haired  J.W.  (Bill)  Marriott  Jr.,  look: 
on  Geller's  lawsuit  with  princely  sangfroid 
He  argues  he  resolved  the  conflict  by  selling 
the  new  Laguna  hotel  to  an  independent 
"We're  going  to  fight,"  says  Marriott,  72. 
"We're  not  going  to  give  in." 

Populated  by  hard-nosed  executives 
Marriott  has  become  the  industry  leadei 
by  obsessively  whipping  its  troops  intc 
line — not  just  employees,  but  hotel  own- 
ers— while  pampering  loyal  customer.' 
and  winning  bookings  away  from  rivals 
The  hotel  behemoth  has  exploited  its  size 
advantage  as  ruthlessly  as  a  Microsoft  01 
a  Wal-Mart.  That  has  allowed  Marriott  tc 
recover  nicely  during  the  lodging  down- 
turn of  the  past  three  years,  while  it; 
rivals  floundered. 


The  most  important  financial  tool  of  all  is  trust. 

Every  client  wants  something  different  from  their  financial  advisor,  except  when 
comes  to  integrity.  To  see  why  our  client  relationships  last  for  generations,  we  invite  you 
to  call  William  A.  Flemer  at  212.408.7705.  Or  visit  us  at  www.bankofny.com/integrity. 


The  Bank  of  New  York 


Private  Client  Services 

Since  1784 


Private  Banking   Asset  Management   Trust  ft  Estate  Services   Financial  Planning 


Marriott 


Owner  Laurence  Geller  says  Marriott 
hosed  him,  putting  another  hotel  nearby, 

Hotel  owners  with  Marriott  flags  on 
their  buildings  pay  the  industry's  highest 
fees  and  put  up  with  the  company's  re- 
luctance to  disclose  operating  costs,  its  use 
of  Marriott-controlled  suppliers  who  al- 
legedly cut  owners  out  of  purchase  rebates 
and  its  cavalier  willingness  to  plunk  an- 
other Marriott  nearby.  The  vast  majority 
take  their  lumps  because  they  do  better 
under  Marriott's  aegis  than  they  would 
under  anyone  else's. 

You  don't  like  the  terms?  A  hundred 
hotel  owners  are  aching  to  take  your  place. 

Dissident  owners  who  want  better 
treatment  get  swatted  down.  Six  of  ten 
owner  lawsuits  brought  in  the  last  four 
years  were  settled  or  dismissed,  and  Mar- 
riott has  intimidated  many  other  owners 
from  squawking.  "We  haven't  lost  any  yet," 
crows  Bill  Marriott.  But  the  lodging  leader 
faces  serious  challenges  from  Geller,  who 
has  three  Marriott  properties,  and  from  an- 
other owner,  Hong  Kong  developer  Henry 
Cheng  Kar-shun,  who  holds  65  hotels, 
most  bearing  Marriott's  Renaissance 
nameplate.  In  their  separate  suits  the  two 
owners  argue  that  Marriott  has,  much  like 
a  stockbroker,  a  "fiduciary  duty"  to  them. 
Thus  it  should  manage  a  hotel's  finances 
to  get  the  owner  the  best  deals  available  on 
the  open  market.  Starwood  Hotels  &  Re- 
sorts (Sheraton,  St.  Regis,  Westin)  has  lost 
a  legal  battle  on  similar  grounds.  Hilton 


Hotels  (Hilton,  Doubletree, 
Embassy  Suites)  and  Mar- 
riott have  not. 

With  their  deep  pockets 
and  angry  determination 
Geller  and  Cheng  show 
every  sign  of  staying  the 
course  against  juggernaut 
Marriott.  K.C.  McDaniel,  a 
lawyer  with  New  York  law 
firm  Katten  Muchin  Zavis 
Rosenman  who  represents 
an  owner  in  a  case  against 
Marriott,  says  a  Cheng  or 
Geller  victory  would  "have 
a  domino  effect"  that  would 
thwart  Marriott's  ability  to 
strong-arm  owners. 

Insiders  at  the  Bethesda, 
Md.-based  company  make 
no  apologies  for  their 
tough-guy  approach.  "It's  in 
our  roots,"  says  Chairman  Marriott.  "My 
father  was  a  fighter  and  a  very  tough 
businessman." 

Bill  Marriott,  with  his  laid-back  man- 
ner and  gende  handshake,  wields  an  iron 
hand  inside  the  bellhop's  velvet  glove. 
Hardly  an  imperious  presence,  he  stands  5 
foot  9  and  gives  orders  couched  in  mild 
anecdotes  about  what  his  father  would  have 
wanted — namely,  be  a  stickler  for  perfec- 
tion and  don't  let  anyone  get  in  the  way. 

Bill's  dad,  J.  WiUard  Mar- 
riott, who  founded  the  com- 
pany in  1927  as  a  root  beer 
stand  in  Washington,  D.C., 
had  an  exacting,  ever-dissat- 
isfied manner  that  pervades 
the  outfit  to  this  day.  Bill 
Marriott  recalls  how  the  can- 
tankerous patriarch's  last 
words  before  he  died  in  1985 
were  to  gripe  about  the  qual- 
ity of  corn  on  the  cob  at  din- 
ner that  night:  "We  need  bet- 
ter corn  around  here." 

Marriott  dominates  the 
lodging  arena  for  one  simple 
reason:  It  is  fiendishly  good 
at  running  a  full-service 
hotel.  That's  a  sizable 
hostelry  with  restaurants, 
room  service,  lobby  shops 


from  a  boutique  hotel  of  the  sort  Ian 
Schrager  has  made  famous  or  a  motel 
you'd  find  near  an  interstate.  And  despite 
all  the  grousing,  Marriott  has  little  trouble 
signing  up  hotel  owners.  It  controls  490,000 
rooms  worldwide.  It  owns  a  tiny  fraction 
(0.3%)  itself.  Half  the  remainder  it  fran- 
chises, meaning  that  it  takes  5%  to  6%  of 
revenues  in  return  for  the  use  of  its  name, 
the  extra  for  the  reservation  system.  The 
other  half  it  operates,  meaning  that  the  help 
is  on  the  Marriott  payroll.  As  the  operator 
it  takes  roughly  65%  of  revenue  to  cover 
payroll,  utilities,  insurance,  supplies  and 
health  insurance,  leaving  29%  to  the  build- 
ing owner  for  supplying  the  capital  (and 
paying  the  property  tax)  plus  any  profit. 

Of  the  2.1  million  full-service  hotel 
rooms  in  the  U.S.  operating  under  an  es- 
tablished brand  (not  single  proprietorships, 
a  la  Fawlty  Towers),  17%  are  Marriott- 
affiliated.  Marriott's  374,000  U.S.  room 
count  beats  Hilton's  329,000  and  dwarfs 
Starwood's  152,000.  In  some  markets  Mar- 
riott controls  one-third  of  available  rooms. 

The  devoutiy  Mormon  Marriott  family 
owns  20%  of  the  lodging  giant,  and  John 
W.  Marriott  III,  42,  Bill's  son,  oversees  mar- 
keting and  U.S.  hotel  operations.  Nepotism 
goes  only  so  far,  and  no  clear  successor  to 
old  Bill  has  emerged  to  date.  The  com- 
pany's hierarchy  is  replete  with  tough  hired 
hands  like  Simon  Cooper,  head  of  the  Ritz- 


and  bellhops,  as  distinct 


Deep-pocketed  Henry  Cheng,  who  is  suing, 
won't  be  easily  rolled,  as  were  other  owners. 
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SCOTLAND  HAS  ALWAYS  LAID  CLAIM  TO  WHAT  |S 
N0W  ONE  OF  THE  MOST  SOUGHT-AFTER  COMMODITIES 
IN  THE  WORLD  OF  FINANCIAL  SERVICES: 

BRUTAL  HONESTY. 


Now  more  than  ever,  candor  is  a 
critical  asset  in  every  financial  partnership. 
But  in  Scotland,  honesty 
isn't  a  new  policy.  It's 
a  centuries-old  tradition. 
We  balance  financial 
acumen  and  absolute 
integrity.  Free  thinking  and 
blunt  sincerity.  The  result? 
An  innovative,  inquisitive  and 
brutally  honest  lot  working 
to  improve  on  everything  around  them. 

This  environment  brought  about  the 
basis  for  modern  banking.  The  Bank  of 
Scotland.  The  first  pound  note.  Even 
Adam  Smith,  the  father  of  economics, 
hailed  from  the  land  of  golf  and  glens. 


economics.  He  asserted  the  world  would 
be  successful  if  countries  pursued  what  they 
did  best  and  shared 
openly.  Today,  this 
is  the  motivating  sentiment  behind  Scottish 
Development  International,  helping  financial 


www.scotsinnovate .  com/finance 
+44  141  228  2828 


services  companies  worldwide  set  up 


operations  here  or  access  the  astute 


sensibility  of  our  financial 


companies  and  universities. 


Scotland  is  a  port  in 


the  storm  for  businesses 


that  are  trying  to  balance 


good  returns  with  corporate 


stability.  Thanks  to  our 


highly  skilled  workforce  and 


global  connectivity  through 


world-class  telecommunications. 


Call  or  visit  our  Web  site  for  a  frank  (yet 


inspired)  account  of  our 


business  environment. 


And  experience  a  natural  resource  with  unlimited 


value  in  today's  market.  Brutal  honesty. 


©  2003  Scottish  Development  International  (SDI).  This  ad  is  distributed  by  Mullen  on  behalf  of  SDL  Additional  information  is  available  at  the  Department  of  Justice,  Washington,  D  C. 


Marriott 


Lords  of  Lodging 

Three  big  systems  dominate  U.S. 
hotel  chain  revenues.  Marriott  is  far 
and  away  the  industry's  leader. 


Sources:  Smith  Travel  Research-  company  filings; 
Forbes.  Does  not  include  economy  hotels. 


Carlton  division,  which  has  been  particu- 
larly hard-charging  in  expanding  its  roster. 

Since  Cooper  took  the  helm  at  Ritz  in 
2001,  he  has  overseen  a  50%  increase  in  its 
hotel  count,  to  60.  Seven  Ritzes  are  now  in 
Florida,  including  two  in  tony  Naples  and 
three  in  Miami.  Cooper  admits  to  hearing 
gripes  from  Ritz  owners  about  the  crowd- 
ing. He  politely  tells  them  to  shove  it. 

A  son  of  Savile  Row  tailors,  6-foot-3 
Cooper,  58,  has  a  stern  bearing  and  a  stare 
that,  when  he  starts  to  speak,  commands 
others'  meek  silence.  "I  make  no  apolo- 
gies," he  says  of  Florida,  "that  we  happened 
to  add  inventory  to  the  number  one  leisure 
market  in  the  U.S." 

The  Marriott  name  commands  a  pre- 
mium. Its  franchise  fees  run  about  a  point 
higher  than  the  fees  at  Hilton  and  Star- 
wood. Any  hotel  owner  trying  to  drive  a 
cut-rate  deal  at  Marriott  is  wasting  his  time. 
Says  Marriott  new-development  chief 
James  Sullivan:  "We  walk  away." 

The  real  flashpoint  with  owners  is  the 
passing-through  of  costs  in  operator  con- 
tracts, like  the  one  Geller  has.  The  unhappy 
hotel  owners  contend  that  Marriott  doesn't 
pass  along  rebates  it  wins  by  dint  of  its  huge 
purchase  orders  from  Marriott-controlled 
suppliers,  particularly  one  called  Avendra 
(50%  owned  by  Marriott)  that  furnishes 
them  with  everything  from  towels  to  green 
beans.  The  owners  complain  also  of  being 
overbilled  by  Marriott  for  things  like  mar- 
keting and  restaurant-concept  research. 

Owner  Cheng,  who  quit  the  Marriott 
board  just  before  filing  his  2002  suit,  ac- 


cuses Marriott  of  padding  his  $48  million 
operating  cost  tab  and  keeping  the  differ- 
ence. Key  to  his  argument  is  a  comparison 
of  what  he  paid  to  the  Renaissance  chain 
before  Marriott  acquired  it  in  1997  and  the 
steadily  escalating  tab  after.  Cheng  says 
Marriott  garnered  $137,000  in  2000  and 
$394,000  in  2001  for  a  restaurant  concept 
research-and-development  program  called 
the  "Renaissance  Street  Restaurant  and  Bar 
Program."  He  claims  Marriott  charged 
$2.6  million — a  200%  markup — for 
audiovisual  services  from  a  supplier  called 
Mollov  r orp.,  which  rebated  $17  million 
to  Marriott.  Cheng  also  contends  that  Mar- 
riott's rebates  from  affiliate  Avendra  vio- 
late the  Robinson-Patman  Act,  a  1936  anti- 
trust statute  that  banned  wholesalers  of 
commodity  goods  from  offering  discount 
pricing  to  preferred  retailers. 

For  now  Marriott  has  succeeded  in 
putting  off  the  court  fight  with  Cheng  over 
the  20  domestic  Renaissance  hotels.  It 
forced  him  into  arbitration  regarding  his 
45  overseas  hotels,  which  weren't  included 
in  the  lawsuit  filed  in  Delaware.  But  a  fed- 
eral judge  there  ruled  that  if  the  arbitration 
fails,  then  Cheng's  lawsuit  will  go  forward. 
Marriott  has  said  the  suit  has  no  merit. 

Marriott  certainly  makes  a  wily  oppo- 
nent. Just  ask  Boston  owner  John  J.  Flatley, 
who  in  2002  complained  to  the  company 
that  the  manager  of  his  464-room  hotel  re- 
fused Flatley's  request  to  shut  down  un- 
used floors  to  save  on  upkeep  and  wouldn't 
deal  with  a  Marriott  employee  who  had 
been  convicted  of  drug  dealing  and  admit- 
ted to  keeping  a  pistol  in  a  locker  in  the 
hotel  health  club.  Flatley  also  chafed  at  the 
high  operating  expenses  that  Marriott 
passed  along.  After  threatening  to  sue,  Flat- 
ley  met  with  Marriott  exei  utive  Sullivan, 
known  as  a  tough  negotiator.  "I  wouldn't 
say  'tough.'  I'd  say  'good,' "  Sullivan  says. 

Either  way,  Sullivan  heard  out  Flatley 
and  promised  to  meet  with  him  again  in 
two  weeks.  The  day  before  the  second 
meeting  Marriott  surprised  Flatley  with  a 
preemptive  strike,  a  suit  seeking  damages 
from  him  for  trying  to  break  his  contract. 
Flatley  denied  that  and  spent  $i  million 
fighting  the  action  until  he  and  Marriott 
reached  an  undisclosed  settlement.  Sulli- 
van won't  discuss  the  case.  His  dealings 
with  owners  are  usually  productive  for 


both  sides,  he  insists,  although  "I  have  a] 
real  problem  with  people  who  say,  'Give 
me  the  benefit  of  your  flag  and  I'll  keep  you 
here  for  20  years,'  then  tell  me  later,  'Oh 
but  that's  what  I  said  on  Monday.'" 

Marriott's  lawyers  aren't  retiring  types, 
either.  When  Los  Angeles  consultant 
Robert  Patterson  represented  a  Florida 
owner,  Marriott  hit  him  with  a  suit  charg- 
ing he  was  using  information  from  a  pre- 
vious case  where  he  had  signed  a  confi- 
dentiality agreement.  While  Patterson 
argued  this  wasn't  true,  Marriott  cowed 
him,  he  says.  Now  he  feels  he  must  disclose 
to  potential  clients  that  Marriott  sued  him. 
"It  has  cost  me  some  accounts,"  he  says. 

If  Cheng  and  Geller  are  accurately  por- 
traying Marriott  as  Vlad  the  Impaler,  it  is 
significant  that  the  company  can  boast  that 
55%  of  Marriott  owners  say  that  they  want 
the  lodging  giant  to  manage  the  next  hotel 
they're  buying  or  building.  The  brand  or  the 
reservation  system  must  be  worth  plenty. 

John  A.  Griswold  is  president  of  CNL 
Hospitality,  a  private  real  estate  investment 
trust  in  Orlando  whose  1 36  properties  in- 
clude 70  managed  by  Marriott.  Weeks  after 
CNL  converted  a  487-room  Le  Meridien 
hotel  in  New  Orleans  into  a  JW  Marriott 
(one  of  the  prime  Marriott  brands),  its  oc 
cupancy  nearly  doubled.  "Even  before  you 


By  the  Numbers 


cor: 


EvJT 


Money  Goes 


Marriott  hotel  revenues 

management  fee 
(to  Marriott). 

incentive  fee 
(to  Marriott). 


operating  costs 
(to  pay  for  health  insurance,  electric- 
ity, food,  linens,  salaries,  etc.). 

/ner's  share 
(to  pay  for  fire  and  damage 
insurance,  mortgage,  property  taxes; 
remainder  is  profit). 


r 
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AVAyA 


a  higher  plane 
of  communication 


WHEN  TAKING  YOUR  COMPANY  on  the 
P  telephony  road,  the  right  traveling 
companion  is  essential.  Avaya  Global 
Services  will  not  only  get  you  going  in  the 
right  direction,  but  we'll  guide  you  the 
whole  way.  For  starters,  we  develop  a 
comprehensive  network  plan  that  includes 


a  multivendor,  multitechnology  IP  readiness 
assessment.  This  tells  us  what  we  need  to 
know  to  help  you  avoid  surprises  during 
implementation  and  maximize  security. 
We'll  get  you  up  and  running  easily  and 
seamlessly.  And  you  can  continue  to  count 
on  Avaya  Global  Services  to  manage  and 


constantly  monitor  your  entire  network, 
using  EXPERT  Systems5"  Diagnostic 
Tools,  for  example,  that  remotely  resolve 
96%  of  all  system  alarms*  Go  with  Avaya, 
and  your  competitors  will  be  eating  your 
dust.  Visit  www.avaya.com/sidecar  or 
call  866-GO  AVAYA. 


I  P  Te I e  p  h  o  n  y 


Contact  Centers 


Unified  Communication 


Services 


With 


AVAYA  GLOBAL  SERVICES 

at  your  &ide,  migration  to  IP  telephony  ean  be  a 

SMOOOOTH  RIDE. 


s  on  Avaya  DEFINITY  <tt  Systems  and  later  releases  ot  Avaya  telephony  softwaro.P.)  2004,  Avaya  Inr  All  Rights  Reserved.  Avaya,  the  Avaya  Lorjo,  and  all  trademarks 
sd  by  Q>  or  ™  are  trademarks  of  Avaya  Inc.  and  may  he  registered  In  certain  jurisdiction*  All  other  trademarks  are  the  property  ot  their  respective  owners. 
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Marriott 


Kris  Gagliardi,  a  typical  Marriott  go-getter,  hustles  to  sign  up  conferences 


make  any  changes  to  the  building,"  Gris- 
wold  man/els,  "you  get  this  huge  increase." 

Put  a  Marriott  flag  over  the  entrance  to 
a  roomy  full-service  hotel  and  on  average 
your  sales  will  be  13%  higher  than  had  you 
chosen  a  comparable  brand  like  Double- 
tree, according  to  figures  from  Smith  Travel 
Research.  Almost  all  Marriott's  smaller  sub- 
sidiaries, whether  the  swanky  Ritz-Carlton 
or  the  affordable  Residence  Inn,  outsell  the 
competition  (in  revenue  per  available 
room)  by  10%  to  30%. 


Capitalizing  on  its  reputation  for  deliv- 
ering the  guests,  Marriott  has  added  30,000 
rooms  to  its  system  each  year,  three  times 
as  many  as  Hilton  and  Starwood  combined. 
Last  year  one-third  of  Marriott's  new  rooms 
were  conversions  from  other  brands. 

The  truly  remarkable  thing  about  Mar- 
riott is  how  well  it  has  weathered  the  eco- 
nomic downturn  and  post-Sept.  1 1  travel 
fears.  All  hotel  chains  fell  hard  in  200 1 .  The 
difference  is  that  Marriott  has  recovered 
nicely.  Hilton's  and  Starwood's  revenues 


have  continued  to  drop; 
Marriott  has  gained  sales 
every  year  since  2001  and  is 
almost  back  to  the  peak-year 
level  in  2000.  Revenue  per 
available  room  is  $69  a  night 
at  Marriott  versus  the  indus- 
try's $49.  Net  income  per 
share  last  year  at  both  Hilton 
and  Starwood  was  down  at 
least  45%  from  2000;  at 
Marriott  it  was  (not  count- 
ing capital  gains  from  asset 
sales)  down  only  3%.  Smith 
Barney  analyst  Michael  Riet- 
brock  conservatively  pro- 
jected an  1 1%  improvement 
in  Marriott's  net  in  the  first 
quarter  and  1 2%  growth,  to 
$2.12  a  share,  in  2004. 

One  thing  helping  Mar- 
riott International's  bottom 
line  is  the  company's  owning 
only  a  sliver  of  real  estate.  In 
1993  it  spun  off  the  buildings 
it  owned  and  much  of  the 
debt  into  a  REIT  called  Host 
Marriott,  led  by  Bill's 
younger  brother,  Richard.  In 
contrast,  Hilton  and  Star- 
wood each  hold  30%  of  the 
full-service  rooms  under 
their  flags.  As  a  fee-gatherer, 
Marriott  International  is  less 
damaged  by  empty  rooms 
than  an  owner  with  a  mort- 
gage to  pay.  Host  Marriott 
isn't  doing  so  well,  suspend- 
ing dividends  in  200 1 . 

A  second  innovation  that 
has  fueled  Marriott's  rise  is 
the  rewards  program 
launched  in  1983,  a  sort  of 
frequent  flier  deal  that  many  others  have 
copied.  Marriott's  version  remains  the  best, 
with  the  deepest  rate  discounts  and  the 
plushest  room  upgrades.  The  company  all 
but  scrapped  its  national  ad  campaign  to 
help  underwrite  the  rewards  effort. 

If  a  rewards-program  member's  check 
comes  to  $244,  then  $11  goes  to  Marriott  to 
feed  into  the  rewards  pool,  now  totaling 
$784  million.  Marriott  books  it  as  a  liabil- 
ity, one  that  costs  just  2.5%  to  service. 
That's  much  lower  than  the  10%  it  charges 
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SOMEONE  IN  H.R.  HAS  A 

DRUG  PROBLEM 


If  you  work  in  human  resources, 
you  know  that  if  an  employee  has  a 
problem,  it's  your  company's  problem, 
too.  Millions  of  parents  have  trouble 
talking  to  their  child  about  illegal 
drugs  —  or  what  to  do  about 
an  existing  problem.  Struggling 
with  this  can  make  it  hard  for 
employees  to  focus  on  meetings 
or  deadlines  at  work  —  or  even 


ffi 


SOCIETY  FOR 


RESOURCE 


is  a  free,  easy-to-implement  resource 
that  focuses  on  an  employee's  family 
by  providing  prevention  tips,  warning 
signs,  strategies,  and  information  on 
where  to  find  help. 

A  broad  range  of  small  and 
large  organizations  —  from  private 
businesses  to  government  agencies 
to  nonprofits  —  have  implemented 


management       the  @Work  program  and  have 
make  it  to  work.  Which  can  end  up         seen  what  it  can  do. 


seriously  affecting  your  company's 
bottom  line. 

But  you  can  help  them  —  and  keep 
your  company  running  smoothly.  How? 
By  providing  your  employees  with  the 
right  tools  to  help  them  keep  their 
kids  drug-free.  The  (qWork  program 


The  one  thing  they  all  have  in 
common?  The  shared  knowledge  that 
helping  to  keep  an  employee  s  family 
safe  is  —  without  a  doubt  —  one  of  the 
most  valuable  benefits  their  company 
can  ever  offer.  To  learn  more,  visit 
theantidnio.com/atwork 


WORK  I  theantidrug 


Marriott 


Looking  Out  for  Number  One 


Should  you  buy  stock  in  a  company  that,  like  Marriott 
International,  dominates  its  industry?  The  case 
against  investing  in  market  leaders  goes  like  this. 
Powerful  companies  get  complacent  and  staff-bloated,  like 
General  Motors  in  the  1960s  or  Xerox  in  the  1970s.  They 
have  too  much  invested  in  old  ways  of  doing  business  to  sec 
the  threat  from  new  ways,  like  mainframe-dependent  IBM  in 
the  1980s  or  film-addicted  Eastman  Kodak  in  the  1990s. 
They  become  prey  to  antitrust  attack,  losing  lawsuits  (Stan- 
dard Oil,  AT&T)  or  just  agreeing  to  be  less  feisty  (Microsoft). 

The  case  for  buying  market  leaders:  The  rich  get  richer. 
The  giant  can  strong-arm  suppliers  (Home  Depot),  snatch 


shelf  space  (Philip  Morris)  or  put  more  into  R&D  (Hewlett- 
Packard)  or  advertising  (Coca-Cola)  or  Web  page  design 
(Amazon)  than  the  competition.  With  size  come  economies 
of  scale  in  manufacturing  (Ford,  with  the  Model  T)  or  distrib- 
ution (Wal-Mart). 

Here  are  five  big  stocks  whose  returns  illustrate  the  case 
for  buying  the  leader.  Counterexamples  are  legion, 
especially  if  you  go  back  a  few  decades  (Kmart,  Kodak, 
International  Harvester).  We  show  annualized  stock  gains 
from  the  point  when  the  company  took  the  market  leading 
position  to  the  present,  versus  the  S&P  500  price  apprecia- 
tion for  the  same  period. 


*^&BP**0l0l*r    Wal-Mart.  Topped  Sears.  Roebuck 
■yyjll,* MA*^*     and  Kmart  in  1990  by  opening  discount 
■"""^USS!^^^^   stores  in  small  towns  where  those  two 
 is   didn't  stray.  Then  kept  using  heft  to  pres- 
sure suppliers  and  distributors  for  better  pricing  to  undersell 
the  competition.  Return:  18%.  S&P:  9%. 

Microsoft.  Surpassed  Lotus  in  PC  software  in  1987  by 
pouring  profits  from  MS-DOS  and  Win-  ^T^^l 
dows  into  Excel.  In  time  the  Lotus  Wi~~"m 
spreadsheet  1-2-3  became  a  relic.  MMBrlhMM 
Microsoft's  desktop  dominance  let  it 
crush  Netscape  in  Internet  browsers  and  Novell  in  e-mail 
software.  Return:  32%.  S&P:  8%. 


-Ionic  Depot.  With  its  introduction  of 
aw-cost  big-box  stores,  overtook  Lowe's  to 


become  leading  hardware  vendor  in  1990.  Is  pushing  into  ser- 
vices like  carpet  installation.  Recently  has  lost  some  ground  to 
Lowe's  resurgence,  though.  Return:  23%.  S&P:  9%. 

I   Philip  Morris.  Overtook  R.J.  Reynolds  in 
^Kti-L^^J   '383  with  manly  Marlboro  cigarettes  and  a 

ImB  teen-seducing  ad  campaign.  Reynolds  won  a 

HJolllHllkll  court  ruling  against  PM  for  using  its  muscle 
to  squeeze  Reynolds  off  the  shelf.  Renamed  Altria  last  year, 
company  outsells  Reynolds'  smokes  2-to-l.  Return:  16%. 


Nike.  Vanquished  Adidas  and  Reebok  in  1990 
to  become  world's  top  seller  in  footwear.  Deep 
discounts  to  shoe  chains  built  a  big  lead.  Celeb 
ties,  like  Air  Jordan  basketball  shoes  (after  Mid 
are  marketing  winners.  Return:  19%.  S&P: 


on  loans  to  owners.  If  the  owners  think 
that's  unfair,  tough. 

Another  key  to  the  company's  success  is 
an  attention  to  detail  reminiscent  of  Ray 
Kroc's  McDonald's.  It  has  a  66-item  check- 
list for  how  to  make  up  a  room.  Marriott 
last  year  began  rolling  out  a  system  called 
At  Your  Service  that  records  a  guest's  every 
little  desire.  If  you  want  a  foam  pillow  or 
are  irked  by  street  noise,  the  computer  re- 
members for  your  next  stay  at  that  hotel — 
and  soon,  anywhere  in  the  chain.  At  Mar- 
riott's new  358-room  hotel  overlooking 
Elliott  Bay  in  Seattle,  manager  Daniel 
Banchiu  has  trained  bartenders  to  quiz 
guests  about  their  stays  and  then  to  enter 
particular  cravings,  like  runnier  room-ser- 
vice eggs,  into  the  computer. 

Above  all,  what  really  distinguishes 
Marriott  is  a  zest  for  scouting  out  new 
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business.  Bill  Marriott  himself  frequently 
leads  the  charge.  This  winter  he  heard  his 
sales  force  was  failing  to  persuade  JetBlue 
Airways  to  drop  its  contract  for  a  block  of 
rooms  at  a  Hilton  near  the  airline's  newest 
terminus,  in  Sacramento,  Calif.,  and  sign 
up  with  a  nearby  Marriott  hotel  instead. 
The  contract  was  worth  $  1  million  a  year. 

Bill  Marriott  left  a  phone  message  for 
David  Neeleman,  JetBlue's  chief  executive, 
who  was  traveling  and  didn't  return  the 
call.  Marriott  kept  calling  Neeleman's  of- 
fice for  two  weeks,  until  he  got  the  younger 
man  on  the  line.  Now  JetBlue  pilots  and 
crew  stay  at  the  140-room  Courtyard  by 
Marriott  near  the  airport. 

Vacation  and  solo  business  trips  still 
lag,  but  conferences  less  so.  The  manager 
of  the  1,500-room  San  Francisco  Marriott 
had  an  idea:  Grab  "pharma  launches." 


After  getting  federal  approval  for  a  new 
drug,  its  maker  wants  to  huddle  quickly 
with  sales  reps  who  will  pitch  the  drug  to 
doctors,  distributors  and  academics. 

San  Francisco  manager  Kristine 
Gagliardi,  58,  a  former  conference  planner 
for  Walt  Disney  and  Hilton,  used  the 
pharma  stratagem  to  fill  the  gap  left  after 
the  Silicon  Valley  collapse,  a  tactic  Hilton 
then  adopted.  She  beat  out  Hilton  for  three 
pharma  launches  in  January,  including  one 
for  AstraZeneca's  bipolar  treatment  Sero- 
quel,  by  offering  to  revamp  her  hotel's  din- 
ing area  to  give  the  pill  party  more  space. 
"That  was  $3  million,"  she  says. 

Whether  through  superior  hustle  or 
Microsoft-style  muscle,  Marriott  has  ce- 
mented its  preeminence  in  an  ailing  in- 
dustry. Once  lodging  recovers,  Marriott 
ought  to  see  handsome  earnings  gains.  F 


Whether  it's  around  the  office  or  around  the  world,  Ricoh  gives  you  the  latest  technology  to  scan,  send  and  manage 
ideas  every  step  of  the  way.  Turn  your  inspiration  into  a  colorful  reality  with  Ricoh's  document  management  solutions. 

-*       .gjfc  How  well  do  you  share? 


www.ricoh.com/share 


Image  Communication 


Outmuscling  Wal-Mart 

Brazil's  biggest  retailer  thinks  local  to  quell  a  global  giant,  by  kerry  a.  dolan 


■  T'S  A  WEDNESDAY  MORNING  IN  A  RITZY  NEIGHBORHOOD 
1  in  Sao  Paulo,  Brazil,  and  at  the  Pao  de  Acucar  supermar- 
I  ket  trim  housewives  in  trendy  workout  gear  pore  over  a 
I  rich  selection  of  imported  Camembert  and  Gorgonzola 
1  cheeses.  Twenty  minutes  away,  in  a  grittier  part  of  town, 
%M  working-class  shoppers  at  CompreBem  Barateiro  grab  spe- 
cials like  an  1 1  -pound  bag  of  rice  for  $3.40  and  two  frozen  fish 
for  68  cents. 

Though  the  two  chains  cater  to  opposite  ends  of  Brazil's 
economy,  both  are  operated  by  the  country's  largest  retailer, 
Companhia  Brasileira  de  Distribui^ao  (CBD).  Controlled  by 


Brazil's  billionaire  Diniz  family,  CBD  has  weathered  many  a 
storm  since  its  founding  in  1948,  from  the  perpetually  turbulent 
Brazilian  economy  to  divisive  internal  squabbling.  Today  CBD 
faces  an  even  bigger  challenge:  Wal-Mart,  which  in  March  sud- 
denly expanded  its  presence  in  Brazil  fivefold  with  the  $300  mil- 
lion acquisition  of  1 1 8  stores  in  the  Northeast  region. 

Wal-Mart  came  to  town  in  1995  and  previously  had  just  25 
stores  and  less  than  $400  million  in  annual  sales,  says  research 
firm  Management  Ventures  of  Cambridge,  Mass.  Now  the  big 
U.S.  retailer  will  be  Brazil's  third-largest  chain  (trailing  only  CBD 
and  France's  Carrefour),  with  $1.6  billion  in  sales.  Even  then 
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Wal-Mart  is  only  half  the  size  of  CBD,  which  is  why  some  see  a 
buying  binge  that  has  barely  begun. 

CBD  is  "an  excellent  operator,"  says  Wal-Mart  Brazil  Presi- 
dent Vincent  Trius,  playing  nice.  And  like  CBD,  Wal-Mart  has 
struggled  in  this  volatile  market,  mounting  a  failed  joint  venture 
with  Lojas  Americanas  and  enduring  a  35%  drop  in  the  Brazil- 
ian currency,  the  real,  in  2002.  While  Wal-Mart's  new  Bompreco 
stores,  bought  from  Dutch  retailer  Ahold,  are  located  in  one  of 
the  poorer  parts  of  the  country,  the  Northeast,  CBD's  stronghold 
is  in  the  richer  Southeast,  where  72%  of  Brazil's  retail  dollars  are 
spent;  this  includes  a  lock  on  some 
of  the  best  real  estate  in  Sao  Paulo, 
the  wealthiest  state  in  Brazil. 

But  Trius  aims  to  expand  Wal- 
Mart  throughout  Brazil,  a  country 
of  182  million  people,  with  an 
economy  second  only  to  Mexico's 
in  Latin  America.  Outside  the  U.S. 
the  Bentonville  behemoth  has 
achieved  its  greatest  success  in  Mex- 
ico, the  U.K.  and  elsewhere  by  buy- 
ing big  chains.  It  still  has  $5.2  billion 
in  cash  to  fund  future  purchases. 

But  CBD's  chairman,  Abilio  Diniz,  67,  is 
unfazed.  "We  have  no  problems  competing 
with  Wal-Mart,"  he  says  dismissively.  "We 
are  Brazilians.  We  know  this  market."  He  has 
lived  and  breathed  Brazilian  retailing  his  en- 
tire life.  His  father,  Valentim  Diniz,  started 
the  family  business  with  a  Sao  Paulo  pastry 
shop  in  1948.  Eleven  years  later  Valentim 
tried  his  hand  at  supermarkets.  Abilio,  then 
22,  had  just  gotten  a  business  degree  at  a 
prestigious  Sao  Paulo  university,  and  he  de- 
cided to  forgo  an  M.B.A.  in  the  U.S.  to  help 
his  father. 

Together  father  and  son — and  a  few  sib- 
lings the  son  later  would  push  out  of  the 
business — expanded  the  firm  under  the 
banner  Pao  de  Acucar,  opening  supermar- 
kets and  acquiring  existing  chains  in  Brazil, 
Spain,  Africa  and  Portugal,  Valentim's  place  of  birth.  But  in  the 
1980s,  when  Abilio  backed  away  from  the  family  business  to 
work  on  national  monetary  policy,  his  siblings  unwisely  con- 
tinued the  diversification  into  car  sales,  travel  agencies  and 
restaurants. 

By  1989  CBD  had  549  stores  and  nearly  46,000  employees. 
Then  the  crises  began.  Abilio  was  kidnapped  and  held  for  seven 
days  in  December  1989;  the  police  eventually  rescued  him. 
Hyperinflation  and  high  interest  rates  embroiled  Brazil  a  year 
later,  and  CBD  teetered  on  the  edge  of  bankruptcy.  "It  was  the 
worst  moment.  Credit  was  difficult,  and  we  had  problems  with 
suppliers  not  delivering,"  Abilio  recalls.  To  survive,  he  laid  off 
10,700  workers  and  began  shutting  down  stores  and  dismantling 
the  nonretail  misadventures  his  siblings  had  overseen.  By  1994 


A  giant  beckons:  For  now  CBD's  Pao  de 
Acucar  markets  outnumber  Wal-Marts. 


CBD  had  exited  Portugal  and  shed  all  the  nonretail  businesses. 
Store  count  had  dropped  to  217,  less  than  half  what  it  was  in 
1989,  and  Abilio  had  grabbed  control  of  the  company.  He 
bought  out  his  three  siblings  after  a  four- year  struggle  by  hand- 
ing them  an  estimated  $300  million  in  real  estate  (most  of  it  the 
land  under  the  stores)  and  promissory  notes. 

CBD  has  shelled  out  nearly  half  a  billion  dollars  in  the  past 
seven  years  to  buy  20  smaller  competitors,  catapulting  past 
Carrefour  to  become  Brazil's  biggest  retailer.  Though  the  mar- 
gins remain  razor-thin — 2%  net  last  year — CBD's  497  stores 

generated  $3.7  billion  in  sales.  In 
1995  Abilio  took  CBD  public  (ADRs 
trade  on  the  New  York  Stock 
Exchange  and  are  up  39%  since 
January  2003). 

He  also  sent  his  supermarket 
chief,  Joao  Roberto  Tambasco,  on  a 
fact-finding  mission  to  the  U.S. 
and  Europe.  Tambasco  was  greatly 
impressed  by  the  gourmet  Dean  & 
DeLuca  stores  in  the  U.S.  and  by 
delicatessens  in  Italy.  He  incorpo- 
rated more  specialty  and  gourmet 
foods  to  set  Pao  de  Acucar  apart  from  other 
markets. 

Besides  the  high-end  Pao  de  Acucar 
markets  and  bargain-basement  CompreBem 
Barateiro  stores,  CBD  also  operates  70  Extra 
hypermarkets  and  55  Extra  Eletro  home 
appliance  and  electronics  stores.  Abilio 
brought  in  experts  in  distribution  and 
hypermarkets.  In  Sao  Paulo  State  the  com- 
pany has  four  specialized  distribution  cen- 
ters. One  handles  just  fish  and  seafood, 
another  just  flowers  and  plants.  With  guid- 
ance from  Jean  Duboc,  a  veteran  of  Car- 
refour's  hypermarket  division,  CBD  has 
reduced  construction  and  operating  costs  of 
its  hypermarkets  by  30%  since  2000  by  mak- 
ing simple  changes  like  renting  out  space  at 
store  entrances. 
Again  displaying  a  willingness  to  push  out  his  own  family, 
when  Abilio  stepped  down  as  chief  executive  last  year,  he 
moved  his  two  grown  children  working  in  the  company  out  of 
operating  positions  and  onto  the  board,  rather  than  handing 
them  the  keys.  Instead  he  handed  the  chief  executive  title  to 
Augusto  Cruz,  a  ten-year  veteran  of  CBD.  And  though  Abilio, 
whose  family  owns  a  49%  stake,  still  works  full  time  as  chair- 
man, with  breaks  to  lift  weights  at  lunch  and  play  squash  after 
work,  he  insists  his  role  has  changed:  "I  no  longer  give  orders. 
I  only  provide  ideas." 

But  he  is  decidedly  reticent  on  what  ideas  he  is  providing  to 
stave  off  an  invasion  by  Wal-Mart.  One  certainty:  They  had  bet- 
ter be  awfully  good  ones  if  CBD  is  to  survive  the  threat  of  those 
bullies  up  in  Arkansas.  F 
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Cybertheft 


THE  RING  OF  THE  PHONE  AT 
her  Laguna  Beach  house, 
near  Los  Angeles,  woke 
Denise  DeMan-Williams  at 
7:30  on  the  Saturday  of  the 
July  4th  long  weekend  in 
2003.  It  was  her  lawyer, 
telling  her  that  five  policemen  from  East 
Whiteland  Township,  Pa.  had  just  raided 
the  home  of  one  of  her  employees,  Dr. 
John  Goldener.  The  cops  searched  for 
four  hours  and  left  with  armfuls  of  docu- 
ments, electronic  equipment  and  CDs. 

DeMan-Williams,  who  runs  a  person- 
nel recruiting  firm,  Bench  International 
Search,  out  of  Beverly  Hills,  was  shocked 
and  angered  at  the  news  of  the  police 
raid,  but  assumed  it  was  nothing  more 
than  a  thuggish  tactic  from  a  courthouse 
opponent.  Goldener  was  being  sued  by 
his  former  employer,  James  Young,  owner 
of  Young  International  Group  in 
Malvern,  Pa.  Young  accused  him  of  steal- 


mate  their  firms  have  each  lost  $3  million 
in  stolen  data,  lost  business  and  legal  and 
computer-forensics  fees. 

Goldener  denies  the  allegations  in 
both  suits  and  is  suing  right  back  for 
defamation.  "I  have  nothing  of  DeeDee's 
or  Jim's,"  says  Goldener,  who  now  runs  a 
personnel  search  business  from  his  home. 

This  tangle  of  litigation,  with  accusa- 
tions of  sexual  harassment,  lies  and 
betrayal,  underscores  the  ethical  dilem- 
mas facing  any  company  with  a  PC  and  an 
Internet  connection.  How  much  access 
should  employees  have  to  computer  sys- 
tems, and  how  stringently  should 
employers  police  them? 

IT  managers  have  spent  billions  of 
dollars  on  software  firewalls  and  anti- 
virus and  intrusion-detection  systems,  all 
aimed  at  warding  off  the  classic  hacker, 
the  vandal  who  invades  over  a  phone  line. 
Have  they  paid  too  little  attention  to  the 
dangers  from  within?  Insider  network 


very  clear  what  the  expectation  of  privacy 
is,  which  in  most  cases  is  none,"  says 
Thomas  Fedorek,  senior  managing  direc- 
tor at  Citigate  Global  Intelligence  &  Secu- 
rity in  New  York  City. 

The  recruiters'  tale  of  woe  began  in 
1999  in  a  doctor's  office  in  Philadelphia's 
posh  Main  Line  suburbs.  When  Colleen 
Young  went  to  see  Dr.  Goldener,  the  fam- 
ily pediatrician  of  many  years,  they  chat- 
ted about  Colleen's  husband,  James 
Young,  a  pharmaceutical  and  health  care 
executive  recruiter.  The  doctor  bemoaned 
falling  insurance  reimbursements  and 
was  eager  to  make  a  career  change.  In 
April  2000  Young  hired  Goldener  to  help 
bring  in  new  clients  and  find  executives  to 
fill  job  slots. 

Goldener,  a  ruddy,  likable  glad- 
hander,  made  a  sharp  recruiter,  both 
execs  say.  Young  recalls  Goldener's  prac- 
tice of  visiting  nearly  every  one  of  his  co- 
workers in  their  offices  on  a  daily  basis. 


The  Insider 
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BY  CHANA  R. SCH0ENBERGER 


ing  trade  secrets  by  downloading  client 
contact  lists  from  the  company's  com- 
puter network.  Goldener  had  long  main- 
tained that  he  had  taken  nothing  with 
him  when  he  left.  DeMan-Williams 
believed  him. 

A  few  weeks  later  her  anger  turned 
toward  Goldener.  She  found  out,  she  says, 
that  he  had  the  entire  Young  database, 
right  down  to  the  company's  Christmas 
card  list.  Within  a  few  months,  according 
to  her  own  suit  against  him,  she  would 
discover  that  Goldener  had  also  copied 
chunks  of  the  Bench  database  and 
attempted  to  delete  the  files  to  cover  his 
tracks.  "It's  a  case  of  cybertheft,"  says 
DeMan-Williams.  "Everybody  here  feels 
raped."  She  and  rival  James  Young  esti- 


abuse  ranks  second  only  to  viruses, 
according  to  the  annual  Computer  Secu- 
rity Institute-FBI  survey.  Employees  often 
keep  duplicate  versions  of  sensitive  data 
on  their  PDAs,  BlackBerrys  and  home 
computers.  Of  the  companies  in  the  FBI 
study  that  reported  insider  abuse — and 
80%  did — one-third  didn't  even  know 
how  many  times  their  systems  had  been 
compromised.  Integrity,  not  ability  or  the 
fear  of  getting  caught,  is  all  that  separates 
a  conscientious  employee  from  a  thief. 

Employers,  in  turn,  have  raised  their 
spending  on  snoopware,  including  key- 
stroke-monitoring software  and  em- 
ployee access  logs,  from  $6  billion  in  2002 
to  $9  billion  this  year,  according  to  IDC. 
"We  recommend  that  companies  make  it 


But  early  on,  Young  had  questions  about 
the  doctor's  loyalty.  In  2001  he  was  ready 
to  promote  Goldener,  but  Goldener 
refused  to  extend  his  noncompete  agree- 
ment from  one  year  after  leaving  to  two 
years.  Young  held  Goldener  at  his  current 
level.  Goldener  says  he  declined  the  pro- 
motion because  it  came  with  a  less  favor- 
able commission  scale. 

Around  that  time  Young  started  to 
fret  about  the  security  of  his  database. 
Built  up  over  23  years  at  an  estimated  cost 
of  $1.5  million,  Young's  database  con- 
tained tens  of  thousands  of  contacts  and 
companies.  Records  included  resumes, 
salaries  and  often  sensitive  family  histo- 
ries, such  as  child-custody  issues.  The 
database  had  a  keystroke  logger  to  record 
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who  visited  and  what  exactly  they  saw, 
but  Young  wanted  a  higher  level  of  secu- 
rity. In  the  summer  of  2001  he  installed 
software  to  capture  every  key  touched,  in 
or  out  of  the  database,  in  a  tamper-proof 
encrypted  log  on  a  separate  server,  acces- 
sible only  to  Young. 

In  October  Young  was  reading 
through  the  logs  and  noticed  that  Gold- 
ener  had  accessed  and  printed  25  client 
reports  over  a  two-month  period.  There 
was  no  reason  for  him  to  care  about  those 
clients,  based  on  his  assignments,  says 
Young.  "I  confronted  him,  and  he  denied 
it,"  Young  says.  Goldener  said  that  he  reg- 
ularly printed  out  reports  to  work  from 
home.  Relations  soured  between  the  two 
men.  In  May  2002  Young  fired  Goldener. 

By  then,  the  doctor  was  already  plan- 
ning an  exit.  Goldener  had  approached  a 
Bench  staffer  at  a  neurology  conference  in 
March  2002,  looking  for  a  new  job.  In  his 
interview  with  DeMan-Williams  and  a 
deposition  as  a  defendant  in  the  Young 
lawsuit,  he  said  he  was  desperate  to  escape 
a  sleazy  office  environment  made  toxic 
with  sexual  chatter,  bullying  and  oft- 
repeated  stories  about  all-night  debauch- 
ery. (Young  says  that  characterization  is 
false;  DeMan-Williams  says  she  naively 
never  checked  out  Goldener's  story.) 

Bench  hired  Goldener  that  June  and 
gave  him  full  access  to  its  25,000-candi- 
date  database.  The  20-employee  company 
was  on  track  to  do  $6.4  million  in  rev- 
enue for  2002,  the  same  as  the  previous 
year.  Goldener,  though  he  was  commut- 
ing every  week  or  so  from 
Philadelphia,  seemed  to  fit  right 
in.  DeMan-Williams  even 
bought  a  Culver  City,  Calif, 
condo  for  him  to  use. 

In  April  2003  DeMan- 
Williams  was  unexpectedly  hit 
with  a  lawsuit  from  Young, 
accusing  Bench  and  Goldener 
of  breaching  the  doctor's  non- 
compete, citing,  among  other 
accusations,  Goldener's  use  of 
Young's  data  to  benefit  a  rival. 

After  filing  his  lawsuit, 
Young  had  his  IT  staffers  comb 
through  the  computer  logs, 
looking  for  unauthorized  net- 
work access  incidents  they  had 


missed  before.  They  found,  Young  says, 
that  on  the  weekend  of  Feb.  23,  2002 
Goldener  had  come  into  the  deserted 
office,  downloaded  the  entire  database 
into  Excel  spreadsheets  and  copied  the 
files  onto  CDs.  Goldener  maintains  all  of 
his  downloads  were  for  Young  recruiting 
work.  The  evidence  nonetheless  per- 
suaded the  district  attorney  to  get  the 
search  warrant. 

Confronted,  Goldener  told  DeMan- 
Williams  that  the  CDs  contained  data  he 
had  used  to  work  from  home  while  he 
was  on  Young's  payroll  but  hadn't  used 
while  in  Bench's  employ.  He  also  says 
now  that  the  database  was  useless  to  him 
anyway  because  Young  had  laced  it  with 


4ll  '  COMMITMENT 


Headhunters  Denise  DeMan-Williams  and 
James  Young  say  they're  victims  of  data  theft. 


names  of  friends  or  relatives  who  would 
tip  him  off  to  any  illicit  users. 

In  July  2003  Goldener  resigned  from 
Bench,  citing  the  arduous  commute  and| 
discrepancies  between  what  he  made  ini 
commissions  and  what  he  was  owed. 
Now  scared  for  her  own  data,  DeMan- 
Williams  called  in  forensics  experts  to  dig 
into  Goldener's  laptop  hard  drive.  The 
techs  found  a  trail  of  e-mails  between 
Goldener  and  David  Krause,  a  computer 
consultant  and  personal  friend.  Goldener 
had  told  Krause  that  he  was  planning  to 
quit  Bench  in  June  and  start  his  own  firm. 
He  also  noted  that  he  had  been  down- 
loading and  copying  contacts  and  e-mails 
from  his  office  Outlook  account  and 
asked  Krause's  advice  about 
buying  his  own  computer  to 
store  his  data.  DeMan-Williams 
spent  three  weeks  that  August 
in  Australia  on  vacation  with 
her  family,  sobbing  as  she  read 
copies  of  Goldener's  e-mails 
detailing  what  she  says  was  his 
theft  of  her  database. 

The  doctor,  according  to  I 
Bench's  suit  against  him,  had 
also  tried  to  hide  improperly 
deleted  files  in  unallocated 
space  on  the  hard  drive.  That 
was  an  attempt,  says  DeMan- 
Williams,  to  cover  his  tracks. 
Analysis  of  her  network's 
backup  tapes  this  spring  also 
revealed,  she  says,  that  Gold- 
ener's PDA  contained  10,000  pages  of  data 
from  both  Bench  and  Young,  an  accusa- 
tion Goldener  denies.  Now  DeMan- 
Williams  is  testing  monitoring  software 
and  has  warned  her  employees  that  they 
are  being  watched. 

Young's  company  dropped  its  suit 
against  Bench;  Goldener  is  now  defend- 
ing himself  from  both  Bench  and  Young. 
The  prosecutor  in  East  Whiteland  Town- 
ship has  yet  to  file  any  criminal  charges. 
Judges  in  both  civil  cases  declined  to 
grant  preliminary  injunctions  that  would 
keep  Goldener  out  of  the  recruiting  busi- 
ness before  the  trials.  The  doctor  says  it's 
all  a  big  witch  hunt.  His  new  firm  took  in 
just  $45,000  in  revenue  last  year  but  spent 
$100,000  on  expenses,  including  $60,000 
to  defend  against  the  two  suits.  F 
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Rar.ksftat  Driver  |  By  Jerry  Flint 

Smug  No  More 


EVERYBODY  GETS  A  TURN  IN  THE  BOX.  FOR  YEARS  THE 
American  auto  industry  suffered  and  the  Europeans 
were  a  bit  smug.  They  were  hot,  they  were  profitable, 
they  built  prestige  cars,  and  even  the  Asians  couldn't 
push  them  off  the  road. 
Suddenly,  sales  of  Japanese  and  Korean  vehicles  are  climbing 
fast  in  Europe  while  local  makers  stand  still.  That's  not  all.  The 
dollar  is  shrinking  against  the  strong  euro  and  eroding  the  huge 
profits  that  were  coming  from  America. 

Costs  and  quality  issues  that  didn't  seem  important  in  the 
past  are  becoming  serious.  And  even  the  basic  strategies  of 
European  car  companies  are 
being  called  into  question. 

Europe  isn't  yet  the  U.S., 
where  foreign  nameplates  take 
51%  of  the  car  sales  (a  few  of 
those  names,  such  as  Volvo  and 
Saab,  are  Detroit-owned)  and 
25%  of  the  truck  sales. 

In  Europe  the  Japanese  for 
years  took  about  10%  of 
the  business  and  the  Korean 
share  was  minuscule.  Those 
shares  began  growing  last  year. 
In  two  months  this  year  the 
Japanese  had  13%  of  the  sales 
and  the  Koreans  4%,  or  a  com- 
bined 17%. 

Look  at  it  another  way.  In  the  first  two  months  of  this  year 
native  European  companies  Volkswagen,  Peugeot,  Daimler- 
Chrysler  and  General  Motors  (Opel)  were  down  6%  in  sales 
from  the  year-before  two  months.  The  Ford  group  is  down  1%, 
and  Renault  and  BMW  are  even  (thanks  to  a  gain  for  BMW's  lit- 
tle Mini).  Fiat  is  up  nearly  3%. 

But  Toyota's  sales  in  Europe  are  up  24%,  Mazda's  up  33%, 
Honda's  up  19%,  and  sales  of  the  Korean  firms  Hyundai  and 
Kia  up  17%. 

Why  are  the  Asians  so  hot?  Some  industry  leaders  talk 
about  the  currency  advantage  they  get  from  the  strong  euro — 
since  in  euro  terms  their  Japanese  yen  and  Korean  won  prices 
are  low.  But  I  think  that  more-important  reasons  are  new 
models,  more  variety,  long-standing  quality  reputations  and 
improved  diesel  engines. 

One  more  thing:  In  Europe  the  Asians  do  poorly  in  the 
countries  that  are  home  to  auto  companies  but  extremely  well 
in  smaller  countries  that  don't  make  cars.  Toyota  got  3%  of  the 
market  in  Germany  and  France  and  5%  in  Italy  last  year.  But 
Toyota  won  16%  of  the  market  in  Norway  and  Ire- 
land and  15%  in  Finland.  Hyundai  and  Kia  had  2%  in 


European 
carmakers  are 
starting  to 
lose  sales  to 
invigorated  Asian 
manufacturers. 

Will  Europe 
repeat  Detroit's 
mistakes? 


Germany  and  1%  in  France  but 
4%  in  Norway  and  Ireland.  As 
car  sales  climb  in  the  eastern 
European  states  that  are  joining 
the  EU,  my  guess  is  that  Asian 
cars  will  get  a  disproportionate 
share  there,  too. 

The  Japanese  both  build  in 
and  export  to  Europe.  Toyota, 
Nissan  and  Honda  build  in 
Great  Britain,  but  all  the  Asians 
are  spreading  out.  Toyota  built  a 
plant  in  France,  and  some  Asian  firms  are  going  to  eastern 
Europe,  where  the  labor  is  cheap. 

The  euro  is  a  serious  problem  because  of  the  profits  the 
German  companies  (not  the  French  or  Italian  Fiat)  made  in  the 
U.S.  "Even  with  hedging,  the  fall  in  the  value  of  the  dollar  is  cut- 
ting into  the  earnings  of  every  German  auto  company,"  writes 
auto  analyst  Maryann  Keller.  If  the  euro  stays  at  $1.26  or  higher, 
it's  bad  news.  "German  car  companies  can  raise  prices,  sell 
fewer  cars  and  see  their  profits  collapse,  or  they  can  hold  the  line 
on  prices  and  see  their  margins  shrink,"  she  says. 

The  currency  change  unmasks  a  more  basic  issue:  high 
labor  costs — they  love  that  35-hour  week  over  there — and  low 
productivity.  Quality  is  another  problem:  Mercedes  and  VW, 
particularly,  have  tarred  their  reputations. 

Then  there  are  strategic  questions.  VW  is  moving  up  the 
income  scale  with  expensive  cars  and  acquired  luxury  name- 
plates,  while  the  new  VW  Golf,  the  bread-and-butter  car,  is  not 
setting  Europe  afire.  That's  trouble. 

Daimler's  global  dream  is  a  nightmare.  Mitsubishi,  which  it 
controls,  is  a  disaster,  and  Chrysler  is  fighting  to  get  out  of  the 
red  while  doubts  are  raised  about  Mercedes'  quality. 

Opel  and  Ford  have  been  losing  money  in  Europe.  They 
have  switched  from  American  to  European  leaders,  which 
should  help,  but  the  market  is  getting  tough. 

Europeans  might  have  been  able  to  handle  many  of  these 
problems  if  it  weren't  for  the  Asians'  growth.  The  Europeans, 
even  more  than  Americans,  hate  to  close  factories  and  lay  off 
workers.  Politicians  don't  like  it,  and  neither  do  the  workers. 
They  riot  and  burn  tires. 

So  what  will  the  Europeans  do?  Go  with  incentives  (as 
Detroit  is  doing)  and  give  away  the  profits?  Find  some  sneaky 
way  of  protection?  Import  from  China?  Restructure?  Squeeze 
the  partsmakers?  Boost  productivity  and  quality?  Or  just  lose 
the  business,  as  Detroit  did? 

We'll  see  what  they  learned  from  Detroit's  mistakes.  F 


pVy|*|)P<j  j  Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
■MH^ncom    |  industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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WHAT  DOES  IT  TAKE? 


ENERGY 

TO  LIVE.  WORK.  DREAM.  SUCCEED. 


At  Progress  Energy,  we  put  as  much  personal  energy  into  serving  customers  as  we  do  into  providing  their 
electricity.  After  all.  it's  one  thing  to  supply  the  energy  it  takes  to  run  a  factory.  But  we  also  recognize  there's 
another  kind  of  energy.  The  kind  required  to  ask  questions,  soive  problems  and  constantly  generate  new  ideas. 


>W  Progress  Energy 

www. progress-energy  con 


ELECTRICUTILITIES 

CLEANER  AIR,STR|DNGER  ECONOMY 


o  generate  electricity,  electric  companies  harness  the  earth's  natural  resources,  and  that  means 
their  operations  have  a  constant  impact  on  the  environment.  As  stewards  of  both  the  environment 
and  the  economy,  electric  utilities  work  to  harmonize  protection  of  air,  land  and  water  with  economic 
growth  —  making  sure  that  as  environmental  improvements  are  continuously  made  to  the  nation's 
electrical  system,  the  lights  stay  on,  jobs  aren't  lost  and  people's  pocketbooks  are  protected. 


Mayo  A.  Shattuck  III 

Chairman  of  the  Board,  President 
and  Chief  Executive  Officer 

CONSTELLATION  ENERGY 

Constellation  Energy  minimizes  the 
environmental  impact  of  producing  and 
supplying  energy  to  customers  in  near- 
ly three  dozen  states  and  three 
Canadian  provinces,  including  over  a 
million  served  by  its  Baltimore  Gas  and 
Electric  Co.  subsidiary. 

"Constellation  recognizes  that  its  oper- 
ations mandate  care  for  all  natural 
resources  —  air,  water  and  land.  It  strives 
to  meet  its  environmental  stewardship 
responsibilities  by  using  innovative  tech- 
nologies, as  well  as  by  relying  on  a 
diverse  mix  of  fuels  to  generate  electrici- 
ty, a  reliable  infrastructure  to  deliver  it, 
and  programs  to  minimize  and  recycle 
waste,"  said  Mayo  A.  Shattuck  III, 
Consteliation  Energy's  chairman,  presi- 
dent and  chief  executive  officer. 

Because  it  shares  its  customers'  envi- 
ronmental concerns,  Constellation  is  in 
the  forefront  of  energy  firms  supplying 
electricity  generated  by  non-polluting 
renewable  sources  including  wind  and 
soiar  power,  hydropower  and  biomass. 

As  the  U.S.'s  leading  competitive 
supplier  of  electricity  to  commercial  and 
industrial  customers,  and  one  of  its 
largest  wholesale  power  sellers,  Con- 
stellation is  committed  to  providing  safe, 
affordable,  reliable  energy,  while  protect- 
ing and  preserving  natural  resources. 


Constellation  Energy 


The  way  energy  works. 


Advertisement  2 

Sometimes  it's  difficult  to  show  just 
how  much  has  been  accomplished  for 
the  environment. 

For  instance,  a  recent  poll  in  the  Edison 
Electric  Institute  (EEI)  Fall  2003  "National 
Residential  Customer  Monitor"  showed  that 
68%  of  Americans  believe  that  air  quality  in 
the  U.S.  is  vyorse  now  than  it  was  30  years 
ago.  Not  only  that,  54%  think  it  will  degrade 
even  further  for  the  next  generation. 

But  data  from  the  Environmental 
Protection  Agency  (EPA)  tells  a  far  different 
story.  Since  1970,  total  emissions  (from  all 
sources)  of  the  six  principal  air  pollutants  — 
sulfur  dioxide  (S02),  nitrogen  oxides  (NOx), 
particulate  matter,  ozone,  lead  and  carbon 
monoxide  —  have  been  cut  nearly  in  half 
under  the  Clean  Air  Act.  This  has  occurred 
even  as  the  country's  population  has 
increased  by  more  than  40%,  the  economy 
has  grown  by  approximately  165%  and  elec- 
tricity use  has  increased  163%. 

Since  1980  in  the  electric  utility  sector 
alone,  companies  have  reduced  air  emis- 
sions dramatically,  even  as  demand  for  elec- 
tricity has  risen.  S02  and  NOx  emissions 
have  been  cut  by  almost  40%  each  (see 
Figure  1).  Between  2000  and  2002  alone, 
power  plant  emissions  of  these  pollutants 
fell  9%  and  13%,  respectively. 

All  the  while,  electricity  demand  has  been 
soaring  since  1980  (up  75%),  following  GDP 
(up  93%).  Total  energy  use  —  the  fuel  used 
to  generate  electricity  —  has  risen  only 
25%.  Not  only  that,  electricity  from  coal  — 
the  primary  focus  for  emissions  reductions 
—  has  increased  68%  and  now  accounts  for 
half  our  nation's  electricity. 

So,  we  have  more  electricity  from 
less  fuel;  we  have  cleaner  air  and  a 
stronger  economy.  And  even  though  elec- 
tricity demand  will  rise  54%  from  current 
levels  by  2025  (according  to  the  Energy 
Information  Administration),  emissions  of 
targeted  pollutants  will  continue  to 
decline.  The  nation  has  seen  real  improve- 
ment and  can  expect  even  more. 

But  reducing  emissions  while  main- 
taining economic  growth  is  challenging.  The 
challenges  are  about  cutting  more  emis- 
sions while  maintaining  flexibility  with  fuels, 
showing  environmental  improvement  while 
accepting  technological  and  financial  imped- 


iments, and  about  keeping  electricity  afford 
able  while  meeting  the  nation's  environ 
mental  goals. 


FUEL  DIVERSITY 


Today,  the  economy  relies  more  than  eve 
on  reliable  and  affordable  electricity  sup 
plies.  To  a  large  extent,  utilities  keep  the 
juice  affordable  by  keeping  their  portfolio  o 
generation  fuels  diverse  (see  Figure  2) 
Why?  With  more  diversity,  companies  have 
more  flexibility  to  choose  the  lowest-cost  o 
most  efficient  generation  option.  Coal  ma^, 
be  inexpensive,  for  example,  but  a  gas-firec 
plant  can  start  faster.  Hydropower  may  be 
abundant  in  a  particular  region,  but  othe 
fuels  may  be  necessary  when  water  flows 
are  low.  It  depends  on  geography,  fuel  avail 
ability,  population  and  so  on. 

A  diverse  portfolio  of  fuels  also  protects 
consumers  and  electric  companies  frorr 
fuel  unavailability  and  price  fluctuations 
For  example,  with  the  price  of  natural  gas 
already  surging  due  to  a  combination  c 
supply  and  demand  issues,  the  U.S.  woulc 
run  a  major  economic  risk  if  it  tried  tc 
reduce  its  reliance  on  coal.  Utility  bills 
could  rise,  flexibility  and  therefore  electric 
reliability  could  suffer  —  all  of  which  have 
an  impact  on  the  economy. 


THE  NEED  FOR 
A  MULTI-EMISSION 
APPROACH 


The  fact  is,  every  fuel  source  used  to  gen 
erate  electricity  confronts  challenges,  bu' 
none  more  so  than  coal,  the  fuel  that  gener- 
ates the  majority  of  electricity  in  the  country 
According  to  EEI,  the  U.S.  has  more  than  e 
dozen  overlapping  air  pollution-control  pro 
grams  for  S02  and  NOx  alone.  Coal-basec 
plants  in  particular  face  a  large  number  of  air 
quality  requirements  that  EEI  says  are 
"duplicative"  and  create  "considerable  uncer 
tainty"  New  regulations  are  coming  arounc 
the  bend,  including  the  Interstate  Air  Quality 
Rule  (IAQR),  which  cuts  S02  and  NOx  ever 
more,  and  new  mercury  rules. 

Right  now,  each  company  addresses 
each  pollutant  separately. 


Energy  is  a  very  real  thing,  created  by  real  people  focused  on  the  needs  of  real  businesses. 
And  that's  why  choosing  Constellation  as  your  energy  partner  can  give  you  a  real  advantage. 
We  offer  the  experience,  the  knowledge  and  the  vision  necessary  to  provide  tangible  results. 
To  learn  more,  visit  constellation.com. 

Constellation  Energy 

The  way  energy  works. 
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PSEG 

PSEG  has  a  progressive  approach  to 
climate  change  issues  that  began  more 
than  10  years  ago  when  the  company 
joined  the  federal  government's  Climate 
Change  program  with  a  commitment 
to  stabilize  carbon  dioxide  emissions 
at  1990  levels  by  2000.  Having  met 
that  goal,  PSEG  recently  agreed  to  cut  its 
domestic  C02  emissions  rate  18%  from 
2000  levels  by  Jan.  1 ,  2009,  a  target  that 
hopefully  will  serve  as  an  industry  model. 

As  the  parent  of  one  of  the  U.S.'s 
largest  independent  power  producers 
and  New  Jersey's  oldest  and  largest 
electric  and  gas  distribution  company, 
PSEG  has  taken  many  other  steps  to 
reduce  its  greenhouse  gas  impact,  such 
as:  investing  in  carbon  sequestration 
projects,  reducing  leaks  of  hexafluoride 
(used  to  insulate  electric  equipment), 
and  reducing  natural  gas  leaks  by 
replacing  older  pipelines. 

To  meet  its  new  C02  reduction  goal, 
PSEG  will  be  adding  clean  and  efficient 
power  plants,  while  retiring  less 
efficient  units. 
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Figure  1 


Emission  Reductions  Since  1980 
Index  1980  =  100 
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Sources:  Bureau  of  Economic  Analysis.  Energy  Information 
Administration,  Environmental  Protection  Agency 


But  it's  easy  to  see  why  a  pollutant-spe- 
cific approach  to  environmental  regulation  is 
inefficient.  It's  like  making  three  visits  to  the 
doctor  for  three  similar  ailments,  when  it 
would  be  easier  —  and  less  expensive  —  to 
treat  them  all  at  once  during  a  single  visit. 

When  it  comes  to  emission  reduc- 
tions, the  questions  that  spark  heated  pub- 
lic debate  are:  How  great  a  reduction  should 
there  be  and  how  long  should  it  take?  There 
are  no  simple  answers.  For  utilities,  the 
problem  is  compounded  by  legislative 
uncertainty  and  overlapping  regulations. 

It  would  be  simpler,  contend  many  in  the 
industry,  to  address  S02,  NOx  and  mercury 
under  a  multi-emissions  program,  so  that 
control  technologies  can  do  double  duty  and 
utility  programs  can  be  flexible  in  how  they 
actually  reduce  those  emissions.  Some  con- 
trols for  S02,  for  example,  capture  a  signifi- 
cant amount  of  mercury  as  well.  Preferably 
achieved  through  legislation,  this  approach  to 
environmental  regulation  (say  many  in  the 
industry)  provides  a  simple,  yet  flexible  and 
realistic,  timetable  for  steadily  reducing  emis- 
sions and  mitigating  harm  to  the  economy. 

Overall,  utilities  support  legislation  that 
would  require  an  additional  70%  reduction 
in  key  emissions  from  2000  levels,  including 
mercury.  That's  what  the  Bush  Administra- 
tion's "Clear  Skies"  proposal  was  designed 
to  do,  but  passage  isn't  expected  this  year. 

Carbon  dioxide  and  other  greenhouse 
gases  are  not  regulated  by  the  Clean  Air  Act, 


and  the  utility  industry  generally  does  nc 
support  including  them  in  a  multi-emissioi 
approach.  Instead,  the  industry  has  lone 
supported  voluntary,  flexible  and  cost-effec 
tive  ways  to  reduce  these  gases,  and  com 
panies  are  partnering  with  the  federal  gov 
ernment  to  implement  new  initiatives  aimei 
at  reducing  emission  rates  in  the  near  tern 
and,  in  the  long  term,  to  develop  new  reduc 
tion  technologies. 

Meanwhile,  the  EPA  is  taking  a  regulate 
ry  route  to  multi-emissions  reduction  and  i 
to  issue  regulations  by  the  end  of  this  yea 
to  further  reduce  utility  mercury,  S02  ani 
NOx  emissions.  Whatever  regulations  ult 
mately  take  effect,  utilities  argue  that  th< 
rules  should  provide  enough  time  for  com 
panies  to  physically  make  the  requiret 
changes  to  their  plants.  Given  all  the  permit: 
required  from  state  and  local  agencies  anc 
all  the  manpower  and  materiel  that's  neec 
ed  —  plus  the  need  to  take  a  plant  offline 
while  work  is  performed  —  utilities  make 
the  case  that  reliability  could  suffer  if  more 
flexibility  isn't  built  into  the  process.  Cost 
could  also  escalate  if  too  much  building  i 
crammed  into  too  little  time. 


MERCURY  ALTERNATIVES 


Right  now,  the  EPA  is  considering  twe 
mercury-control  options.  The  first  is  a  "tradi 
tional"  standard  using  "maximum  achievable 


EVOLUTION 


[ANOTHER  REASON  PSEG  HAS  WALL  STREET'S  ATTENTION] 


In  the  beginning,  transportation  was  one  of  our  primary  businesses. 


But  later  it  became  apparent  to  us  that  energy  was  the  industry  of  the 


future.  And  so  it  goes.  Over  the  past  100  years,  we  have  continued  to 


thoughtfully  evolve  our  business  to  meet  changes  in  the  marketplace 


as  well  as  the  needs  of  our  shareholders  and  the  communities  we 


serve.  Today,  our  focus  is  to  provide  investors  with  an  attractive  total 


return  through  a  combination  of  steady  income  and  long-term  growth. 


So  they  can  better  reach  their  future  goals. 


PSEG 

We  make  things  work  for  you. 


www.pseg.com 


Advertisement  6 


Dwight  Evans 

Executive  Vice  President, 
External  Affairs 


SOUTHERN  COMPANY 

As  the  premier  super-regional  energy 
company  in  the  Southeast  and  a  leading 
U.S.  producer  of  electricity,  Southern 
Company  believes  that  balancing  the 
energy  needs  of  the  nation  with  a  clean- 
er environment  is  a  challenge  that  will 
be  met. 

By  the  end  of  2003,  the  company  had 
reduced  combined  emissions  of  sulfur 
dioxide  (S02)  and  nitrogen  oxides  (NOx) 
emissions  nearly  40%  since  1990,  while 
increasing  generation  more  than  30%. 
It  plans  to  invest  more  than  $5  billion  in 
additional  environmental  controls  over 
the  next  decade,  resulting  in  more  than 
60%  fewer  combined  emissions  of  S02 
and  NOx,  as  well  as  reductions  in  mer- 
cury emissions. 

In  addition  to  performing  thousands  of 
audits  per  year  to  help  customers  reduce 
energy  usage,  Southern,  the  nation's  top 
energy  utility  in  the  American  Customer 
Satisfaction  Index  four  years  in  a  row,  is 
testing  new  technologies  that  will  further 
reduce  emissions  of  carbon  dioxide  and 
mercury,  and  increase  use  of  renewable 
sources  such  as  biomass. 


SOUTHERN  mL 
COMPANY 

Energy  to  Serve  Your  World 


control  technology,"  or  MACT,  that  would 
set  limits  for  all  coal  generation  plants. 
It  would  reduce  mercury  emissions  by  29% 
to  approximately  34  tons  per  year  by  the 
end  of  2007 

The  second  option  includes  a  cap-and- 
trade  approach,  much  like  the  highly  suc- 
cessful S02  acid  rain  trading  program. 
Cuts  would  come  in  two  phases  —  reduc- 
tions as  "co-benefits"  by  2010  (that  is, 
cuts  in  mercury  via  S02  and  NOx  reduction 
technologies),  with  a  limit  of  15  tons  by 
201 8.  Companies  would  have  a  clear  finan- 
cial incentive  to  reduce  their  mercury 
emissions  to  below  a  specified  level 
(according  to  the  type  of  coal  used).  That 
would  monetize  environmental  savings, 
thereby  encouraging  innovation  and  still 
further  reductions.  Companies  that  lower 
their  mercury  emissions  could  either  bank 
or  sell  those  extra  reductions  to  other 
companies  which,  for  whatever  reason, 
failed  to  reach  their  specified  limits. 

Would  a  70%  reduction  in  mercury  satis- 
fy the  industry's  critics?  It  would  propel 
development  of  new  equipment  capable  of 
further  reducing  mercury  emissions.  In  the 
industry's  estimate,  it  is  a  level  of  reduction 
that  would  ensure  that  the  subsequent 
increase  in  the  price  of  power  would  give 
consumers  "commensurate  health  and 
environmental  benefits,"  as  EEI  puts  it. 

Most  in  the  industry  prefer  the  trading 
scheme  —  the  general  consensus  is  that 
trading  provides  the  most  flexibility  —  but 
the  MACT  approach  has  some  supporters. 
Mercury  control  options  depend  on  the 
plant's  design,  operating  characteristics 
and  the  kind  of  coal  it  uses,  so  for  some 
companies,  one  regimen  might  have  ben- 
efits over  the  other,  depending  on  the  par- 
ticular fuel.  Flexibility,  though,  trumps 
MACT  for  most  companies. 

The  shareholder-owned  electric  utility 
industry  is  working  on  several  fronts  to 
improve  mercury-reduction  technologies. 
Two  utilities  are  among  the  seven  corporate, 
financial  and  venture  capital  investors  in  a 
clean-energy  technology  company  that 
recently  licensed  a  technology  developed  by 
the  U.S.  government  and  focused  on  reduc- 
ing mercury  emissions.  The  technology, 


using  ultraviolet  light  to  oxidize  and  removi 
mercury,  may  turn  out  to  be  a  big  improve 
ment  over  current  removal  methods. 

Meanwhile,  still  another  shareholdei 
owned  utility  is  currently  testing  a  differen 
next-generation  mercury-control  process 
This  one  uses  activated  carbon  and  othe 
"sorbents"  to  soak  up  the  mercury  before 
can  escape  into  the  atmosphere 
Preliminary  results  have  been  encouraging 

The  cap-and-trade  program  has  its  critics 
who  contend  that  it  would  result  in  local  "ho 
spots"  where  emissions  would  actuall 
increase.  The  utility  industry  says  that's  no 
going  to  happen.  It  points  to  the  S02  tradinc 
program  already  in  place,  which  produced  nc 
hot  spots.  The  industry  further  notes  tha 
most  power  plant  mercury  emissions  are  o 
the  elemental  form,  meaning  they  stay  alof 
rather  than  being  deposited  locally. 

Still,  MACT  would  cost  the  industry  $1.6 
billion  annually,  according  to  the  EPA 
Estimates  for  mercury  control  under  a  trad 
ing  program  are  part  and  parcel  of  the 
agency's  other  new  rule,  the  IAQR  —  $2.S 
billion  to  $4.5  billion  annually. 


THE  IAQR  TIMEFRAME 


Together,  the  IAQR  and  mercury  tradinc 
proposals  are  intended  to  be  the  regulatory 
approximation  of  the  Bush  Administration'; 
Clear  Skies  legislation. 

The  IAQR  targets  S02  and  NOx,  because 
controlling  them  also  controls  particulate 
matter  (PM).  In  the  case  of  NOx,  ozone  is 
also  decreased.  PM,  which  comes  frorr 
many  different  natural  and  man-made 
sources,  is  one  of  the  six  pollutants  foi 
which  the  EPA  has  set  national  air  quality 
standards,  and  the  agency  sees  S02  anc 
NOx  emission  reductions  as  the  most  cost- 
effective  way  to  clean  up  areas  of  the  natior 
—  across  28  states  —  that  exceed  those 
standards.  The  new  rule  would  reduce  aver- 
age plant  emissions  (compared  to  2002  lev- 
els) by  nearly  70%  for  S02  and  about  65% 
for  NOx.  Each  would  be  cut  40%  by  2010 
with  the  remaining  cuts  coming  by  2015. 

Like  the  EPA,  the  industry  would  pre- 
fer that  any  new  SQ2  and  NOx  emissior 
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PROGRESS  ENERGY 

Progress  Energy  considers  its  environ- 
mental innovations  and  leadership  a  part 
of  its  relentless  pursuit  of  excellence. 

The  company,  which  serves  2.8  million 
customers  in  the  Southeast,  helped 
develop  North  Carolina's  landmark  Clean 
Smokestacks  Act  —  a  balanced  approach 
that  reduces  emissions  at  coal-fired 
power  plants  without  raising  rates  for 
customers  in  the  state.  Rates  are  frozen 
until  2007 

Progress  Energy  is  spending  $800  mil- 
lion to  install  state-of-the-art  emissions 
reduction  technologies,  including  scrub- 
bers, to  remove  nitrogen  oxide  and  sulfur 
dioxide  emissions  in  North  Carolina.  The 
N.C.  Department  of  Environment  and 
Natural  Resources  estimates  that  these 
technologies  will  also  remove  55%  of 
mercury  emissions. 

Reducing  emissions  is  only  the  first 
step.  Progress  Energy  is  an  innovator  in 
using  emissions  reduction  byproducts  in 
ways  that  benefit  the  environment  and 
the  economy.  The  company  has  agreed 
to  supply  synthetic  gypsum  —  a  byprod- 
uct of  scrubbers  —  to  a  new  wallboard 
plant  that  will  keep  the  gypsum  out  of 
landfills.  The  plant  will  create  200  direct 
and  indirect  jobs  in  North  Carolina. 

Progress  Energy  is  leading  the  way  in 
reducing  emissions  and  in  its  commit- 
ment to  excellence  in  environmental 
practices. 


t  Progress  Energy 


Figure  2 
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reduction  targets  be  set  out  in  multi- 
emission  legislation  —  that  way,  there 
would  be  greater  business  and  environ- 
mental certainty.  The  utility  industry  gen- 
erally supports  70%  reduction  targets,  in 
both  Clear  Skies  and  the  IAQR,  as  long 
as  its  concerns  about  timeframe  are  met. 

But  legislation  during  this  election  year  is 
highly  unlikely,  whereas  the  IAQR  and  mer- 
cury rule  are  expected  to  be  finalized  by 
year's  end. 


Mercury,  S02,  NOx  and  PM  reductions 
—  the  regulations  for  which  have  such  a 
big  impact  on  the  way  the  U.S.  generates 
and  uses  electricity  —  are  in  fact  just  a 
few  of  the  environmental  issues  share- 
holder-owned electric  utilities  face. 
Today,  those  companies,  which  generate 
almost  70%  of  the  electricity  produced 
in  the  U.S.,  are  working  on  a  variety  of 
new  ways  to  further  reduce  the  environ- 
mental impact  of  the  electrical  system 
on  America's  water,  land  and  air  —  with- 
out losing  sight  of  the  economy  and  the 
costs  to  consumers. 

According  to  EEI,  a  multi-emissions 
approach  is  a  necessary  step,  giving  com- 


panies the  regulatory  certamt 
and  flexibility  they  need  to  keej 
environmental  progress  goinc 
Such  an  approach  would  prC 
duce  major  new  emission  cut 
while  greatly  reducing  the  lone 
term  costs  of  these  program 
to  consumers.  It  could  achievi 
important  air  quality  objective 
while  streamlining  the  regulate 
ry  process.  By  allowing  flexibli 
market-based  approaches  t< 
emissions  reductions,  a  wel 
designed  multi-emissions  pre 
gram  could  substantial 
reduce  compliance  costs  am 
help  maintain  fuel  diversity. 

Many  in  the  industry  see  i 
as  a  simple  equation:  W< 
need  to  maintain  fuel  diversi 
ty,  because  lower  energ* 
costs  boost  the  economy,  create  anj 
maintain  jobs,  and  enhance  the  prospect: 
of  businesses.  By  cutting  emissions  in 
single  program,  rather  than  in  a  piecemea 
fashion,  we  would  reduce  costs  and  ere 
ate  greater  business  certainty.  Since  pub 
lie  policies  can  constrain  fuel  options,  it  i! 
critical  that  policymakers  and  regulator; 
work  together  to  reconcile  conflicting 
energy,  environmental  or  other  public  poli 
cy  goals. 

It's  the  challenge  for  the  next  decade 
—  maintaining  the  steady  growth  of  eco 
nomic  and  environmental  progress.  The 
utility  industry  is  dedicated  to  both. 
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www.progress-energy.com 
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Southern  Company 

www.southerncompany.com 


POWERING  AND  DELIVERING 


Everything  that  powers  the  American  economy  —  from  job  growth  to  international  trade  to  the 
development  of  new  technologies  —  is  powered  by  electricity.  Electricity  runs  our  computers  and 
machines  at  work  and  lights  up  our  lives  in  many  ways.  And  while  electricity  remains  affordable  and  reliable, 
America's  shareholder-owned  electric  companies  are  making  remarkable  environmental  progress  every  day. 

Since  1980,  we've  cut  emissions  of  sulfur  dioxide  and  nitrogen  oxides  by  40%.  These  reductions  are  all  the 
more  impressive  given  America's  electricity  use  increased  by  over  70%  during  this  same  period. 

America's  shareholder-owned  electric  companies'  power  plants,  transmission  and  distribution  systems  are 
ssets  that  make  up  the  very  foundation  of  the  American  economy.  We  believe  in  the  future  of  America.  We  will  continue  powering  the 
lings  that  matter  and  delivering  environmental  progress. 
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Anadarko 


Oil  Change 

The  smartest  wildcatters  aren't  really  gamblers.  They  are,  like  the 
people  running  Anadarko  Pete,  risk  managers. 


BY  CHRISTOPHER  HELMAN 


Y  PROFESSION,  JAMES  T.  HACKETT,  CHIEF 
executive  of  Anadarko  Petroleum  Corp., 
is  a  wildcatter.  By  temperament,  he  is 
more  of  a  portfolio  manager.  He  has 
ordered  his  150  geologists  and  engineers 
to  think  like  risk  managers  and  to  weigh 
each  oil  and  gas  investment  with  the  eye 
of  a  money  manager  who  builds  a  diversi- 
fied stock  and  bond  portfolio. 
That  means  assessing  a  multitude  of  factors:  political 
risks  in  the  Middle  East;  currency  and  weather  fluctuations 
in  the  frigid  Northwest  Territories;  logistical  concerns  in 
Wyoming;  storms  in  deep  water  off  the  Louisiana  coast.  The 
latest  3-D  seismic  data  can  give  you  a  clear  picture  of  rock 
formations,  allowing  pretty  good  guesses  about  oil  and  gas 
deposits.  But  such  data  alone  can't  help  you  decide  how  to 
drill  or  when.  Using  modeling  software  developed  by  oil  ser- 
vices giant  Schlumberger,  Hackett  can  figure  out  what  kind 
of  projects  he  needs  and  when.  "You  want  to  fill  up  the 
gaps,"  he  says.  "If  you  need  returns  in  five  years,  you  don't 
get  into  a  ten-year  project." 

That  mistake  helped  cost  John  Seitz,  Hackett's  predeces- 
sor and  a  25-year  Anadarko  veteran,  his  job.  Investors  lost 
faith  after  he  bet  $350  million  on  long-term  projects  in  Aus- 
tralia, Tunisia,  West  Africa  and  the  Gulf  of  Mexico  that 
brought  little  more  than  dry  holes.  That  was  on  top  of  lin- 
gering troubles  digesting  the  $6.8  billion  acquisition  of 
Union  Pacific  Resources  in  2000,  as  well  as  the  spiking  cost 
of  finding  and  extracting  oil  and  gas.  That  figure  (including 
everything  from  land  costs  to  leasing  rigs)  climbed  from  an 


average  $3.13  a  barrel  in  1998  to  $10.52  in  2002.  With 
Anadarko  stock  mired  in  the  low  40s,  the  board  gave  Seitz 
the  boot  in  March  2003  and  installed  Hackett  in  the  job  six 
months  ago.  High  energy  prices  and  drastic  cost-cutting 
helped  Anadarko  earn  a  record  $1.3  billion  on  $5.1  billion  in 
revenue  last  year.  That  still  didn't  cap  rumors  that  the  com- 
pany was  about  to  be  sold. 

Seitz's  loss  is  Hackett's  challenge.  He  aims  to  double 
Anadarko's  proven  reserves  to  5  billion  barrels  of  oil  (or  its 
natural  gas  equivalent)  within  a  decade.  To  reach  that  ambi- 
tious— if  attainable — goal,  he  must  add  some  300  million 
more  barrels  to  reserves  each  year,  over  and  above  whatever 
he  sells.  In  2003  the  company  pumped  192  million  barrels 
and  added  a  net  1 85  million  to  reserves. 

That's  where  risk  management  comes  in.  Hackett,  49, 
has  never  been  shy  about  handicapping  his  companies' 
chances  of  survival.  He  expanded  Seagull  Energy,  a  small 
exploration  company,  then  merged  it  with  troubled  deep- 
water  explorer  Ocean  Energy  in  1999.  After  turning  around 
Ocean,  he  sold  it  to  Devon  Energy  last  year  to  form  the  only 
U.S.  pure  exploration  and  production  company  (i.e.,  a  com- 
pany that  doesn't  run  refineries)  bigger  than  Anadarko. 

No  project  or  asset  is  sacred.  That's  why  Hackett  has 
decided  to  sell  off  iffy  properties  in  Oman,  Egypt,  the 
Timor  Sea,  Brazil  and  the  Congo.  A  major  exception  in  the 
Middle  East:  Algeria,  where  in  the  early  1990s  Anadarko 
discovered  enormous  Sahara  Desert  fields  that  account  for 
15%  of  its  reserves  and  10%  of  production.  Extraction 
costs  there  are  a  company  low  of  $  1 .80  a  barrel.  It  would  be 
hard  to  say  no  to  such  economics,  particularly  given  that 
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Anadarko 


the  civil  war  there  appears  to  be  over. 

The  Woodlands,  Tex.-based  Anadarko  is  hedging  its  bets  in 
a  brand-new  plunge  into  deepwater  exploration,  a  push  started 
by  Seitz.  In  July  it  will  pump  its  first  barrels  from  a  monstrous 
tension-leg  platform — floating  in  4,300  feet  of  water,  tethered 
to  the  floor  by  eight  28-inch-thick  steel  cables — called  the 
Marco  Polo.  The  largest  such  device  in  the  gulf,  it  is  built  to 
handle  120,000  barrels  and  300  million  cubic  feet  of  gas  a  day, 
drawn  from  wells  as  far  as  15  miles  away.  The  deepest  well  tied 
to  Marco  Polo  will  tap  hydrocarbons  27,000  feet  below  the  gulf 
floor,  under  two  miles  of  sedimentary  salt  no  engineer  would 
have  tried  to  pierce  a  decade  ago.  It  will  take  a  while 
to  reach  full  capacity.  By  year-end  Anadarko  aims 
to  move  45,000  barrels  of  oil  and  45  million  cubic 
feet  of  gas  a  day.  That's  10%  of  total  production 
and  most  of  its  4%  expected  production  growth  for 
the  year. 


Not  wanting  to  overload  its  balance  sheet,  Anadarko  used 
some  creative  financing.  Instead  of  buying  the  $225  million  rig, 
Anadarko  is  leasing  it  from  GulfTerra  and  CalDive  International 
for  $25  million  a  year  plus  $1  per  barrel  recovered.  The  company 
is  spreading  risk  in  other  ways,  such  as  by  the  conventional  route 
of  sharing  ventures  with  bigger  operators  like  BP.  Convinced  that 
current  deepwater  prospects  could  yield  1  billion  barrels  of 
reserves  within  a  decade,  Hackett  has  boosted  deepwater  oudays 
to  $600  million  this  year — the  largest  chunk  of  Anadarko's 
$2.8  billion  in  planned  capital  spending  outside  of  the  lower  48. 
Already  in  development  are  plans  for  another  platform  in  the 

The  largest  device  in  the  gulf  can 
handle  120,000  barrels  and 
300  million  cubic  feet  of  gas  a  da} 


Going  deep: 
The  Marco  Polo 
platform  will 
start  pumping 
this  summer. 


eastern  gulf,  where  in  2001  Anadarko  paid 
$136  million  for  rights  to  drill  in  8,000  feet  of 
water  on  blocks  opened  for  development  by  die 
Bush  Administration. 

Hackett  is  wary  of  spreading  himself  too 
thin.  "You  can't  create  a  competitive  advantage 
if  you're  in  too  many  places,"  he  says.  So  he's 
concentrating  on  assets  Anadarko  knows  best, 
like  the  natural  gas  fields  of  East  Texas  and 
northern  Louisiana,  where  Anadarko  operates 
some  500,000  acres  that  pump  520  million 
cubic  feet  a  day  from  nearly  700  wells.  Recovery 
costs  in  Louisiana  are  $3.50  per  6,000  cubic  feet, 
a  unit  of  gas  output  that  is,  in  rough  measure, 
the  fuel  equivalent  of  a  barrel  of  oil.  That's  half 
Anadarko's  average  extraction  cost  of  $6.95  per 
barrel  of  oil  or  its  gas  equivalent. 

When  Anadarko  started  buying  these  gas 
fields  in  1996  they  were  thought  to  be  all 
tapped  out  after  20  years  of  pumping.  Engi- 
neers knew  there  was  a  lot  of  gas  left  in  the 
ground,  but  the  gas  was  locked  up  in  pockets 
of  sandstone.  Anadarko  applied  an  age-old 
technique  called  hydrofracking.  The  operator 
rams  water  mixed  with  sand  and  chemicals 
down  a  well  at  13,000  pounds  per  square  inch. 
The  pressure  smashes  rock  formations  up  to 
500  feet  laterally,  freeing  the  gas. 

The  odds  keep  getting  better.  In  1999  the 
140,000-acre  Vernon  field  in  Louisiana  had  17 
wells  producing  7  million  cubic  feet  a  day  from 
50  billion  cubic  feet  of  reserves.  Anadarko 
drilled  another  1 16  wells  there,  found  1.4  trillion 
cubic  feet  of  recoverable  gas  and  is  now  pump- 
ing 250  million  cubic  feet  per  day.  That  makes 
Vernon  one  of  the  largest  gas  discoveries — or 
rather,  rediscoveries — of  the  last  decade. 
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Source:  Anadarko  Petroleum. 


Competitors  have  followed  Anadarko  into 
the  gas  basins,  but  they  are  hard-pressed  to 
match  its  returns.  Having  poked  700  wells  into 
the  ground,  Anadarko's  onshore  drilling  crews 
have  become  more  experienced  and  efficient 
and  have  thus  brought  drilling  costs  down  from 
as  much  as  $10  million  for  an  experimental  well 
to  $  1 .8  million  per  well  today.  They  use  drill  bits 
that  have  evolved  to  include  fewer  moving  parts 
and  harder  cutting  surfaces  of  tungsten  and 
diamond.  They  cost  twice  as  much  but  last  sev- 
eral times  as  long.  Now  Anadarko  can  drill 
down  to  1 5,000  feet  in  30  days.  Five  years  ago  it 
would  have  taken  50  days. 

These  gas  fields  fill  the  short-term  box  in 
Hackett's  risk  models,  with  peak  production 
expected  to  start  in  2005.  For  the  medium  term, 
five  to  six  years  out,  Anadarko  has  a  gem  of  a 
project:  the  Salt  Creek  oil  field  in  Wyoming.  A 
century-old  patch  that  saw  peak  production  of 
some  90,000  barrels  a  day  several  decades  ago, 
Salt  Creek  had  declined  to  just  4,000  barrels 
when  Anadarko  bought  it  for  $220  million  in 
2002.  But  Hackett  figures  Salt  Creek  has  as  much  as  250  million 
barrels  left  in  it  and  is  spending  $200  million  to  revivify  the  field 
using  a  technique  called  carbon  dioxide  flooding. 

Works  like  this:  Inject  liquid  carbon  dioxide  into  old  wells  and 
it  mixes  with  and  loosens  the  gooey  oil.  As  the  CO2  warms  up,  it 
repressurizes  the  well,  allowing  oil  to  be  easily  pumped  out.  This 
is  an  area  Anadarko  knows  well;  40%  of  its  oil  production 
involves  some  sort  of  gas  injection.  By  2009  Salt  Creek  could  be 
producing  35,000  barrels  a  day  at  an  average  cost  of  $3  per  barrel. 

To  supply  carbon  dioxide  to  Salt  Creek,  Anadarko  is  build- 
ing a  125-mile  pipeline  to  an  ExxonMobil  gas-processing  plant 
that  would  otherwise  vent  the  gas  into  the  atmosphere.  Therein 
lies  a  new  environmental  twist.  Because  Salt  Creek  can  serve  as 
a  permanent  storehouse  for  carbon  dioxide  as  easily  as  it  can 

The  last  thing  Hackett  wants  is  to  surprise 
investors  with  bad  news  about  reserves. 

for  oil,  Anadarko  could  sequester  as  much  as  29  million  tons  of 
the  gas  deep  underground  over  a  decade.  To  make  it  pay  off, 
the  company  is  pushing  for  creation  of  a  market  in  carbon 
credits — an  environmental  reward  system  for  pulling  green- 
house gas  out  of  the  atmosphere.  Alas,  no  risk-modeling  soft- 
ware can  predict  whether  Congress  will  buy  into  such  an 
antipollution  scheme. 

But  credit  Anadarko  engineers  with  a  little  creativity.  Case  in 
point:  In  the  wilderness  of  northeast  British  Columbia  the  Buck- 
inghorse  River  cuts  a  1,000-foot-deep  gorge  across  the  landscape. 
South  of  the  gorge  Anadarko  and  other  companies  are  working 
fields  that  contain  1  trillion  cubic  feet  of  gas.  There's  more  gas 
north  of  the  gorge,  but  running  a  pipeline  under  it  would  be 


Anadarko's  reserves  (number  of  years  of  supply  in  the  ground)  are  going  up, 
but  not  as  quickly  as  production.  Still,  it's  at  a  healthy  level— 13  years'  worth- 
on  a  par  with  ChevronTexaco's  12.5  years. 


Annual  production  (millions  of  barrels) 
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extremely  difficult  and  cost  a  prohibitive  $30  million. 

Geologists  analyzed  3-D  seismic  data  and  found  that  a  gas 
reservoir  lay  directly  beneath  the  gorge,  4,600  feet  underground. 
In  a  drilling  first,  Anadarko  has  nearly  completed  a  de  facto 
pipeline — using  horizontal  drilling  techniques  to  cut  gas  wells 
from  either  side  of  the  gorge,  right  down  into  the  reservoir.  Elec- 
tromagnetic sensors  in  the  drillheads  will  enable  rig  workers  to 
end  their  wells  within  20  feet  of  each  other.  Estimated  cost: 
$15  million.  Anadarko  plans  to  pump  20  million  cubic  feet  of 
gas  a  day  from  the  newly  accessed  southern  reservoir.  "Fifteen 
years  ago  they  thought  these  reserves  had  no  value  because  you 
couldn't  transport  them,"  says  Robert  Daniels,  head  of  Cana- 
dian operations. 

And  how  credible  are  these  efforts  to  investors?  Anadarko's 
stock  has  bumped  up  17%  since  Hackett 
arrived.  The  last  thing  he  wants  is  to  sur- 
prise them  with  disappointing  news  on 
the  reserve  front — as  Shell,  El  Paso  and  BP 
have  done.  Analysts  are  particularly  atten- 
tive to  a  company's  proven  undeveloped  reserves:  fields  that  sup- 
posedly have  oil  for  sure  but  haven't  yet  been  tapped.  The  longer 
a  company  waits  to  develop  these  reserves,  the  more  skeptical 
investors  become  that  there's  really  something  down  there. 
Hackett  insists  Anadarko  plans  to  develop  90%  of  its  proven 
undeveloped  reserves  within  two  years.  The  company  annually 
accounts  for  every  well  and  reserve,  he  says,  and  that  process  was 
itself  reviewed  by  an  outside  consultant  this  year. 

Still,  he  cautions,  "Audits  are  no  guarantee  of  performance," 
pointing  out  that  Enron  had  an  independent  accountant.  "The 
best  protection  against  writedowns  is  the  integrity  ot  manage- 
ment. If  we're  wrong  and  have  a  major  revision,  I  lose  my  job." 
That's  something  Hackett's  not  about  to  risk.  F 
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Contrarian  Charity 


W 

111  N  I  ill  IK  I  AIHER 
died  14  years  ago,  Eric  Thurman  and  his 
three  sisters  were  left  with  a  $1.5  million 
foundation  and  a  request:  Give  all  of  it 
away  to  charitable  causes.  But  Thurman, 
a  former  radio  reporter  who  later  got  rich 
running  his  own  video  production  com- 
pany, had  little  sense  of  which  charities 
might  be  effective — and  had  no  one  to 
ask  for  advice. 

By  2001  they  had  distributed  the 
entire  fortune,  but  Thurman  still  doesn't 
know  how  well  all  the  money  was  used.  In 
the  late  Nineties  he  gave  $50,000  to  an 
international  agency  working  in  the  after- 
math of  the  genocide  in  Rwanda,  "but  to 
this  day  I  don't  know  what  was  done  with 
that  money,"  he  says. 

Thurman  himself  later  pursued  a 
career  in  philanthropy.  As  president  of  a 
large  microlending  charity,  Opportunity 
International,  he  was  nearly  fleeced  out  of 
$400,000  in  the  infamous  New  Era  scan- 
dal, in  which  a  hot  charity  turned  out  to 
be  a  Ponzi  scheme.  Thurman  got  the 
money  back,  but  others  lost  millions. 

His  frustration  led  Thurman,  now  age 
56,  to  join  several  wealthy  backers  in 
founding  Geneva  Global,  a  for-profit  con- 
sulting firm  that  advises  the  rich  and  their 
foundations  on  where  to  place  their  philan- 
thropic bets.  "We  are  to  donors  what 
investment  advisers  are  to  investors,"  says 
Thurman.  He  set  up  the  firm  four  years 
ago  in  Radnor,  Pa.,  which  also  is  home  to 
the  foundation  of  Sir  John  Templeton  of 


You  want  big  returns  on  your  investments, 
so  why  not  on  your  charitable  giving,  too? 
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Creative  Giving 


Franklin  Templeton  Investments.  The 
foundation  is  an  ally  of  Geneva  Global. 

"There  are  a  lot  of  people  doing 
heroic  things,  but  you  have  to  go  digging 
for  them,"  he  says. 

And  so  Thurman  and  his  firm — with 
a  Monitor  Group  partner  as  his  number 
two,  a  paid  staff  of  about  40  and  440  con- 
tacts overseas — go  searching  for  small, 
successful  and  unsung  programs  in  the 
most  turbulent  backwaters  around  the 
world.  They  seek  to  match  a  single  donor 
to  a  single,  short-lived  program,  typically 
lining  up  grants  of  as  little  as  $15,000  and 
upward  of  $150,000.  Smaller  is  simply 
better,  he  says. 

Another  trick:  He  ties  the  money 
explicitly  to  a  particular  effort  rather  than 
fork  it  over  to  the  organization  itself;  this 


ensures  the  dollars  don't  get  used  for  any- 
thing else. 

Oddly,  Geneva  Global  focuses  entirely 
on  donations  that  Americans  send  over- 
seas, even  though  this  is  the  tiniest  of  mar- 
kets. Of  some  $240  billion  a  year  in  giving, 
only  2%  of  it  goes  beyond  U.S.  borders, 
says  the  American  Association  of 
Fundraising  Counsel.  But  that  still  allows 
potentially  rich  returns  for  Thurman's 
company — he  charges  a  hefty  10%  fee  on 
top  of  any  donation  amount.  (Then  again, 
his  first  dose  of  advice  is  free  of  charge;  if  a 
client  wants  to  renew  his  giving  annually 
to  a  particular  outfit  once  the  Geneva 
Global  grant  has  finished,  Thurman  will 
not  collect  an  additional  fee.) 

In  four  years  Geneva  Global  has 
directed  a  total  of  $10  million  in  client 


contributions  to  500  projects,  including 
hospices  for  AIDS  patients  in  Kenya,  clin- 
ics for  the  victims  of  mass  rapes  by  rebel 
forces  in  Liberia,  and  rehabilitation  clin- 
ics for  prostitutes  in  Costa  Rica.  Thurman 
vows  his  firm  will  oversee  another  $10 
million  in  giving  this  year,  far  higher  than 
ever  before,  thanks  in  part  to  an  alliance 
with  HSBC  Private  Bank,  which  refers 
some  clients  to  Geneva  Global. 

"Giving  to  the  ballet  is  just  no  longer 
enough,"  says  Mary  K.  Duke,  head  of 
family  wealth  advisory  services  at  HSBC. 

Geneva  Global  takes  a  distinctly  capi- 
talist approach  to  this  effort  in  good  works. 
It  looks  for  "undervalued"  charities  in  the 
poorest  regions  of  the  world,  where  a  dol- 
lar goes  an  awfully  long  way,  then  sends  in 
its  own  operative  to  check  things  out. 

One  staff  member  inhabited  the  cen- 
tral Serbian  city  of  Velika  Plana,  near  a 
highway  that  is  a  heavily  traveled  route  for 
young  women  lured  or  forced  into  prosti- 
tution. In  1995  Jelena  Zlatkova  and  local 
teachers  set  up  Women  in  Action,  a  pro- 
gram that  educates  young  women — most 
of  these  sex  workers  are  teenagers — about 
the  sex  trade  and  warns  them  to  beware  of 
seemingly  lucrative  job  offers  in  other 
countries.  Impressed,  Geneva  advised  one 
client  who  donated  $27,400  in  November. 
Since  then  Women  in  Action,  little  known 
outside  Serbia,  has  expanded  to  hold 
classes  for  nearly  a  thousand  women. 

"This  kind  of  project  fits  our  profile: 
those  that  are  successful  and  scalable, 
those  that  can  be  taken  to  another  level," 
says  Thurman. 

One  Geneva  Global  client,  Timothy 
Geisse,  likes  putting  small  sums  into 
grassroots  projects  in  foreign  lands.  His 
$14  million  family  foundation  owes  to  his 
late  father,  John  F.  Geisse,  founder  of  a 
discounter  that  got  bought  by  Wal-Mart 
in  1991.  So  far  the  younger  Geisse  has 
invested  $130,000  in  four  Geneva-blessed 
projects,  including  a  microlending  pro- 
gram in  Honduras  and  an  effort  to  build 
water-treatment  plants  in  India. 

He  once  volunteered  for  Habitat  for 
Humanity,  the  U.S.-based  home-building 
charity  and  found  it  to  be  a  worthy  cause. 
But  Geisse  adds,  "I  realized  that  for  the 
same  amount  of  money,  you  can  build 
many,  many  homes  in  South  America."F 


Help  Needed 

Geneva  Global  has  recommended  charities  working  in  these  areas: 

•  DRUG  REHAB,  Thailand.  200,000  Thai  children  are  on 
methamphetamine  (speed) 

•  RAPE  VICTIM  COUNSELING,  Liberia.  Rebels  raped  thousands  of  females  ages  8  to  65 
before  peacekeepers  arrived  in  August  2003 

•  GOAT  FARMING,  Burundi.  Ethnic  war  left  hundreds  without  subsistence  income 

•  JOB  SKILL  TRAINING  FOR  DEAF,  Nicaragua.  60%  unemployment  rate  among 
the  deaf 

•  HIV/AIDS  HOSPICE  CARE-GIVING,  Kenya.  Outcast  patients  in  Kenya's  slums  lack 
the  basics:  food,  bed,  water 

•  ORPHAN  COUNSELING,  South  Africa.  Poor,  AIDS-orphaned  rural  children  often 
migrate  to  the  cities  looking  for  food,  money,  work 

•  WEAVING  WORKSHOP,  India.  Former  prostitutes  learn  job  skills  to  support  families 

•  SEX  TRAFFICKING  PREVENTION,  Serbia.  70%  of  girls  lured  into  prostitution  here  are 
in  high  school 
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Qn  the  Docket  |  By  James  D.  Zirin 


I  Didn't  Mean  It,  Your  Honor 


RUTH  B.  JORDAN,  79,  THE  NOTORIOUS  JUROR  NO.  4  IN 
the  mistrial  of  ex-Tycoite  Dennis  Kozlowski,  said 
she  was  unpersuaded  that  the  defendants  knew  they 
were  committing  a  crime.  Looting  the  corporate 
treasury  isn't  a  crime?  Did  a  dotty  old  lady  with  a 
law  degree  misinterpret  the  law?  I  don't  think  she  got  this 
case  right,  but  she  was  not  being  dotty.  She  was  on  to  some- 
thing, something  having  to  do  with  the  tricky  business  of 
criminal  intent.  As  white-collar  criminal  laws  expand  their 
reach,  we  are  going  to  see  a  lot  more  cases  like  this.  Tax, 
weapons,  money  laundering,  securities  and  fraud  cases  can 
all  revolve  around  how  a  judge  or  a  jury  reads  a  defendant's 
intentions. 

Criminal  intent  (lawyers  call  it  mens  rea,  or  a  guilty  mind)  is 
a  subjective  state  in  which  one  commits  an  act,  and  it  is  an 
essential  element  of  every  serious  crime.  If  you  meant  no 
harm,  you  committed 
no  crime.  But  this 
basic  rule  comes  with 
many  provisos,  with- 
out which  it  would  be 
all  too  easy  for  bad 
guys  to  get  off. 

Say  defendant  D 
torches  a  building  for 
the  insurance  and 
someone  dies  in  the 
fire.  Is  D  guilty  of 
murder?  It  is  no  ex- 
cuse to  a  charge  of 
murder  if  he  protests  that  he  did  not  intend  the  death,  that  he 
was  in  fact  hoping  no  one  was  inside  when  he  lit  the  match.  It's 
enough  that  D  knew  it  was  likely  the  building  was  inhabited. 
Reason:  A  person  is  presumed  to  intend  the  foreseeable  con- 
sequences of  his  intentional  acts,  even  if  he  did  not  desire  those 
consequences. 

There's  another  big  exception  to  the  general  requirement 
that  the  defendant  must  have  a  criminal  intent  to  be  convicted. 
This  is  an  ancient  rule  that  says  ignorance  of  the  law  is  no  ex- 
cuse. "Your  Honor,  I  didn't  know  there  was  a  statute  relating 
to  money  laundering"  cuts  no  ice.  Nor  does  "My  lawyer  told 
me  cashier's  checks  were  not  covered."  If  such  bad-faith  ex- 
cuses did  carry  weight,  the  most  sought-after  lawyers  would  be 
the  ones  with  the  least  knowledge. 

Many  criminal  statutes  include  a  specific  requirement  of 
intention,  typically  using  words  like  "willfully"  or  "knowingly" 
in  the  definition  of  the  crime.  The  government 
should  not  be  putting  you  behind  bars  for  an  inad- 


vertent violation.  But  inter- 
preting these  words  is  not  al- 
ways a  simple  matter.  In  a  case 
that  went  to  the  U.S.  Supreme 
Court  six  years  ago,  a  man  was 
convicted  of  "willfully"  trading 
in  guns  without  a  federal  li- 
cense. He  argued  that  this  ad- 
verb meant  prosecutors  had  to 
show  he  knew  about  the  federal 
licensing  law.  The  trial  judge 
decreed  that  it  was  enough  to 
show  the  defendant  acted  with  a  bad  motive  and  a  general  in- 
tention to  disregard  the  law.  The  man  in  the  dock  had,  after  all, 
filed  serial  numbers  off  pistols  and  sold  the  guns  on  Brooklyn 
street  corners.  Conviction  affirmed. 

What  if  you  take  a  tax  deduction  you  are  not  entitled  to?  If 
the  IRS  catches  you,  you  owe  the  extra  tax.  But  you  are  not  at 
risk  of  imprisonment  unless  you  "willfully"  evade  tax,  and  that 
means  knowing  that  the  deduction  is  not  allowed.  In  criminal 
tax  cases,  that  is,  ignorance  of  the  facts  does  carry  some  weight 
as  a  defense. 

I  prosecuted  a  tax  evasion  case  once  against  the  publisher 
of  three  neighborhood  newspapers.  He  charged  art  and  an- 
tique purchases  for  his  home,  a  grand  trip  to  Europe  for  him- 
self and  his  family,  and  even  his  kitchen  fan  to  three  closely 
held  corporations.  He  attempted  to  conceal  the  fraud  by  in- 
structing the  vendors  to  write  three  invoices,  each  one  billing 
one-third  of  the  expense  to  each  of  the  three  newspapers.  A 
painting  was  billed  as  "artwork"  so  it  would  pass  for  a  graphic 
in  the  newspaper.  A  Louis  XVI  armoire  was  billed  as  a  "cabi- 
net." Concealment,  falsification  of  records,  huge  deductions 
for  personal  expenses — there  was  plenty  of  evidence  to  support 
the  guilty  verdict. 

How  can  executives  claim  with  a  straight  face  that  they  did 
not  know  they  were  doing  anything  wrong  when  they  took  a 
nine-figure  sum  from  the  corporate  till  to  finance  high  living? 
Kozlowski's  codefendant,  Mark  Swartz,  Tyco's  former  chief  fi- 
nancial officer,  testified  that  Kozlowski  told  him  they  had  ap- 
proval from  a  deceased  board  member  for  the  low-  or  no-in- 
terest loans  from  the  company,  many  of  them  later  forgiven 
without  board  action,  according  to  surviving  board  members. 
But  the  defense  could  point  to  no  board  resolutions,  no  min- 
utes of  meetings,  no  memorandums  signifying  authorization. 
This  case  will  most  certainly  be  retried,  and  the  next  Juror  No. 
4  may  interpret  "intent"  a  different  way. 


Forbes 


James  D.  Zirin  is  a  partner  in  the  New  York  office  of  law  firm  Sidley 
Austin  Brown  &  Wood. 
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UNTIL  THEY  MAKE  THESE 
THINGS  POCKET-SIZE,   YOU  MAY 
WANT  TO  CONSIDER  A  BETTER 
ALTERNATIVE  TO  ACCESSING 
YOUR  OVERSEAS  FUNDS. 


H  exactpay 


SB* 


i 


4444  2222  7777  l^^jf 


All  your  purchases  and  payments  are  universally  accepted 
and  bank  guaranteed.  With  ExactPay®,  you  always  have  immediate 
access  to  your  funds,  no  matter  where  vou  are  in  the  world.  You  can  use 
your  universally  accepted  ExactPay  Visa®  Electron  card  to  make  purchases 
at  millions  of  worldwide  locations,  access  cash  at  more  than  800,000 
ATMs,  or  log  on  to  send  an  instant  eCheck  to  anyone  in  the  world. 
24  hours  a  day,  7  days  a  week,  you  can  go  to  ExactPay  s  secure  online 
account  management  system  to  view  account  balances  and  transaction 
history,  initiate  transfers,  execute  payments,  print  statements,  and 
access  customer  service.  Plus,  you'll  have  the  peace  of  mind  of  knowing 
that  all  your  transactions  are  handled  with  the  utmost  confidence  and 
protected  using  the  latest  security  and  encryption  technologies. 


Visit  www.exactpaydemo.com/fbs  for  a  free  online  demo  or  call  1-888-457-1240,  ext.  2210. 


ExactPay  is  a  registered  trademark  of  ExactPay  N.V. 


The  worst  kind  of  boss:  someone  who  pockets  a  fortune  while  making  his 
shareholders  poorer.  The  best:  someone  like  Jeff  Bezos  I  by  scott  decarlo 


CORPORATE  BOARDS  WERE  UNDER  THE  GUN  LAST  YEAR  TO 
change  the  way  chief  executives  were  paid — rightly  so,  given  the 
scandals.  The  trend  was  to  hand  out  fewer  stock  options  and 
more  cash  and  outright  stock  grants.  But  no  matter  how  the 
compensation  is  configured,  the  question  remains:  Which 
bosses  delivered  the  best  return  to  stockholders  while  taking 
home  a  reasonable  paycheck?  That's  the  focus  of  our  annual 
scorecard  on  compensation. 

In  his  second  consecutive  year  as  number  one  boss: 
Amazon. corn's  Jeff  Bezos,  who  has  delivered  a  58%  annual 
return  to  shareholders  since  taking  his  company  public  in  1997. 

For  our  pay-versus-performance  rankings  we  combed  our 
database  for  executives  with  six  years  of  tenure  as  chief  executive 
and  a  six-year  pay  history.  We  came  up  with  194  bosses  who  fit 
the  bill.  We  rank  them  four  ways.  The  first  is  by  six-year  stock 
performance  (including  dividends)  relative  to  a  company's 
industry  peers.  Second  and  third  are  the  stock  performance  dur- 
ing the  chief  s  tenure  and  performance  relative  to  the  S&P  500 
over  the  same  period.  The  final  measure  is  total  pay  over  the  six 
years — pay  being  defined  to  include  cash  realized  from  the  exer- 


cise of  stock  options  (see  p.  124  for  details).  We  combined  these 
four  rankings  to  create  a  bang-for-the-buck  score.  The  ten  best 
bosses  on  this  scorecard  are  listed  on  page  124.  Five  of  the  worst 
appear  on  page  1 16.  To  see  how  the  rest  of  the  chief  executives 
fared,  go  to  www.forbes.com/ceos. 

The  median  six-year  pay  for  this  group  came  to  $4.1  mil- 
lion a  year,  while  the  median  six-year  return  to  shareholders 
was  an  annualized  8%.  In  a  quick  comparison  you  can  easily 
see  how  Bezos  was  number  one,  with  an  annual  average  pay  of 
$82,000  and  a  34%  return.  Our  worst  chief  executive,  Richard 
Manoogian  of  Masco  Corp.,  checked  in  with  an  average 
annual  paycheck  of  $13  million  and  a  2%  annual  return  to 
shareholders.  On  page  1 10  we  profile  Thomas  P.  MacMahon 
of  Laboratory  Corp.  of  America,  who  has  given  shareholders 
a  solid  42%  annualized  return  since  1998.  And  we  look  at  one 
of  the  worst,  Sidney  Taurel  of  Eli  Lilly  (p.  116).  This  year  we 
also  study  pay  for  board  members  (p.  120)  and  conjure  the 
ideal  pay  package  (p.  118). 

A  list  of  the  2003  paychecks  of  500  chief  executives  of  Amer- 
ica's biggest  companies  begins  on  page  124.  F 
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...and  who's  not 


The  Rest  Worst  Rosses 


Blood  and 
Money 

The  clinical  lab  business 
Tom  MacMahon  took  over  seven 
years  ago  was  a  sick  puppy. 
How  did  he  make  it  so  robust? 


BY  SUSAN  KITCHENS 


/ 


IF  THEY  THOUGHT  HE  WAS  CRAZY,  THEY  NEVER  TOLD  HIM  SO. 
Still,  everybody  from  friends  and  family  to  Wall  Street  won- 
dered why  Thomas  P.  MacMahon  would  agree  to  leave  a  nice 
executive  job  at  Hoffman-La  Roche,  a  division  of  Swiss  phar- 
maceutical giant  Roche,  to  take  the  top  position  at  Laboratory 
Corp.  of  America  in  1997. 

LabCorp  was  then  a  cranky,  ill-functioning  two-year-old, 
formed  out  of  a  merger  of  two  clinical  labs,  one  cast  off  by 
Roche  and  one  by  billionaire  Ronald  Perelman.  Within 
months  of  the  merger  a  phalanx  of  managers  quit.  Sales 
slipped.  So  did  the  operating  margin.  LabCorp  lost  $8  million 
on  sales  of  $813  million  in  the  first  half  of  1996.  It  was  $1  bil- 
lion in  debt. 

In  stepped  MacMahon,  a  lanky,  6-foot-3  former  basketball 
player  at  St.  Peter's  College  in  New  Jersey.  "Even  I  felt  that  the 
company  couldn't  get  any  worse,"  he  says. 

He  was  right  about  that.  Over  the  next  seven  years  MacMa- 


hon,  now  57,  built  America's  second-largest  nonhospital- 
afhTiated  clinical  laboratory — mosdy  testing  things  like  blood 
and  urine  samples — for  more  than  200,000  clients  across  the 
U.S.  and  Canada.  Sales  hit  $2.9  billion  last  year,  below  leader 
Quest  Diagnostics'  $4.7  billion. 

He's  been  well  paid  over  the  last  six  years,  earning  average 
annual  compensation  of  $6  million.  But  he's  delivered  for 
shareholders,  with  an  annualized  42%  return — handily  beat- 
ing his  industry  peers  and  thereby  landing  in  thirteenth  place 
on  our  list  of  best  bosses  for  the  money. 

MacMahon's  game  plan  at  first  was  as  basic  as  a  jump 
shot:  He  raised  $500  million  of  equity  to  pay  down  debt.  He 
spent  $100  million  to  streamline  the  jumbled  billing  opera- 
tions accumulated  from  a  long  string  of  acquisitions.  He 
acquired  more  labs:  one  in  the  South  to  expand  LabCorp's 
geographic  reach  and  one  in  cancer  testing  to  expand  its  tech- 
nological reach. 
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More  than  85%  of 
Fortune  500  companies 

bank  with  [JgJ 


U.S.  Bank  is  proud  to  support  U.S.  businesses  with  custom  financial 
management  solutions  and  convenient  banking  options.  In  fact, 
more  than  900,000  business      iMfcjg--  -  ^_ 
customers  all  over  America  JSmS&Sm 
have  forged  a  relationship  mjtSSSSSSf 
with  U.S.  Bank  helping  us  's^toijS^- 
to  become  the. . .  ^^HffiF 

•  Leading  depository  bank  for  "^^1 
federal,  state  and  municipal  governments  M 

•  Top  ranked  Corporate  and  Asset-backed  Trustee 

•  #1  commercial  bankcard  issuer 


We're  also  among  the  nation's  top  treasury  management  providers, 
merchant  processors  and  bank-owned  equipment  leasing  companies. 
But  most  importantly,  we're  committed  to  being  your  business  part- 
ner. By  listening,  providing  our  exclusive  brand  of  Five  Star  Service 
and  putting  the  needs  of  your  business  first. 


[TCbank 

^^^^^^     Five  Star  Service  fliiaranteerl 


Five  Star  Service  Guaranteed 

usbank.com 


Fortune  500  is  a  registered  trademark  ol  Time  Inc.  Reference  to  Fortune  500  used  as  a  statistical  reference  and  is  not  an  endorsement  by  Time.  Inc.  ot  the  products  and  services  referenced  in  this  advertisement    Member  FDIC 
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PROCESS  HUNDREDS  OF  PAYMENTS  IN  MINUTES. 
SAVE  THOUSANDS  OF  DOLLARS  IN  TRANSACTION  FEES! 


FCIB  Global  Clearing: 


When  you  have  suppliers  to  pay  all  over 
the  world,  Global  Clearing  on  your  company's 
desktop  can  make  the  process  cheaper, 
faster,  easier,  and  more  efficient  than  you  ever 
thought  possible. 

Each  payment  instruction  is  uniquely 
authenticated  and  a  sophisticated  transaction 
engine  delivers  error-free  data.  Fully  redundant 
operations  centers  facilitate  the  routing  of 
payments,  ensuring  information  is  never  lost. 
Real-time  posting  gives  you  an  accurate,  instant 
global  status  report  with  just  a  few  clicks. 


FCIB 


With  Global  Clearing  you  can: 

Upload  large  volumes  of  international  payments  by 
simply  inputting  the  beneficiary  code  and  the  amount 
to  be  paid. 

Upload  batch  payment  instructions  directly  from  your 
back-office  systems. 

Connect  your  legacy  systems  with  Global  Clearing 
using  a  universally  accepted  file  format. 

Authorize  and  authenticate  bulk  payments  in  compliance 
with  your  corporate  signature  management  policies. 

Generate  payment  instructions  in  one  city,  review 
them  in  another,  and  approve  them  in  a  third. 

Assign  employees  different  account  access  to  prepare 
payments  in  bulk,  view  accounts  and  verify  payment 
information  on  authorized  transactions. 

Make  global  payments  in  any  currency,  anytime, 
and  manage  accounts  online  24/7. 


To  make  your  global  payment  system  world-class,  see  our  free  online  demo 
at  www.globalclearingdemo.com/fbs  or  call  1-888-457-1231,  ext.  2100  today. 
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this  is  momentum 


The  Best  Worst  Bosses 


But  what  drove  him  to  take  the  job 
was  the  promise  of  gene-based  and  other 
esoteric  tests.  Far  more  advanced  than  a 
routine  blood  cell  count,  these  highly  spe- 
cialized tests  are  used  to  detect  genetic 
diseases  and  even  help  select  treatments 
for  specific  cancers,  infectious  diseases 
and  viruses.  This  is  accomplished 
through  a  technology,  developed  in  the 
early  1980s  and  made  famous  in  the  O.J. 
Simpson  trial,  called  polymerase  chain 
reaction.  PCR  enables  the  lab  to  multiply  a 
tiny  sample  of  DNA  into  a  sample  large 
enough  to  be  assayed.  Esoteric  tests  now 
account  for  30%  of  LabCorp's  revenues, 
up  from  1 8%  five  years  ago;  MacMahon 
expects  them  to  reach  35%  in  three  years. 

Of  the  4,000  lab  tests  that  LabCorp 

MacMahon  took 
the  job  driven  by 
the  promise  of 
sophisticated 
gene-based  tests 
known  as  esoterics. 

and  Quest  Diagnostics  perform,  two- 
thirds  are  "routine" — pap  smears  and 
cholesterol  counts,  for  example — and 
average  $30  apiece  in  revenue.  The  eso- 
teric stuff  is  worth  an  average  $120  per 
test.  The  high-end  tests  are  the  company's 
bulwark  against  the  competitive  threat 
posed  by  in-house  hospital  labs  and 
smaller  regional  labs  that  have  in  recent 
years  formed  joint  ventures  to  compete 
with  Quest  and  LabCorp.  Hospitals  still 
control  60%  of  the  $37  billion  clinical  lab 
market,  compared  with  Quest's  12%  and 
LabCorp's  8%. 

In  general,  hospitals  don't  want  to 
shell  out  for  more  expensive  equip- 
ment— as  much  as  $1  million  for  neces- 
sary instruments — and  the  expertise 
required  to  conduct  the  specialized  tests. 
But  what  is  esoteric  today  may  eventu- 
ally become  routine.  HIV/AIDS  tests, 
highly  specialized  in  the  1980s,  now  can 
be  performed  by  just  about  any  hospital 
in  the  U.S.  LabCorp  also  has  to  worry 


The  Rest  Worst  Rosses 


about  Quest,  which  performs  esoteric  tests  as  well.  At  the 
moment  LabCorp's  net  margin,  at  1 1%,  is  higher  than  Quest's 
9.2%,  in  part  because  it  has  a  head  start  in  the  more  prof- 
itable esoterics,  says  Robert  Willoughby,  a  Banc  of  America 
Securities  analyst. 

MacMahon  worked  for  Roche  for  27  years  before  taking 
his  first  chief  executive  job.  The  son  of  a  salesman,  he  gradu- 
ated from  college  with  a  degree  in  marketing  and  joined 
Roche's  market  research  department  in  the  late  1960s.  "1  just 
worked  in  lots  of  different  divisions  and  tried  lots  of  things," 
he  says.  While  working  for  Roche  he  earned  an  M.B.A.  from 
Fairleigh  Dickinson  in  1975  and  began  working  his  way  up 
the  ranks. 

During  MacMahon's  time  at  Roche,  PCR  was  developed  by 
a  young  biochemist  named  Kary  Mullis,  who  eventually  won 
the  Nobel  Prize  for  his  work.  Urged  on  by  scientists  at 
MacMahon's  division  at  Roche,  in  1991  MacMahon  got  Cetus, 
the  lab  where  Mullis  worked,  to  license  PCR  technology  to 
Roche.  The  fee  was  $300  million. 

"There  were  some  skeptics  out  there,"  says  MacMahon, 
"because  back  then  nobody  ever  paid  anything  for  diagnostic 

Best-Performing  Bosses 


research."  Roche  soon  began  licensing  the  technology  to  other 
laboratories,  including  Quest. 

Out  of  PCR  technology  has  come  tests  for  detecting  hepati- 
tis B  and  C.  An  advanced  test  for  cervical  cancer  is  available,  as 
are  tests  for  leukemia  and  colon  cancer.  Most  recently,  a 
woman  of  childbearing  age  can  take  a  test  to  see  if  she  carries 
the  gene  mutation  for  cystic  fibrosis. 

The  clinical  lab  industry  had  been  battered  for  a  decade 
when  MacMahon  took  over.  Government  efforts  to  reduce 
health  care  costs  in  the  1990s  dropped  the  price  per  clinical 
test  at  labs  by  12%.  Then  there  was  scandal.  In  the  1990s  the 
U.S.  government  accused  several  clinical  testing  compa- 
nies— including  LabCorp,  pre-MacMahon — of  overcharg- 
ing; the  companies  eventually  settled  for  hundreds  of  mil- 
lions of  dollars. 

In  the  middle  of  this  emerged  LabCorp,  indebted  and 
directionless.  MacMahon  made  his  appeal  to  a  skeptical 
investing  community.  "LabCorp  was  just  a  penny  stock 
and  [MacMahon]  didn't  have  a  friend  in  the  world," 
says  Willoughby,  the  Banc  of  America  analyst.  Not  a 
problem  now.  F 
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CHIEF  EXECUTIVE  OFFICER/COMPANY 


TENURE  AS  CHIEF  DURING 
(YEARS)  TENURE 


ANNUALIZED  TOTAL  RETURN 
6-YEAR 


6-YEAR 
AVERAGE 
COMPENSATION 
(SMIL) 


STOCK 
OWNED 


Jeffrey  P  Bezos/Amazon.com  10  58%*  34%  $0.1 

Surfed  Amazon  to  its  first  full-year  profit  last  year.  Salary  of  $82,000  befits  midlevel  manager,  but  stock  worth  $5  billion. 


Joseph  R  Ficalora/NY  Community  Bancorp        11  411  32  1.6  0.7 

Collection  of  community  banks  in  New  York,  New  Jersey  is  nation's  third-largest  thrift.  Stock  up  from  $1.19  to  $28.97  in  past  decade. 
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Frank  C  Lanza/L-3  Communications  7  291  29  3.2 

Defense  industry  veteran  has  led  L-3  since  formation  in  1997.  Last  year  sales  grew  26%;  shooting  for  another  20%  this  year. 


V  Vernon  W  Hill  ll/Commerce  Bancorp  31  271  24  1.6  1.9 

V  Hill's  strategy  of  making  Philadelphia-area  bank  as  convenient  as  burger  joints  paying  off.  Wants  to  supersize  into  Washington,  Boston. 


Mark  C  Pigott/Paccar  7  25  18 

Son  of  founder  following  Dad's  example:  truckmaker  Paccar  just  had  65th  straight  year  of  profitability. 


Charles  W  Ergen/EchoStar  Comm  24  371  50  4.0 

Cofounder  of  satellite  TV  firm  controls  91%  of  voting  stock.  Battles  with  Rupert  Murdoch  investment  DirecTV. 


Salomon  Levis/Doral  Financial  14  41  32 

On  top  of  $1.8  million  salary,  gets  massive  cash  bonus  when  shareholder  return  exceeds  15%. 


B  Thomas  Golisano/Paychex  33  301  15    '  0.9 

Started  $1.1  billion  payroll  enterprise  with  $3,000  in  1971.  Bought  troubled  Buffalo  Sabres  hockey  franchise  in  2003. 
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r/Biomet  26  311  21  0.4  2.8 

spoken  foe  of  corporate  greed,  Ph.D.  turned  $500,000  Small  Business  Administration  loan  into  $1.4  billion  orthopedic  prods  company. 


Jeffrey  L  Bleustein/Hariey-Davidson  7  25  23  5.3 

Hog-loving  chairman  has  company  outpacing  S&P  500  since  1998.  His  2  million  shares  now  worth  $40  million. 


0.3 


Returns  as  of  Apr.  2.  'Return  is  for  period  less  than  tenure.  Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 
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What  will  your  children  take  for  granted? 

Hydrogen  fuel  cells. 


le  Best  Worst  Bosses 


Prozac  Hangover 

Eli  Lilly's  Sidney  Taurel  got  whacked  when  generics 
pushed  Prozac  off  the  shelf.  So  far  not  much  has 
shown  up  to  replace  it.  by  michael  maiello 


HOW  DEPRESSING.  INVESTORS  WHO 
bought  Eli  Lilly  stock  when  Sidney  Tau- 
rel took  over  as  chief  executive  in  1998 
have  earned  just  3%  a  year,  less  than  half 
the  return  of  the  average  pharmaceutical 
company.  Taurel  in  the  meantime  has 
enjoyed  a  generous  average  annual  com- 
pensation of  $12.8  million.  And  that's 
including  the  year  2002,  when,  with  his 
employees  enduring  a  wage  freeze,  Tau- 
rel voluntarily  gave  up  the  salary  portion 
of  his  compensation.  He  did  not  give  up 
his  options — 350,000  in  each  of  the  past 


two  years.  (Those  options  had  a  com- 
bined theoretical  value  at  issuance  of 
$16.5  million,  but  the  compensation  fig- 
ures in  this  survey  count  options  only 
when  they  are  cashed  in.) 

For  this  accomplishment  in  fat  pay 
and  thin  shareholder  returns,  Taurel,  55, 
has  ended  near  the  bottom  of  our  rank- 
ing of  1 94  executives  in  performance  rel- 
ative to  pay.  His  is  largely  the  story  of  the 
depression  drug  Prozac  and  how  the 
company  failed  to  find  another  block- 
buster before  it  lost  its  patent  protection 
to  a  generic  drugmaker.  This  year  a  sim- 
ilar disaster  awaits  as  competitors  target 
Zyprexa,  a  schizophrenia  drug  that 
means  more  to  Lilly's  revenue  stream 
than  Prozac  did  when  Lilly  lost  its 
patent.  The  company  believes  that  it  can 
not  only  defend  Zyprexa  but  also  bring 
several  new  drugs  to  market  that  will 
drive  profits  and  stock  prices.  At  least  its 
erectile  dysfunction  drug  is  off  to  a  good 
start  (see  top  of  p.  56). 

Lilly  was  strong  at  the  time  Taurel 


took  over.  It  had  been  riding  Prozac 
since  1987,  with  profits  peaking  at 
$3  billion  in  2000.  Then,  in  2001,  two 
years  before  anticipated,  generic-drug 
manufacturer  Barr  Pharmaceuticals 
wrested  Lilly's  Prozac  patent  away.  Lilly 
lost  90%  of  its  Prozac  prescriptions  over 
a  year  and  $35  billion  of  its  market  value 
in  a  single  day.  The  stock  still  trades  30% 
below  its  Prozac  high.  Lilly's  profits 
dropped  9%  between  2001  and  2003,  to 
$2.5  billion.  Dr.  Reddy's  Laboratories,  a 
generic  druggist,  is  hoping  to  repeat  his- 
tory by  wresting  away  Lilly's  patent  on 
Zyprexa.  A  lawsuit  is  pending. 

Taurel  is  looking  hard  for  the  next 
big  medicine.  Research  and  develop- 
ment costs  last  year  were  $2.4  billion,  or 
19%  of  sales,  making  Lilly's  R&D  ratio 
among  the  highest  in  the  industry.  It  has 
five  new  products  in  the  market  and  two 
more  coming  out  this  year,  including  the 
psychiatric  drug  Cymbalta.  This  chemi- 
cal may  or  may  not  relieve  the  depres- 
sion in  Lilly's  earnings.  F 


Worst-Performing  Bosses 


MMUALIZiD  TOTAL 


CHIEF  EXECUTIVE  OFFICER/COMPANY 


ELEIURM   6-YEAR 

AVERAGE 

TENURE  AS  CHIEF  |        DURING  COMPENSATION 
(YEARS)  TENURE  6-YEAR  ($MIL) 


Richard  A  Manoogian/Masco  36  7%x  2%  $13.0 

Furniture  maker  didn't  keep  pace  with  the  S&P  500  last  year,  but  this  Forbes  400  member  still  got  a  $2.4  million  bonus. 


Stephen  F  Bollenbach/Hilton  Hotels  8  4-4  6.3 

The  way  performance  has  tanked  under  Bollenbach,  shareholders  have  bigger  problems  than  Paris  Hilton's  antics. 


STOCK 
OWNED 


0.2 


Michael  D  Eisner/Walt  Disney  20  171  -5  121.2  0.7 

A  fixture  on  our  list;  Eisner's  obscene  paydays  and  lack  of  results  have  major  shareholder  Roy  Disney  calling  for  his  resignation. 


[Bjg-'    Sidney  Taurel/Eli  Lilly  6  3  3 

^R^HEl     Extensive  use  of  company  jet  for  personal  trips  "required  ...  for  security  reasons,"  company  says. 


12.8 


0.1 


Lewis  B  Campbell/Textron  6  -3  -3 

Textron  sales  shrank  $500  million  last  year;  Campbell  accepted  $8.4  million  in  compensation. 


Returns  as  of  Apr.  2  'Return  is  for  period  less  than  tenure  Source.  FT  /nreracfive  Data  via  FactSet  Research  Systems. 
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What  makes  the 
newT.  Rowe  Price 
SmartChoice  Rollover 
smarter? 


With  the  newT.  Rowe  Price  SmartChoice  Rollover  IRA, 
you  get  the  rollover  you  want,  and  we  do  the  work. 

We  select  the  investments —  with  theT.  Rowe  Price  SmartChoice  Rollover  IRA,  you  don't  have  to 
go  through  the  complex  task  of  choosing  individual  funds.  We'll  provide  a  well-diversified  port- 
folio for  you  with  one  of  our  Retirement  Funds.  And  we'll  adjust  the  fund  over  time  to  reflect 
your  need  for  reduced  investment  risk  — gradually  making  the  investment  more  conservative 
as  your  retirement  date  approaches. 

Proven  performance  —  with  our  67  years  of  proven  performance,  you'll  feel  confident  knowing 
thatT,  Rowe  Price  is  the  smart  choice  for  your  rollover. 

Low  expenses  — with  no  loads,  sales  charges,  or  commissions,  and  expense  ratios  for  the 
Retirement  Funds  45%  below  their  category  averages,*  al  Rowe  Price  Rollover  IRA  is  the 
smarter  choice.  All  funds  are  subject  to  market  risk. 

Request  a  prospectus,  which  contains  complete  information,  or  a  briefer  profile;  each 
includes  investment  objectives,  risks,  fees,  expenses,  and  other  information  that  you  should 
read  and  consider  carefully  before  investing. 

To  get  started,  just  call.  Our  Rollover  Specialists  will  handle  the  rest.  If  you  want,  we  can  even 
open  your  account  right  over  the  phone  and  handle  most  of  the  paperwork  for  you. 


TROWEPRICE.COM/ROLLOVER 


1-866-893-3501 


T.RoweRice 


INVEST  WITH  CONFIDENCE 


As  ol  3/31/04,  the  Retirement  Funds'  total  expense  ratios  versus  their  individual  investor  Lipper  category  average  are  0.67%,  0.72%,  0.76%,  0.80%,  0.82%,  0.85%,  0.84%,  and  0.85%  for 
the  Retirement  2005, 2010, 2015, 2020, 2025, 2030, 2035,  and  2040  Funds,  respectively,  versus  1.56%  lor  the  flexible  portfolio  funds  category;  and  0.60%  for  the  Retirement  Income 
Fund  versus  1.19%  for  the  income  funds  category.  T.  Rowe  Price  Investment  Services.  Inc.,  Distributor.  IRAR069085 


The  Rest  Worst  Rosses 


Recipe  for  an  Honest  Salary 

Herewith,  some  suggestions  for  an  executive  pay  package  that  would 
create  incentives  but  not  a  shareholder  revolt  |  by  deborah  orr 


EDWARD  ZANDER,  THE  FORMER  SUN  MICROSYSTEMS  EXECU- 
tive,  left  Silicon  Valley  in  January,  risked  his  reputation  and 
braved  the  Chicago  weather  to  take  on  the  job  of  saving 
Motorola.  But  when  it  came  to  structuring  his  pay,  the  board 
of  the  cell  phone  gear  manufacturer  made  sure  Zander's  risk 
was  not  financial. 

He  stands  to  earn  $4  million  this  year  from  base  salary 
plus  a  guaranteed  bonus,  plus  another  $10  million  in  future 
stock  options  and  grants.  He  gets  those  goodies  whether  or 


BASE  PAY,  35% 

At  an  average  of  just  under  $1  million  a  year  for  the  country's  500 
largest  companies,  base  pay  is  usually  the  smallest  and  least  con- 
troversial form  of  compensation.  It's  the  dependable  income  that 
pays  the  mortgage  and  utilities.  It  enables  the  boss  to  take  a  chance 
with  the  rest  of  the  pay. 


not  he  improves  a  thing  at  the  Schaumburg,  111.  firm. 

What  happened  to  pay  for  performance?  This  proxy  sea- 
son plenty  of  boards  are  asking  themselves  that  question — or 
their  shareholders  are  asking  it  for  them.  More  than  half  of  the 
country's  largest  corporations  are  proposing  significant 
changes  to  how  they  configure  their  executive  pay. 

How  can  the  compensation  committee  satisfy  sharehold- 
ers and  keep  the  corner  office  happy?  A  few  suggestions,  cour- 
tesy of  large  pension  funds  such  as  Calpers  and  TIAA-CREF. 


the  options  with  a  higher  strike  price— rather  than  hand  him  an 
easy  $5.8  million  and  no  incentive  to  exceed  expectations? 

For  companies  without  a  lot  of  cash,  options  may  still  be  the  best 
way  to  keep  talent,  if  they  are  spread  around.  JDS  Uniphase,  the 
networking-gear  firm  in  San  Jose,  Calif.,  limits  the  share  of  option 
awards  going  to  top  executives  to  5%. 


BONUS,  25% 

If  it's  a  short-term  profit-sharing  scheme  or  a  reward  for  exceeding 
some  performance  goal,  it's  a  bonus.  But  if  it's  guaranteed— as  in 
Motorola's  case— it's  just  base  pay  by  a  dif- 
ferent name.  Some  boards  have  awoken  to 
the  distinction.  This  year,  in  a  new  policy, 
Maurice  (Hank)  Greenberg  of  AIG  will  have  to 
earn  his  bonus  by  performing  on  a  number  of 
measures  including  earnings  and  book  value 
per  share. 


How  they  were 
paid  last  year 


OPTIONS,  0%  to  35% 

No  form  of  pay  has  created  as  much  wealth 
or  inspired  as  much  outrage  as  the  stock 
option.  Options  aren't  all  bad.  But  too  many 
of  them  were  issued  at  too  low  a  price  dur- 
ing the  1990s  bull  market,  creating  nine- 
figure  windfalls  and  a  strong  incentive 
for  executives  to  sell  shares  and  lock 
in  gains. 

Schlumberger,  the  oil  services  com- 
pany, is  trying  to  limit  windfalls  by  cap- 
ping profits  on  Chief  Executive  Andrew 
Gould's  options  at  25%.  There  is  a  better 
way.  Instead  of  limiting  potential  gains,  why 
not  raise  the  performance  bar  for  Gould- 
make  him  improve  return  on  capital  or  issue 


The  chief  executives  at  the  500  largest  U.S.  companies 
made  an  average  $6.7  million  last  year,  most  of  it  from 
exercising  stock  options  and  rising  share  prices.  It's 
easy  to  hide  a  few  million  more.  Compensation  and 
perquisites  deferred  until  after  retirement  don't  appear 
in  last  year's  averages. 


RESTRICTED  STOCK,  0%  to  35% 

From  the  shareholders'  perspective,  the  person  running  a  company 
should  accumulate  wealth  the  same  way  Jeff  Bezos  or  Warren  Buf- 
fett  do:  with  share  price  appreciation. 
Restricted  shares  have  a  few  advantages 
over  options.  They  are  easier  to  value. 
Unlike  options,  they  will  always  be  worth 
something,  and  they  pay  dividends.  Empha- 
sis goes  on  the  word  "restricted":  no  selling 
or  hedging  until  after  retirement.  Otherwise 
the  award  is  a  handout  without  an  incentive. 

Boards  should  set  mandatory  ownership 
levels  for  all  executives  and  set  aside  a  por- 
tion of  their  pay  to  meet  those  requirements. 

PERKS,  SERPS  &  STEALTH  PAY,  5% 

Some  of  these  benefits  have  a  justifica- 
tion: a  life  insurance  policy,  a  corporate 
jet  for  business  travel,  a  pension  plan. 
But  decorating  an  executive's  house  or 
forgiving  millions  of  dollars  in  loans? 
Then  there  are  the  supplemental  execu- 
tive retirement  plans,  or  Serps,  for  execu- 
tives who  find  the  companywide  pension 
plan  inadequate,  and  salary  deferral  plans 
that  give  the  top  brass  a  tax  deferral  not 
available  to  the  rank  and  file.  Best  to  limit.  F 
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The  right  software  can  transform  your 
infrastructure  into  an  on-demand  environment. 

The  best  way  to  survive  any  business  crisis  is  to  avoid  it  altogether.  That's  why 
our  management  software  is  designed  to  make  your  business  more  responsive 
than  ever.  It  lets  you  align  your  IT  to  fit  your  business  needs.  And  it's  seamlessly 
integrated.  As  a  result,  you  can  maximize  your  resources  and  increase 
profitability.  To  find  out  more  about  transforming  your  IT  environment  for 
business  success,  go  to  ca.com/management1. 


©  2003  Computer  Associates  International,  Inc.  (CA).  All  rights  reserved. 


The  Rest  Worst  Bosses 


Blame  the 
Board 

Does  the  amount  of  money  paid 
board  directors  influence  company 

performance?  |  by  neil  Weinberg 


CENDANT  CORP.  CHIEF  EXECUTIVE  HENRY  SILVERMAN  HAS 
been  bashed  by  the  media  for  taking  home  princely  pay  even 
as  his  shareholders  have  suffered  one  of  the  worst  stock  price 
performances  around.  Less  well  known  is  that  Cendant's 
independent  directors  are  richly  paid,  too. 

Their  $138,000  average  annual  compensation  is,  in  fact, 
nearly  three  times  what  directors  earned  at  the  five  companies 
whose  stock  prices  have  appreciated  the  most  relative  to  their 
industries'  over  the  past  half-dozen  years  (one  of  four  criteria 
used  in  the  table  below),  according  to  data  provided  by 
BoardEx,  a  firm  that  analyzed  corporate  board  pay  for  FORBES. 

Could  there  be  a  connection  between  fat  pay  for  directors 
and  thin  returns  for  shareholders?  FORBES  turned  up  some  ev- 
idence of  that.  We  ranked 
194  companies  in  stock 
performance  over  the  past 
six  years  relative  to  their  in- 
dustry averages.  Then  we 
looked  at  average  director 
pay  at  the  best  and  worst 
companies  by  this  perfor- 
mance measure.  At  $69,887 
each,  outside  directors  at  the 
five  laggards  earned  1.6 
times  what  outside  directors 
did  at  the  five  leaders. 

At  long-suffering  Hilton 
Hotels,  Chief  Executive 
Stephen  Bollenbach's  aver- 
age $2.3  million  annual 
pay  wasn't  excessive;  the 
$89,000  paid  to  each  of  his 
four  outside  directors  last 
year  was. 

At  wireless  technology 
developer  Qualcomm,  in 
contrast,  Chief  Executive 
Irwin  Jacobs  has  done  very 


Nice  Job  If  You  Can  Get  It 


$461,000 
$350,000 
$50,000 


Figures  based  on  pay-versus-performance  companies 

well,  taking  home  $  1 5  million  a  year.  His  shareholders  have  also 
been  rewarded  with  a  stock  price  that  has  done  38%  better 
annually  than  the  industry  average.  Qualcomm's  1 1  outside 
directors,  meanwhile,  each  took  home  a  modest  $27,000  last 
year — a  little  over  one-third  what  independents  got  at  the  five 
laggards. 

What  might  explain  the  inverse  correlation  between  director 
pay  and  shareholder  returns?  Quite  possibly  the  hesitancy  of 
board  members  with  cushy  sinecures  to  challenge  a  boss  who 
helped  land  them  the  job.  Board  members  with  less  cash  at  stake 
in  their  board  jobs,  on  the  other  hand,  can  presumably  afford  to 
be  bolder  with  their  legal  assignment,  which  is  to  make  demands 
on  the  chief  executive  and  fire  him  if  he  doesn't  deliver.  F 


Best-Performing  CEOs'  Company  Boards 

BOARD  COMPENSATION  ($TH0U) 


NUMBER 


AVERAGE 


OF  OUTSIDE 

COMPANY  DIRECTORS 

CASH 
PORTION 

EQUITY 
PORTION 

TOTAL 

PER 
DIRECTOR 

Amazon.com 

6 

$0 

$2,352 

$2,352 

$392 

New  York  Community  Bancorp 

6 

254 

957 

1,212 

202 

L-3  Communications 

6 

253 

60 

313 

52 

Commerce  Bancorp  10 

193 

346 

539 

54 

Paccar 

7 

350 

70 

420 

60 

Wbrst-Performing  CEOs'  Company 

Boards 

Masco 

6 

$160 

$0 

$160 

$27 

Hilton  Hotels  1 

1 

685 

292 

977 

89 

Walt  Disney  1 

0 

405 

167 

572 

57 

Eli  Lilly  1 

0 

409 

495 

904 

90 

Textron                    ,  1 

4 

1,161 

109 

1,270 

91 

Latest  available  data.  Cash  portion  includes  annual  retainers  and  meeting  fees.  Equity  portion  includes  the  value  of  company  stock 
awards,  long-term  incentive  awards  (assumption  of  100%  realization/achievement  of  targets)  and  value  of  option  grants  at  the  end 

of  the  company's  fiscal  year. 
Source:  BoardEx. 
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Cingular  proudly  powers  more  wireless 
email  devices  than  any  other  carrier. 

One  doesn't  become  the  largest  provider  of  wireless 
email  in  the  country  without  a  few  notable  achievements. 
For  starters,  we've  been  providing  wireless  email  to  the 
world's  most  prominent  companies  for  more  than  a 
decade  -  longer  than  any  other  wireless  provider.  And 
we  have  the  most  experienced  BlackBerry®  in-house 
BLACKBERRY    support  staff  to  assist  you.  Clients  count  on  our  expertise, 
dependability,  and  innovation  to  support  their  businesses.  No  wonder 
Cingular  easily  gets  more  thumbs  up.  And  keeps  them  there. 


X  cingular 

fits  you  best 


1-866-612-5880 
www.cingular.com 


The  RIM  and  BlackBerry  families  of  related  marks,  images,  and  symbols  are  the  exclusive  properties  of  and  trademarks  or  registered  trademarks  of  Research  In  Motion  bmited  use  by  permission  RIM  and  Research  in  Motion  are  registered 
with  U  S  Patent  and  Trademark  Office  and  may  be  pending  or  registered  in  other  countries.  The  graphic  icon  and  Cingular  Fits  You  Best  are  service  marks  of  Cingular  Wireless  LLC  ©2004  Cingular  Wireless  LLC  All  rights  reserved. 
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v 


id'mpanies  are  always  searching  for  the  next 


great  new  product.  One  juice  maker  decided  their  key 


to  success  was  making  a  better-tasting  orange  juice 


Working  with  Cargill  led  to  an  important  discovery. 


Much  like  grapevines,  orange  trees  of  a  certain 


age  produce  more  flavorful  juice.  Cargill  found  a  way 
to  source  oranges  only  from  those  trees,  process 
them  and  ship  them  in  a  separate  supply  chain.  Now 
the  company  is  marketing  a  better-tasting  juice  made 
from  specially  selected  oranges,  and  toasting  its 
success.  This  is  how  Cargill  works  with  customers. 
collaborate    >   crbate  >  succeed 


Cargill 


Nourishing  Ideas.  Nourishing  People: 


What  the  Bo< 


The  heads  of  America's  500  biggest 
companies  got  an  aggregate  8%  pay  raise 
last  year,  earning  total  compensation  of 
$3.3  billion.  That  helps  reverse  the  35%  pay 
hit  they  took  in  2002.  According  to  Forbes' 
definition,  total  pay  includes  the  latest  fiscal 
year's  salary  and  bonus;  "other"  compensa- 
tion, such  as  vested  restricted  stock  grants; 
and  "stock  gains,"  the  value  realized  by 
exercised  stock  options.  For  more  data  on 
executive  pay,  go  to  www.forbes.com/ceos. 


The  Top  Earners  in  2003 

1-YEAR  TOTAL  COMPENSATION  ($THOU) 


1 

Reuben  Mark/Colgate-Palmolive 

$147,970 

2 

George  David/United  Technologies 

70.527 

3 

Richard  S  Fuld  Jr/Lchman  Bros  Holdings 

67.682 

4 

Henry  R  Silverman/Cendant 

60.023 

5 

Dwight  C  Schar/NVR 

58.105 

6 

Lawrence  J  Ellison/Oracle 

40.589 

7 

Richard  M  Kovacevich/Wells  Fargo 

37,842 

8 

Howard  Solomon/Forest  Labs 

36.089 

9 

James  E  Cayne/Bear  Stearns  Cos 

33.925 

10 

Todd  S  Nelson/Apollo-Education  Group 

32.812 14 

STOCK 


RANK 

SALARY j 

.B0iWS__  

STOCK 

TOTAL 

OWNED 

COMPANY/CHIEF  EXECUTIVE 

AMONG 
500  CEOS 

Sthou 

1-YEAR 
CHANGE  % 

OTHER 
Sthou 

GAINS 
$thou 

1-YEAR 
Sthou 

5- 
$ 

VALUE 

$mil 

Abbott  Laboratories/Miles  D  White 

214 

Ol 

dl 

4,175 

I 

i 

7,826 

22.0 

Adobe  Systems/Bruce  Chizen 

162 

1,842 

bb 

6.094 

n 
O 

1.9853 

0.9 

Advanced  Micro/Hector  de  J  Ruiz 

457 

957 

7 

1,065 

NA 

0.8 

AES/Paul  T  Hanrahan 

355 

2,162 

82 

mm 

2,244 

NA 

0.8 

Aetna/John  W  Rowe 

30 

3,242 

-7 

8,407 

7,589 

19,239 

3 

5,5393 

8.4 

Affiliated  Computer/Jeffrey  A  Rich 

86 

2,250 

43 

103 

7,928 

10,282 

3 

8,947 

5.0 

Aflac/Daniel  P  Amos 

31 

3,166 

-1  R 
ID 

149 

15,888 

19,202 

c 

7,890 

275.53 

Agilent  Technologies/Edward  W  Barnholt 

385 

1,333 

44 

8 

588 

1,930 

i 

4,021 

1.7 

Air  Prods  &  Chems/John  P  Jones  III 

297 

1,594 

-9 

359 

956 

2,910 

8,084" 

8.5 

Albertsons/Lawrence  R  Johnston 

128 

1,933 

NA 

5,794 

7,727s 

NA 

9.2 

Alcoa/Alain  J  P  Belda 

176 

2,517 

26 

371 

2,488 

5,375 

~~ 6 

0,089 

34.2 

Alliant  Energy/Erroll  B  Davis  Jr 

479 

685 

0 

60 

'  - 

745 

6,059 

2.7 

Allied  Waste  Inds/Thomas  H  Van  Weelden 

308 

1,594 

14 

92 

1,079 

2.765 

1 

0.422 

32.8 

Allmerica  Financial/Frederick  H  Eppinger  Jr 

409 

1.1501 

NA 

500 

— . 

1,650 

NA 

0.6 

Allstate/Edward  M  Liddy 

92 

4,962 

20 

4,818 

45 

9,824 

3 

0.895 

16.4 

Alltel/Scott  T  Ford 

203 

2,740 

-9 

1,739 

— 

4,478 

NA 

3.9 

Altria  Group/Louis  C  Camilleri 

44 

4,165 

31 

6.726 

4,236 

15,127 

NA 

32.9 

Amazon.com/Jeffrey  P  Bezos 

489 

82 

0 

— 

82s 

410 

4.975.9 

Ambac  Financial  Group/Robert  J  Genader 

91 

1,288 

NA 

279 

8,362 

9,9286 

NA 

40.9 

Amerada  Hess/John  B  Hess 

266 

3,250 

35 

12 

3,262 

J 

7,666 

366.8 

Ameren/Charles  W  Mueller 

413 

1.418 

31 

215 

- 

1,633 

5,781 

2.9 

American  Electric/Michael  G  Morris 

356 

2,230l 

NA 

— 

2.230 

NA 

9.9 

American  Express/Kenneth  1  Chenault 

65 

4,500 

20 

4,717 

3,431 

12,648 

6 

4.1963 

71.7 

American  Financial  Group/Carl  H  Lindner 

375 

1,940 

42 

80 

- 

2,020s 

8,693 

258.8 

American  Intl  Group/Maurice  R  Greenberg 

55 

7,500 

25 

89 

7.006 

14,595 

12 

4,046" 

3.237.9 

American  Standard/Frederic  M  Poses 

87 

2,680 

12 

7,589 

';'\V.w:..' 

10,269 

2 

0.7393 

20.8 

AmerisourceBergen/R  David  Yost 

241 

1,955 

44 

1,595 

3,550 

1 

0,073 

20.6 

Ameritrade  Holding/Joseph  H  Moglia 

184 

1,744 

4 

3,278 

- 

5,022 

2 

1.3644 

12.9 

Amgen/Kevin  W  Sharer 

96 

3,573 

29 

748 

5,358 

9,679 

6 

5,726 

1.7 

AMR/Gerard  J  Arpey 

482 

580 

NA 

— 

580s6 

NA 

AmSouth  Bancorp/C  Dowd  Ritter 

146 

2,860 

-23 

2,864 

6,872 

3 

3,553 

iaa 

Anadarko  Petroleum/James  T  Hackett 

378 

2.0001 

NA 

2,000 

NA 

10.3 

Analog  Devices/Jerald  G  Fishman 

47 

14 

14,998 

8 

5,901 

1.6 

See  footnotes  on  page  148 
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Knowledge  is  power.  Feel  free  to  flex. 


Introducing  Citigroup's  Office  of  Financial  Education.  When  you  understand  your  finances,  the  rest 
of  your  life  works  better.  Access  to  financial  information  can  help  everyone  make  the  most  of  their 
money  and  their  lives.  We  work  with  people,  businesses  and  institutions  to  help  them  manage  their 
finances  wisely.  We  support  financial  education  programs  and  organizations  in  more  than  40  countries 
because  we  believe  knowledge  is  your  greatest  asset.  Visit  citigroup.com  for  more  information. 


Financial  education.  Knowledge  is  your  greatest  asset. 


citigroupj 


ExecutivePay 


COMPANY/CHIEF  EXECUTIVE 


Anheuser-Busch  Cos/Patrick  T  Stokes 
Anthem/Larry  C  Glasscock 
Aon/Patrick  G  Ryan 
Apache/G  Steven  Farris 
Apollo-Education  Group/Todd  S  Nelson 
Apple  Computer/Steven  P  Jobs 


Applied  Materials/Michael  R  Splinter 

Aramark/William  Leonard 

Archer  Daniels/G  Alien  Andreas 

Archstone-Smith/R  Scot  Sellers 

ArvinMeritor/Larry  D  Yost 

Ashland/James  J  O'Brien 

Associated  Banc-Corp/Paul  S  Beideman 

Assurant/J  Kerry  M  Clayton 

Astoria  Financial/George  L  Engelke  Jr 


■RANK 
AMONG 
500  CEOS 

78 

17 
325 
352 

10 
494 
236 
273 
289 
237 
451 
436 
396 
261 

57 


9001 
1,490 
2,796 
2,430 

989 
1,139 
1.0201 
2,434 
1,475 


1-YEAR 
CHANGE  % 


11 
1 

111 
20 
46 

NM 
NA 
NA 
9 
-1 

-59 
26 
NA 
4 


What  the  Boss  Makes 

1 


COMPENSATION 


1 

21,618 
161 
276 


-27 


Billionaire's  Club:  Berkshire's  Warren  Buffett,  with 
$48  billion  in  company  stock  (up  36%  from  last 
year),  leads  this  group  of  22  members. 


AT&T/David  W  Dorman 
AT&T  Wireless/John  D  Zeglis 
Autoliv/Lars  Westerberg 
Automatic  Data/Arthur  F  Weinbach 
AutoNation/Michael  J  Jackson 
AutoZone/Steve  Odland 
Avaya/Donald  K  Peterson 


Avery  Dennison/Philip  M  Neal 

Avnet/Roy  Vallee 

Avon  Products/Andrea  Jung 


Baker  Hughes/Michael  E  Wiley 

Ball/R  David  Hoover 

Bank  of  America/Kenneth  D  Lewis 


Bank  of  New  York/Thomas  A  Renyi 
Bank  One/James  Dimon 
Banknorth  Group/William  J  Ryan 
Baxter  Intl/Harry  M  Jansen  Kraemer  Jr 
BB&T/John  A  Allison  IV 
Bear  Stearns  Cos/James  E  Cayne 
Becton  Dickinson/Edward  J  Ludwig 
Bed  Bath  &  Beyond/Steven  H  Temares 
BellSouth/F  Duane  Ackerman 
WR  Berkley/William  R  Berkley 
Berkshire  Hathaway/Warren  E  Buffett 
Best  Buy/Bradbury  H  Anderson 
Biogen  Idee/James  C  Mullen 
Biomet/Dane  A  Miller 


154 
945 
753 
70 
8,166 
528 
1,550 
2,768 
6,413 
303 
1,148 
219 
873 
22,716 


11,618 
Hi  24,970 

-  2,536 

-  2,258 


54       28,283  32,812" 


3,120s 
2,960 
3,673 
1,114 
1,328 
1,806 
3,299 
14,309s 


NA 

46,7873 
16,781 
NA 
NA 
87,568 
NA 
NA 
13,042 
16,836 
8,322 
NA 
NA 
7,020" 
27,433 


BJ  Services/J  W  Stewart 

Black  &  Decker/Noian  D  Archibald 


845 
14,651 


8,874 
3,355 
3,142 
3,049 
2,838 
2,661 
2,917 
2,246 
1.085 

10,684 
2,446 
5,404 
9,643s 

11,782 

20,954 
2,164 
2.025 
2,433 

33,925 
2,926 
8336 

10,841 

19,604 
100 
3,126 
900 
546 
3,900 

11,762 


30,8414 
17.7113 

5,826 
31,954 
10,594 

6,475" 
30,8963 
25,973 

7,888 
25,148 
11,344s 
14,9443 
21,161" 
69,377 
37,1263 
13,065 
14,125 
16,642 
139,008 

8,746 


NA 

30,906 
35,076 
500 
NA 


NA 

2,319 
46.257 
57,797 


STOCK 
OWNED 
VALUE 
Smil 

21.6 


4.41 
1.4l 
26.91 
2.2I 

6.0 
12.81 

7.2 
3.0 
5.5 
7.7 
22.6 
44.8 
50.6 
133.5 
3.7 
21.7 
13.61 
580.6 
5.1 
0.4 
12.6 
387.6 
48.042.1 
95.7 
2.6 
289.4 
24.4 
18.5 


See  footnotes  on  page  148. 
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The  Dow  Chemical  Company's  archives  held  5.5  million  pages 
of  R&D.  To  help  researchers  access  them  in  minutes  instead  of 
days,  they  turned  to  Xerox  for  the  correct  formula. 
There's  a  new  way  to  look  at  it. 


THE  DOCUMENT  COMPANY 

Learn  more:  www.xerox.com/learn  For  a  sales  rep:  1-800-ASK-XEROX  ext.  LEARN 

«  2004  XEROX  CORPORATION  All  rights  reserved  XEROX."  The  Document  Company*  and  There's  a  new  way  to  look  at  it  are  trademarks  of  XEROX  CORPORATION. 


XEROX 


TVX"fi  C1 1 1 1 VC  r  3Vwhat  the  Boss  Makes 

J  COMPFNSATION  ST 


PDMPANY/CHIEF  EXECUTIVE 

RANK 

HIVIUliU 

500  CEOS 
 1 

SAI ARYA.  RflNIIS 

1-YEAR 
Sthou       CHANGE  % 

OTHER 
Sthou 

STOCK 
GAINS 
Sthou 

TOTAL 

1-YEAR 
Sthou 

5-YEAR 
Sthou 

OWNED 
VALUE  1 

Smil 

H&R  Block/Mark  A  Ernst 

422 

o 

____J 

ESU 

4,6574 

5.2l 

Boon   /Harry  C  Stonecipher 

350 

1.5921 

NA 

2,284 

NA 

24.51 

Boston  Properties/Edward  H  Linde 

420 

1,589 

-        1,590  | 
1  2,026 

5,032 

448.9 

Boston  Scientific/James  R  Tobin 

372 

1,923 

C  -L 

7,887 

2.7 

Bristol-Myers  Squibb/Peter  R  Dolan 

265 

3,225 

193 

50 

— 

3,275 

10.2973 

7.7 

Brown-Forman/Owsley  Brown  II 

366 

1,641 

89 

463 

—  ■ 

2,104 

9,468 

1,023.3 

Burlington  Santa  Fe/Matthew  K  Rose 

434 

1,268 

13 

75 

— 

1,343 

6,2983 

6.9 

Burlington  Resources/Bobby  S  Shackouls 

99 

2,045 

-6 

3.403 

4,130 

9,577 

23,493 

16.6 

Cablevision  NY  Group/James  L  Dolan 

233 

1,600 

o 

341 

1.786 

3,727s 

24,952 

57.8 1 

Caesars  Entertainment/Wallace  R  Barr 

331 

2,223 

36 

281 

— 

2,504 

NA 

0  4I 

Calpinc/Peter  Cartwright 

260 

3,250 

225 

84 

HHHH 

3.334 

67,075 

Campbell  Soup/Douglas  R  Conant 

305 

2,630 

-1G 

192 

HBHK 

2,822 

7,795" 

4.7 

Capital  One  Financial/Richard  D  Fairbank 

491 

 8 

NA 

68 

mm 

68 

169.6033 

62.0 

Cardinal  Health/Robert  D  Walter 

48 

3,127 

-16 

148 

11.720 

14,995 

38,040 

314.5 

Caremark  Rx/Edwin  M  Crawford 

400 

1.5008 

10 

260 

1,760 

19,236 

1.7 

Caterpillar/James  W  Owens 

259 

1,353 

NA 

259 

1,724 

3,3366 

NA 

7.1 

CDW/John  A  Edwardson 

275 

1,676 

NA 

1,410 

■HH 

3,086s 

NA 

13.7 

Cendant/Henry  R  Silverman 

4 

17,138 

55 

5,726 

37,160 

60,023 

264,927 

197.8 

CenterPoint  Energy /David  M  McClanahan 

427 

1,222 

NA 

212 

BR 

1,434s6 

NA 

0.8 

Centex/Timothy  R  Eller 

98 

7,587 

NA 

2,040 

9,6276 

NA 

26.8 

CenturyTel/Glen  F  Post  III 

221 

1,969 

23 

309 

1,703 

3,982 

18,965 

6.0 

Charter  Commun/Carl  E  Vogel 

444 

1,150 

NA 

82 

— 

1,232 

NA 

3.5 

Charter  One  Finl/Charles  John  Koch 

174 

1,957 

8 

16 

3,427 

5,400 

14,891 

39.3 

ChevronTexaco/David  J  O'Reilly 

117 

4,463 

151 

3,360 

633 

8,456 

26,860 

3.7 

Chiron/Howard  H  Pien 

327 

2.2601 

NA 

262 

w  - 

2,522 

NA 

1.3 

Chubb/John  D  Finnegan 

127 

3,465 

NA 

4,319 

ISP 

7,784 

NA 

3.5 

Cigna/H  Edward  Hanway 

126 

3,130 

206 

4,696 

7,826 

57,628 

28.3 

Cincinnati  Financial/John  J  Schiff  Jr 

466 

934 

14 

IB9M 

934 

7,422 

198.2 

Cinergy/James  E  Rogers 

62 

3,171 

27 

5,839 

4.368 

13,378 

34,243 

29.8 

Cintas/Scott  D  Farmer 

428 

500 

NA 

8 

902 

1,409s 

NA 

40.1 

Cisco  Systems/John  T  Chambers 

494 

 12 

NM 

- 

- 

279,276 

50.0 

CIT  Group/Albert  R  Gamper  Jr 

199 

3,100 

14"? 

1,535 

4,635 

32,860 

15.4 

Citigroup/Charles  0  Prince 

38 

7,604 

NA 

4,075 

4,588 

16,266s 

NA 

61.2 

City  National/Russell  Goldsmith 

2,000 

3 

24 

4.462 

6,486 

17,291 

224.5 

Clear  Channel  Commun/L  Lowry  Mays 

2,013 

-33 

2,018 

43,473 

1.196.2 

Clorox/Gerald  E  Johnston 

1,473 

NA 

1,362 

750 

3.586s 

NA 

6.1 

CMS  Energy/Kenneth  Whipple 

2,776 

NA 

- 

2,776 

NA 

5.3 

Coca-Cola/Douglas  N  Daft 

5,500 

365 

672 

6.537 

30,428 

107.8 

Coca-Cola  Enterprises/John  R  Aim 

1,857 

NA 

119 

— ■ 

1,976s 

NA 

22.9 

Colgate-Palmolive/Reuben  Mark 

:  '  L 

5,050 

A 

11,919 

131,000 

147,970 

266,220 

312.7 

Comcast/Brian  L  Roberts 

8,001 

1  1 

XX 

622 

5.629 

14,252 

NA 

290.6 

Comerica/Ralph  W  Babb  Jr 

384 

1,763 

1  T1 

loi 

188 

IT.. 

1,951 

7.1083 

5.1 

Commerce  Bancorp/Vernon  W  Hill  II 

339 

2,250 

29 

171 
79 

2,421s 

8,616 

98.1 

Commerce  Bancshares/David  W  Kemper 

437 

1,212 

5 

- 

1,291 

9,845 

202.4 

Compass  Bancshares/D  Paul  Jones  Jr 

311 

1.971 

-12 

646 

132 

2,750 

12,633 

52. C 

Computer  Associates/Sanjay  Kumar 

462 

1,000" 

0 

28 

— 

1,028 

19.5604 

30.3 

Computer  Sciences/Van  B  Honeycutt 

398 

1,1898 

2 

1,772 

11,509 

0.3 

ConAgra  Foods/Bruce  Rohde 

156 

3,516 

-10 

6.409 

20,761 

14.1 

ConocoPhillips/James  J  Mulva 

120 

4,979 

67 

8,252 

46,999 

57.2 

Conseco/William  J  Shea 

274 

3,026 

61 

3,095 

NA 

16.4 

Consolidated  Edison/Eugene  R  McGrath 

137 

2,587 

5 

7.212 

17,010 

5.1 

See  footnotes  on  page  148 
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ARE  DIFFERENT  DEPARTMENTS  CONTRACTING  THE  SAME  SERVICE  AT  MULTIPLE  RATES? 

Every  day,  millions  of  dollars  are  inadvertently  lost  due  to  inconsistent  spend  contracts- 
ranging  from  temp  labor  hires  to  facilities  maintenance.  When  you  institute  best  practices 
to  regulate  your  procurement  of  services,  that's  Spend  Management.  And  that's  Ariba. 
We  can  help  set  standards  that  help  everyone  work  smarter  and  transform  your  business. 
To  get  your  complimentary  copy  of  our  "Five  Step  Guide  to  Services  Spend  Management 
Success','  please  call  us  at  1-866-772-742  2  or  visit  www.ariba.com/service. 


Ariba  Impacts: 

Temp  Labor 
IT  Consulting 
Facilities 
Print 

Marketing 
Construction 
Housekeeping 
and  more... 


ARIBA® 

This  is  Spend  Management 


STRATEGY 


ANALYSIS 


SOURCING 


PROCUREMENT 


SUPPLIERS 


i 


ant  a  way  to  make  business 
travel  better?  Combine  it  with  a  leisure 
trip.  Simply  tack  a  weekend  stay  onto 
the  end  of  a  midweek  trip.  Go  early  to  a 
business  destination,  and  spend 
a  few  days  on  your  own  time  before 
the  meetings  start.  Or  take  the  kids  on 
the  next  business  trip.  However  you  do 
it,  make  sure  to  do  it  at  a  hotel  that 
understands  the  need  to  have  a  little  fun 
while  you  work. 

"Radisson  is  helping  guests  embrace 
this  trend  by  inviting  business  travelers 
to  'Stay  Your  Own  Way,'"  says  Larry 
Winston,  vice  president  of  sales, 
Radisson  Hotels  &  Resorts®.  "This  cam- 
paign speaks  directly  to  travelers' 
desires  to  have  more  control  over  their 
hotel  experience  —  especially  when  they 
are  arriving  early  or  staying  over  to  spend 
quality  time  with  family." 

This  spring  and  summer,  for  example, 
Radisson  is  offering  a  "Stay  for  the  Fun 
of  It"  package.  Until  Sept.  7,  Radisson 
hotels  in  the  U.S.,  Canada,  the  Caribbean 
and  Mexico  will  offer  couples  and  fami- 
lies a  great  rate  and  their  choice  of  break- 
fast, appetizers  or  dessert. 

At  Country  Inns  &  Suites  By  Carlson, 
guests  booking  the  "Summer  Family 
BookBreak  package  featuring  Lemony 
Snicket"  will  receive  a  special  family  rate, 
a  free  stay  for  kids  18  and  under  with 
parent,  free  breakfast  and  a  book  bag 
filled  with  surprises.  The  promotion  runs 
until  September  15  and  coincides  with 
the  unveiling  of  a  new  children's  book 
section  of  Country  Inns  &  Suites'  popular 
in-house  lending  library  called  "Book  It 


And  Return"  where  the  hotel  chain  lends 
books  to  guests  based  on  the  assurance 
that  they  will  return  the  book  on  their  next 
visit.  For  every  book  returned,  a  donation 
is  made  to  a  literacy  organization. 

At  Park  Inn,  Summer  Celebration 
includes  great  rates  and  a  TripClipper. 
The  savings  booklet  offers  discounts  on 
future  stays  at  Park  Inn,  special  Park  Inn 
packages  and  discounts  for  families  to 
enjoy  while  traveling  or  at  home. 

Another  way  to  make  business  travel 
more  pleasurable  is  to  know  that  you're 
getting  the  best  rate.  A  new  plan 
from  Carlson  Hotels  Worldwide  ensures 
that  guests  will  find  the  best  online 
room  rates  on  the  hotel  brand's  Web 
sites:  radisson.com,  parkplaza.com, 
countryinns.com  and  parkinn.com. 

"We  want  our  customers  to  know 
that  we  value  their  time,"  says  Brian 
Stage,  executive  vice  president  for  sales, 
distribution  and  reservation  services. 
"We  want  our  guests  to  know  that  the 
best  available  online  rate  is  on  our  brand 
web  site.  Customers  no  longer  need  to 
waste  valuable  time  checking  numerous 
sites  to  ensure  the  best  rate." 

The  company  stands  behind  its 
guarantee,  too.  If  a  customer  finds  a 


lower  online  rate,  that  lower  rate  will  b> 
honored,  and  an  additional  25%  discour 
will  be  given.  (Complete  details  of  th> 
guarantee  are  on  the  brand  Web  sites.) 

And  there's  another  way  to  combin' 
business  and  pleasure  on  the  road:  Sta 
at  a  great  hotel  at  a  great  destination. 

The  Radisson  Plaza  Hotel  Myrtl* 
Beach  Convention  Center  offers  firs] 
class  accommodations  in  the  heart  of 
beachfront  community.  The  hotel  corr 
bines  business  and  pleasure  in  a  stylis 
way  and  features  a  covered  pool,  hot  tut 
business  center,  exercise  room  and 
club  level  on  the  top  two  floors  —  it's  a 
adjacent  to  the  Myrtle  Beach  Conventio 
Center,  which  is  connected  to  the  hote 
via  the  second-floor  lobby  and  lounge. 

The  Country  Inns  &  Suites  in  Bloorr 
ington,  Minnesota,  is  across  from  th 
Mall  of  America,  the  nation's  larges 
tourist-attraction  mall.  Just  three  mile 
from  Minneapolis  Airport,  the  propert 
offers  cozy  accommodations,  compl 
mentary  breakfast,  high-speed  Interne 
access  and  two  onsite  restaurants. 

The  Park  Inn  in  Rockville,  Marylanc 
is  close  to  all  the  attractions  c 
Washington,  D.C.,  and  the  hotel  offer 
complimentary  transportation  to  thre^ 
Metro  stations.  The  White  Flint  Mall  i 
across  the  street,  and  the  hotel  offer 
onsite  fitness  facilities,  a  swimming  poc 
and  many  other  amenities. 

Carlson  Hotels  Worldwide's  more  tha 
870  hotels  and  resorts  in  67  countries 
and  five  brands  spanning  luxur 
to  economy,  are  ready  to  serve  yoi 
travel  needs.  I 


.  provide  the  amenities  that  let  you  Stay  Your  Own  way.  Book  online  at  www.radisson.com  or  call  1-800-333-3333. 


BESTONLINE  RAT 


f       ~     HOTELS  &  RESORTS 


Now  when  you're  looking  for  a  great  rate  at  Radisson,  just  visit  radisson.com 
and  get  connected  to  the  best  available  rates  online.  Every  day.  Guaranteed. 


STAY  YOUR  OWN  HAY 


ExecutivePa 


COMPANY/CHIEF  EXECUTIVE 


Constellation  Brands/Richard  Sands 
Constellation  Energy/Mayo  A  Shaftuck 
Continental  Airlines/Gordon  M  Bethune 
Corning/James  R  Houghton 
Costco  Wholesale/ James  D  Sinegal 
Countrywide  Financial/Angelo  R  Mozilo 
Coventry  Health  Care/Allen  F  Wise 
Cox  Communications/James  0  Robbins 
CSX/Michael  J  Ward 
CVS/Thomas  M  Ryan 
Dana/Michael  J  Burns 
Danaher/H  Lawrence  Culp  Jr 
Darden  Restaurants/Joe  R  Lee 
Dean  Foods/Gregg  L  Engles 
Deere  &  Co/Robert  W  Lane 


What  the  iioss  Make; 


 TOTAL 

1-YEAR  5-YEAR 
Sthou  Sthou 


2,133 
1,828s 
1,141 
3,833 
1,879 
20,762s 
17,160s 
3,340 
991 
8,419 
1,132 
4,712 
5,030 
7,493s 
2,376 


3,935 
NA 
36,326 
NA 
9,812 
46,001 
25,378 
13,773 
NA 
37,918 
NA 
14.3773 
22,566 
19,286 
8,2633 


STOCK 
OWNED 
VALUE 

Smil 

294.4 
3.7 
1.6 
13.9 
123.6 
26.8 
34.2 
11.1 
7.6 
24.9 
3.5 
4.0 
24.7 
48.9 
3.9 


Dynamic  Duo:  At  the  helm  for  41  years,  Golden  West's 
Marion  Sandler  and  husband  Herbert  have  delivered  a 
23%  annualized  return  to  shareholders  since  1975. 


Dell/Michael  S  Dell 

249 

3,430 

169 

3,436s 

526,498 

11,071.71 

Delphi/J  T  Battenberg  III 

303 

1,675 

-55 

1,154 

: 

2,829 

21,940 

7.0| 

Delta  Air  Lines/Gerald  Grinstein 

485 

5001 

NA 

■  -:  ' 

500 

NA 

Devon  Energy/J  Larry  Nichols 

310 

2,215 

34 

11 

531 

2,757s 

9,065 

31.21 

DirecTV  Group/Chase  Carey 

NA 

«~  ' 

%::-  — 

NA 

Walt  Disney/Michael  D  Eisner 

134 

7.25010 

21 

68 

:'  — 

7,318 

137,924 

361.61 

Dollar  General/David  A  Perdue  Jr 

416 

1.6201 

NA 

';•  • — 

1,620 

NA 

1.5l 

Dominion  Resources/Thos  E  Capps 

150 

2,530 

10 

696 

3,383 

6,609 

28.128 

26.9| 

Doral  Financial/Salomon  Levis 

239 

3,600 

0 

/— ' 

3,600 

17,766 

19.3  1 

Dover/Thomas  L  Reece 

267 

2,350 

60 

900 

3,255 

12,805 

12  el 

Dow  Chemical/William  S  Stavropoulos 

84 

3,600 

96 

1,326 

5,510 

10,436 

NA 

15  ol 

DST  Systems/Thomas  A  McDonnell 

247 

1,517 

-2 

1,944 

3,461 

59,220 

29.51 

DTE  Energy/Anthony  F  Earley  Jr 

351 

1,241 

-36 

1,033 

'        —  ■ 

2,274 

12,475 

4.5l 

El  du  Pont  de  Nemours/Charles  0  Holliday  Jr 

248 

2,418 

-26 

961 

64 

3,443 

15,240 

19  e| 

Duke  Energy/Paul  M  Anderson 

493 

NA 

— 

39 

39 

NA 

10.ll 

Dynegy/Bruce  A  Williamson 

374 

2,000 

NA 

22 

-• 

2,022 

NA 

3.1 

E-Trade  Financial/Mitchell  H  Caplan 

365 

2,100 

NA 

10 

-  M-v 

2,110s6 

NA 

3.9 

Eastman  Chemical/J  Brian  Ferguson 

435 

1,093 

8 

241 

vt  "• 

1,334 

NA 

1.6 

Eastman  Kodak/Daniel  A  Carp 

172 

2,990 

-11 

2,485 

..."  — " 

5,476 

15,082 

6.6 

Eaton/Alexander  M  Cutler 

136 

2,455 

-9 

1,957 

2,840 

7,252 

18.8843 

23.1 

Ebay/Margaret  C  Whitman 

358 

2,073 

210 

119 

2,192 

3,973 

971.2 

EchoStar  Commun/Charles  W  Ergen 

280 

284 

-55 

91 

2,656 

3,031 

23,736 

7,818.7 

Ecolab/Allan  L  Schuman 

133 

2,663 

10 

523 

4,139 

7,325 

52,216 

17.6 

Edison  International/John  E  Bryson 

145 

2,765 

37 

3,844 

389 

6,998 

19,097 

6.8 

El  Paso/Douglas  L  Foshee 

319 

2.6501 

NA 

• 

2,650 

NA 

0.9 

Eiectronic  Arts/Lawrence  F  Probst  III 

41 

1,797 

13 

i 

13,724 

15,521 

56,617 

45.8 

-mic  Data  Sys/Michael  H  Jordan 

410 

1.5401 

NA 

109 

,  ■    —  • 

1,649 

NA 

0.6 

-eph  M  Tucci 

254 

2,713 

62 

124 

3,371 

8,563* 

4.7 

"lectric/David  N  Farr 

368 

2,000 

40 

95 

2,095 

7,8263 

17.4 
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t  the  Boss  Makes 


COMPANY/CHIEF  EXECUTIVE 


Energy  East/Wesley  W  von  Schack 


Engelhard/Barry  W  Perry 


Entergy/J  Wayne  Leonard 
EOG  Resources/Mark  G  Papa 


Equity  Office  Prop/Richard  D  Kincaid 
Equity  Residential/Bruce  W  Duncan 
Estee  Lauder  Cos/Fred  H  Langhammer 
Exefon/John  W  Rowe 


Express  Scripts/Barrett  A  Toan 


ExxonMobil/Lee  R  Raymond 


Family  Dollar  Stores/Howard  R  Levine 


Fannie  Mae/Franklin  D  Raines 
Federated  Dept  Stores/Terry  J  Lundgren 
FedEx/Frederick  W  Smith 


Fidelity  National  Finl/William  P  Foley  II 
Fifth  Third  Bancorp/George  A  Schaefer  Jr 
First  American/Parker  S  Kennedy 


First  Data/Charles  T  Fote 


First  Tennessee  Natl/J  Kenneth  Glass 


FirstEnergy/Anthony  J  Alexander 


Fiserv/Leslie  M  Muma 
Fluor/Alan  L  Boeckmann 
Foot  Locker/Matthew  D  Serra 


Ford  Motor/William  Clay  Ford  Jr 


Forest  Labs/Howard  Solomon 


Fortune  Brands/Norman  H  Wesley 


FPL  Group/Lewis  Hay 


Franklin  Resources/Martin  L  Flanagan17 
Freddie  Mac/Richard  F  Syron 
Freeport  Copper/Richard  C  Adkerson 
Friedman  Billings/Emanuel  J  Friedman18 
Gannett/Douglas  H  McCorkindale 
Gap/Paul  S  Pressler 


General  Dynamics/Nicholas  D  Chabraja 


General  Electric/Jeffrey  R  Immelt 
General  Growth  Prop/John  Bucksbaum 
General  Mills/Stephen  W  Sanger 
General  Motors/G  Richard  Wagoner  Jr 
Genuine  Parts/Larry  L  Prince 
Georgia-Pacific/Alston  D  Correll 


Gillette/James  M  Kilts 
Golden  West  Financial/Marion  0  Sandler19 


Goldman  Sachs  Group/Henry  M  Paulson  Jr 


Goodrich/Marshall  0  Larsen 
Goodyear/Robert  J  Keegan 
WW  Grainger/Richard  L  Keyser 


GreenPoint  Financial/Thomas  S  Johnson 
Guidant/Ronald  W  Dollens 
'Uburton/David  J  Lesar 


Davidson/Jeffrey  L  Bleustein 
itertain/Gary  W  Loveman 


Ses  foctnotp; 

134    f  c 
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STOCK 
OWNED 
VALUE 

Smil 


WHAT  CAN  A 

WINE  LIST 

TEACH  US  ABOUT 

MERGERS    AND  ACQUISITIONS 


The  best  option  could  be  onejou  haven't  considered 


By  bringing  fresh  thinking  to  the  table,  Wachovia  Securities  has  become  a  leading 
M&A  advisor  to  growing  businesses.  As  the  nation's  fifth  largest  financial  institution,  we 
combine  the  expertise  and  insight  of  the  best  investment  banks  with  the  experience  and 
capital  of  leading  corporate  banks.  Talk  to  us.  Together,  we  can  create  competitive  advantage. 


wachovia 
Securities 

Uncommon  Wisdom 


Corporate  Banking  ■  Investment  Banking  ■  Equity  Capital  Markets  ■  Fixed  Income 


achnvia  Securities  is  the  trade  name  (or  the  corporate  and  investment  banking  services  ol  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets,  LLC  ("WCM"),  member  NYSE,  NASD,  SIPC. 
•  2003  Wachovia  Corporation 


tivePay 


Boss  Makes 


COMPANY/CHIEF  EXECUTIVE 


RANK 
AMONG 
500  CEOS 


_SALARY.&J0NljS  

1-YEAR 
$thou       CHANGE  % 


Hartford  Financial  Service/Ramani  Ayer 


HCA/Jack  0  Bovender  Jr 

Health  Management/Joseph  V  Vumbacco 

Health  Net/Jay  M  Gellert 


HJ  Heinz/William  R  Johnson 
Hershey  Foods/Richard  H  Lenny 
Hewlett-Packard/Carleton  S  Fiorina 


Hibernia/J  Herbert  Boydstun 


Hilton  Hoteis/Stephen  F  Bollenbach 
Home  Depot/Robert  L  Nardelli 
Honeywell/David  M  Cote 


Hormel  Foods/Joel  W  Johnson 
DR  Horton/Donald  J  Tomnitz 


Host  Marriott/Christopher  J  Nassetta 


Hudson  City  Bancorp/Ronald  E  Hermance  Jr 


252 


286 
121 
80 


290 
170 
245 


426 


15 


37 


139 


243 


147 


152 


89 


Rookie  of  the  Year:  In  his  inaugural  year  as  boss, 
AMR's  Gerard  Arpey  has  returned  a 
remarkable  244%  to  shareholders. 


Humana/Michael  B  McCalllster 
Huntington  Bancshs/Thomas  E  Hoaglin 
Illinois  Tool  Works/W  James  Farrell 
IMS  Health/David  M  Thomas 


Ingram  Micro/Kent  B  Foster 
Intel/Craig  R  Barrett 
InterActiveCorp/Barry  Diller 


IBM/Samuel  J  Palmisano 
Intl  Game  Technology/Thomas  J  Matthews 


International  Paper/John  V  Faraci 


Interpublic  Group/David  A  Bell 
Intuit/Stephen  M  Bennett 


iStar  Financial/Jay  Sugarman 


ITT  Industries/Louis  J  Giuliano 
Janus  Capital  Group/Mark  B  Whiston 


Jefferson-Pilot/Dennis  R  Glass 
John  Hancock  Financial/David  F  D  Alessandro 


Johnson  &  Johnson/William  C  Weldon 


Johnson  Controls/John  M  Barth 
Jones  Apparel  Group/Peter  Boneparth 


KB  Home/Bruce  E  Karatz 
Kellogg/Carlos  M  Gutierrez 
Kerr-McGee/Luke  R  Corbett 


KeyCorp/Henry  L  Meyer  III 
KeySpan/Robert  B  Catell 
Kimberly-Clark/Thomas  J  Falk 
Kimco  Realty/Milton  Cooper 
Kinder  Morgan/Richard  D  Kinder 


Kmart  Holding/Julian  C  Day 


STOCK 
OWNED 
VALUE 

$mil 


See  footnotes  on  page  148. 
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verl7Qnwireless 

We  never  stop  working  for  you? 


Verizon  Wireless  NationalAccess  capable    rf[  KtdDCERB  7135  Smartphone 


Welcome  To  Your  New  Office. 

)n  The  Go  E-mail  Access  From  Verizon  Wireless. 

5  Ceep  your  employees  connected  to  important  e-mail,  schedules  and  contacts  with  VZEmailf"  Verizon  Wireless 
iow  offers  the  latest  PDAs  and  Smartphones  complete  with  Wireless  Sync.  Making  work  more  productive, 
efficient  and  convenient-even  outside  the  office.  One  more  reason  why,  for  all  your  company's  wireless  needs, 
»/e  mean  business. 

Contact  our  business  representatives  at  1.866.899.2862  or  log  on  to  verizonwireless.com. 


etwork  not  available  in  all  areas.  ©2004  Verizon  Wireless 


Exe  c  u 


What  the  Boss  Makes 


COMPENSATION 


COMPANY/CHIEF  EXECUTIVE 


RANK 
AMONG 
500  CEOS 


Knight  Ridder/P  Anthony  Ridder 
Kohl's/R  Lawrence  Montgomery 
Kroger/David  B  Dillon 


L-3  Communications/Frank  C  Lanza 
Laboratory  Corp  Amer/Thomas  P  Mac  Mahon 
Lear/Robert  E  Rossiter 
Legg  Mason/Raymond  A  Mason 
Leggett  &  Platt/Felix  E  Wright 


Lehman  Bros  Holdings/Richard  S  Fuld  Jr 
Lennar/Stuart  A  Miller 


Lexmark  International/Paul  J  Curlander 

Liberty  Media/Robert  R  Bennett 

Eli  Lilly  &  Co/Sidney  Taurel 

Limited  Brands/Leslie  H  Wexner 

Lincoln  National/Jon  A  Boscia 

Linear  Technology/Robert  H  Swanson  Jr 

Liz  Claiborne/Paul  R  Charron   


Lockheed  Martin/Vance  D  Coffman 
Loews/James  S  Tisch 


Lowe's  Cos/Robert  L  Tillman 


Lucent  Technologies/Patricia  F  Russo 
M&T  Bank/Robert  G  Wilmers 


Manpower/Jeffrey  A  Joerres 
Marathon  Oil/Clarence  P  Cazalot  Jr 
Marriott  Intl/J  Willard  Marriott  Jr 


Marsh  &  McLennan/Jeffrey  W  Greenberg 


Marshall  &  llsley/Dennis  J  Kuester 
Masco/Richard  A  Manoogian 
Mattel/Robert  A  Eckert 
Maxim  Integrated  Prods/John  F  Gifford 
May  Dept  Stores/Eugene  S  Kahn 
MBIA/Gary  C  Dunton   


MBNA/Bruce  L  Hammonds 
McDonald's/James  R  Cantalupo 


McGraw-Hill  Cos/Harold  W  McGraw  III 
McKesson/John  H  Hammergren 
MeadWestvaco/John  A  Luke  Jr 
Medco  Health/David  B  Snow  Jr 
Medtronic/Arthur  D  Coliins  Jr_ 
Mellon  Financial/Martin  G  McGuinn 


Mercantile  Bankshares/Edward  J  Kelly 


Merck  &  Co/Raymond  V  Gilmartin 


Merrill  Lynch/E  Stanley  O'Neal 


MetLife/Robert  H  Benmosche 
MGIC  Investment/Curt  S  Culver 
MGM  Mirage/J  Terrence  Lanni 
Micron  Technology/Steven  R  Appleton 


Microsoft/Steven  A  Ballmer 
Mirant/S  Marce  Fuller 


Mohawk  Industries/ Jeffrey  S  Lorberbaum 


Monsanto/Hugh  Grant 


160 
11 

443 
71 


88 
85 
104 


487 


42 


66 


439 


135 


202 
130 
246 
70 


61 


429 


208 


190 


51 


309 


224 


346 


177 


207 


49 


63 


490 
391 


191 


33 


171 


235 


124 
395 
415 


39 
349 


454 


287 


SAI  ARY  ft  BONUS  . 

1-YEAR 
$thou       CHANGE  % 


40 


129 


442 


74 
492 
471 


369 

J438- 
469 


1,015 
745 
1,850 
2,289 
2,639 
7,639 
3B 
7,400 
13,071 
2,505 
1,000 
2,626 
4,372 
5,098 
1,687 
2,968 
4,985 
1,359 
4,000 
4,445 
931 
2,104 
2,700 
2,118 
4,70010 
2,065 
3.030 
1,884 

8120 
1,713 
700 
4,625 
3,525 
2,065 
3,491 
1,096 
1,600* 
2,394 
2,025 
850 
2,958 
14,000 
4,500 
1,036 
4,058 

865 
800 
1,177 
8501 


See  footnotes  on  page  148. 
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DREAMS  OF  EXPANDING  OVERSEAS. 


DREAMS  OF  SCALING  THE  MATTERHORN. 


We  all  have  aspirations.  The  challenge  is  being  able  to  fulfill  them.  For  that,  you  need  a  partner  with  a 
proven  record  of  success.  Friedman  Billings  Ramsey  ranked  as  the  #3  underwriter  of  IPOs  in  2003.* 
in  addition,  FBR  ranks  #1  among  all  major  investment  banks  for  the  1,  3  and  5  year  periods  ending  12/31/03 
for  the  aftermarket  performance  of  our  lead-managed  equity  underwritings.'  So  dream  big.  Whatever 
your  vision  may  be,  we'll  be  with  you  every  step  of  the  way.  For  more  information,  please  visit  fbr.com. 


Friedman  Billings  Ramsey 

capital  for 
your  Conquest 


Source  is  Dealog,c   Relates  to  tola  $  amount,  w/over-allotment,  of  US  IPOs  priced  between  1/1/03  and  1231/03.  with  full  credit  to  all  bookrunners.  excluding  American  Depository  Receipts  and  closed-end  funds  t  Relates  t< 
PR»ld  ™  "  y  'T     "S  '  0?nd  ~'™«°"™-<™-  Eluding  closed-end  funds)  and  all  industries.  Transactions  and  performance  pnced  thru  12/31/03  NonXeighted  average  aftermar  e  perform  r^e 
ranked  among  lead  managing  underwriters  of  more  than  10  transactions  for  the  1  year  period,  and  more  than  30  transactions  for  the  3  and  5  year  periods  Past  results  are  no  guarantee  of  future  performance 


HWJtHWIMIWIHTUHHIHIIWIIIIIIHWIUlii 


They're  a  nice  break  from  the  relative 
boredom  of  merely  difficult  ones. 


Investments  and  services  offered  through  Morgan  Stanley  &  Co.  Incorporated,  member  SIPC.  Employee  names  have  been  changed  to  protect 
their  privacy.  Morgan  Stanley  and  One  Client  At  ATime  are  service  marks  of  Morgan  Stanley.  ©2004  Morgan  Stanley. 


M 


Solutions.  They're  what  we're  all  about  There  is  nothing  we 
/alue  more  than  the  opportunity  to  analyze  and  unravel  a 
:omplex  issue,  break  it  down,  and  deliver  an  intelligent 
solution.  Our  clients  expect  it  of  us.  We  demand  it  of  ourselves. 


Matthew  Horton 

Eqlllty  Sales  &rradmg 


MorganStanley 

One  client  at  a  time. 


v.morgan»anley.com 


Exec 


What  the  BossJVlakes 


Option  Play:  Apple's  Steve  Jobs  canceled  all  his  outstanding 
options.  In  return  he  received  $75  million  in  restricted 
stock,  all  of  which  vests  in  three  years. 


Nextel  Commun/Timothy  M  Donahue 
NIKE/Philip  H  Knight 
NiSource/Gary  L  Neale 
Nordstrom/Blake  W  Nordstrom 
Norfolk  Southern/David  R  Goode 
North  Fork  Bancorp/John  Adam  Kanas 
Northeast  Utilities/Charles  W  Shivery 


Northern  Trust/William  A  Osborn 
Northrop  Grumman/Ronald  D  Sugar 
Northwest  Airlines/Richard  H  Anderson 


NStar/Thomas  J  May 
NTL/Simon  P  Duffy 
Nucor/Daniel  R  DiMicco 
NVR/Dwight  C  Schar 
Occidental  Petroleum/Ray  R  Irani 
Office  Depot/Bruce  Nelson 


Old  Republic  Intl/A  C  Zucaro 
Omnicare/Joel  F  Gemunder 
Omnicom  Group/John  D  Wren 
Oracle/Lawrence  J  Ellison 
Owens-Illinois/Steven  R  McCracken 
Oxford  Health  Plans/Charles  G  Berg 
Paccar/Mark  C  Pigott 
PacifiCare  Health/Howard  G  Phanstiel 
Parker  Hannifin/Donald  E  Washkewicz 
Paychex/B  Thomas  Golisano 
JC  Penney/Allen  Questrom 
Pepco  Holdings/Dennis  R  Wrasse 
Pepsi  Bottling  Group/John  T  Cahill 


See  footnotes  on  page  148. 
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MLB.com  knows  the  power  of  SAS&  software 


How  does  MLB.com"  give  fans 
the  ultimate  baseball  experience? 


ENTERPRISE  intelligence 
SUPPLIER  INTELLIGENCE 

1 

,rr  DRGANIZATIONAL  INTELLIGENCE 


CUSTOMER  INTELLIGENCE 
INTELLIGENCE  PLATFORM 


Millions  of  fans.  Thirty  teams.  One  passion.  And  24/7  access  to  it  all  through  MLB.com. 
At  the  official  site  of  Major  League  Baseball,  fans  can  experience  baseball  in  a  whole  new 
way  -  from  live  ballgames  to  stats  in  real  time,  from  history  to  fantasy,  across  the  league  or 
by  connecting  to  individual  club  sites.  MLB.com  is  the  richest,  deepest  source  of  original 
baseball  news  and  highlights  on  the  Internet.  SAS  is  proud  to  provide  the  state-of-the-art  data 
management,  predictive  analytics  and  marketing  automation  software  that's  helping  Major 
League  Baseball  enrich  the  interactive  experience  for  the  hundreds  of  millions  of  visitors 
who  make  MLB.com  such  a  big  hit.  To  find  out  more  about  SAS,  visit  our  Web  site  or  call 
toll  free  1  866  887  1363. 

www.sas.com/mlb 


The  Power  to  Know, 


Mapr  League  Baseball  copyrights  and  trademarks  are  proprietary  to  the  MLB  entities.  All  rights  reserved  SAS  and  all  other  SAS  Institute  Inc.  product  or  service  names  are  registered  trademarks  or  trademarks  of  SAS  Institute  Inc 
in  the  USA  and  other  countries.  ®  indicates  USA  registration.  Other  brand  and  product  names  are  trademarks  of  their  respective  companies.  ©  2004  SAS  Institute  Inc  All  rights  reserved.  275635US.0404 
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What  the  Bos^Makes 


COMPANY/CHIEF  EXECUTIVE 


RANK 
AMONG 
500  CEOS 


PepsiCo/Steven  S  Reinemund 
Pfizer/Henrv  A  McKinnell 
PG&E/Robert  D  Glynn  Jr 
Phelps  Dodge/J  Steven  Whisler 
Pinnacle  West/William  J  Post 
Pitney  Bowes/Michael  J  Critelli 
PNC  Financial  Services/James  E  Rohr 
Popular/Richard  L  Carrion 
PPG  Industries/Raymond  W  LeBoeuf 
PPL/William  F  Hecht 
Praxair/Dennis  H  Reilley 
Principal  Financial/J  Barry  Griswell 
Procter  &  Gamble/Alan  G  Lafley 
Progress  Energy/Robert  B  McGehee 
Progressive/Glenn  M  Renwick 
ProLogis/K  Dane  Brooksher 
Protective  Life/John  D  Johns 


34 
95 
19 


Providian  Financial/Joseph  W  Saunders 
Prudential  Financial/Arthur  F  Ryan 
Pub  Svc  Enterprise/E  James  Ferland 
Public  Storage/Ronald  L  Havner  Jr 
Pulte  Homes/Richard  J  Dugas  Jr 
Qualcomm/lrwin  M  Jacobs 
Quest  Diagnostics/Kenneth  W  Freeman 
Qwest  Communications/Richard  C  Notebaert 
Radian  Group/Frank  P  Filipps 
RadioShack/Leonard  H  Roberts 
Raytheon/William  H  Swanson 
Regions  Financial/Carl  E  Jones  Jr 


281 
452 
234 
164 
480 
101 
155 
337 
253 
193 
348 
159 
284 
386 
301 
122 


257 


475 
215 
32 
21 
185 


Reliant  Resources/Joel  V  Staff 
Republic  Services/James  E  O'Connor 
Rite  Aid/Mary  F  Sammons 


RJ  Reynolds  Tobacco/Andrew  J  Schindler 
Rockwell  Automation/Keith  D  Nosbusch 
Rockwell  Collins/Clayton  M  Jones 


Rohm  &  Haas/Raj  L  Gupta 
Ross  Stores/Michael  Balmuth 
Rouse/Anthony  W  Deering 


Ryder  System/Gregory  T  Swienton 
Safeco/Michael  S  McGavick 
Safeway/Steven  A  Burd 


St  Jude  Medical/Daniel  J  Starks 


St  Paul  Travelers/Jay  S  Fishman 

Sanmina-SCI/Jure  Sola 

Sara  Lee/C  Steven  McMillan 

SBC  Communications/Edward  E  Whitacre  Jr 

Scana/William  B  Timmerman 

Schering-Plough/Fred  Hassan 

Charles  Schwab/David  S  Potti  uck 

EW  Scripps/Kenneth  W  Lowe 

Sealed  Air/William  V  Hickey 


402 
306 
326 
334 

425 
263 
69 
465 


231 


399 
107 


16 


312 
204 
59 


431 
220 
459 


Sse  footnotes  on  page  148. 


142 

72 
302 
389 


449 


166 
460 


4,800 
6,650 
1,050 
1,850 

851 
2,108 
2,755 

598 
2,350 

989s 
2,405 
2,318 
1,600s 
1,145 
3,000 
1,675 
1,899 
2,748 
4,500 
2,446 

814 
3,649 
2,478 
2,142 
4,025 
1,060 
2,729 
2,213 
2,000 

NA 
1,105 
3,232 
2,361 
909 
1,225 
1,352 
1,823 
2,005 
1,250 
2,850 
1,000" 
1,345 
3,000 
1,000 
4,816 
7,822 
1,577 
1,500" 
98325 
1,729 
851 


39.1124 
59,9633 
36,464 
8,907 
6,635 
18,565 
29,974 
3,220 
21,034 
16,392 
7,8703 
10.0133 
13.8813 
NA 
13.9693 
10,944 
4,788 
8,142" 
24,751" 
14,491 
NA 
NA 
89,133 
68,621 
NA 
21,407 
33,958 
NA 
10,793 
NA 


6,001 


NA 

28,836 
NA 
5,824" 
8,483 
37,597 
40,671 
6,8693 
11,532" 
32,764 
NA 


6.062" 


4,605 
26,035s 
134,334 
7,774 
NA 

207,241 
17.7053 
6,003 


STOCK 
OWNED 
VALUE 

Smil 

5. 
49. 

8. 
15. 

5. 
14.. 
22 
48. 
13. 

9. 

4. 

1. 
21. S 

6.: 

22.( 

15.; 

5.1 

8.  e 

14. C 
l.i 

4.: 
i,i05.: 

27.C 
O.i 

9.  £ 
2.1 
9.2 

19/ 
6.6 
li 
4.G 

ll.C 
0.7 
2.E 
6.E 

21.6 

22.: 
1.2 
2.7 
9.6 
216.9 
7.6 

18.8 
8.6 

13.4 
2.0 
8.4 

41.8 


21.6 
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What  the  Boss  Makes 


COMPANY/CHIEF  EXECUTIVE 


RANK 
AMONG 
500  CEOS 


STOCK 
OWNED 
VALUE 

$mil 


Sears,  Roebuck/Alan  J  Lacy 
Sempra  Energy/Stephen  L  Baum 
Sherwin-Williams/Christopher  M  Connor 
Simon  Property  Group/David  Simon 


SLM/Albert  L  Lord 
Smurfit-Stone/Patrick  J  Moore 
Solectron/Michael  R  Cannon 
Southern  Co/H  Allen  Franklin 
SouthTrust/Wallace  D  Malone  Jr 
Southwest  Airlines/James  F  Parker 
Sovereign  Bancorp/Jay  S  Sidhu 
Sprint/Gary  D  Forsee 
SPX/John  B  Blystone 


Staples/Ronald  L  Sargent 
Starbucks/Orin  C  Smith 


180 
223 
264 
144 
262 
381 
291 
167 
102 
470 
169 
227 
115 
380 


323 


1,914 
3,213 
2,037 

800" 
3.250 
1,750 
2.9251 
2,914 
5,910 

492 
1,550 
3.6321 
8.074 
1,887 
2,55 


Founding  Fathers:  With  a  58%  annualized  return  to 
shareholders  since  he  took  his  firm  public  in  1997, 
Amazon.com's  Jeff  Bezos  leads  this  group  of  30  bosses. 


Starwood  Hotels/Barry  S  Sternlicht 

State  Street/David  A  Spina 

Stryker/John  W  Brown 

Sun  Microsystems/Scott  G  McNealy 

SunGard  Data  Systems/Cristobal  Conde 

Sunoco/John  G  Drosdick 

SunTrust  Banks/L  Phillip  Humann 

Supervalu/Jeffrey  Noddle 

Symantec/John  W  Thompson 

Synovus  Finl/James  H  Blanchard 

Sysco/Richard  J  Schnieders 

Target/Robert  J  Ulrich 

TCF  Financial/William  A  Cooper 

Tele  &  Data  Systems/LeRoy  T  Carlson  Jr 

Temple-Inland/Kenneth  M  Jastrow  II 

Tenet  Healthcare/Trevor  Fetter 


Texas  Instruments/Richard  K  Templeton 
Textron/Lewis  B  Campbell 
3M/W  James  McNerney  Jr 
Time  Warner/Richard  D  Parsons 


TJX  Cos/Edmond  J  English 
Torchmark/C  B  Hudson 
Toys  'R'  Us/John  H  Eyler  Jr 


Tribune/Dennis  J  FitzSimons 

TRW  Automotive  Hldgs/John  C  Plant 

TXU/C  John  Wilder 


Tyson  Foods/John  H  Tyson 

UAL/Glenn  F  Tilton 

Union  Pacific/Richard  K  Davidson 


211 
140 
364 
148 
392 
109 
363 
461 

53 
218 
250 

20 
467 
433 
450 
341 

28 
119 
143 

93 
187 
477 
328 


206 
73 
353 


213 
478 
50 


3,661 
2,2 
1.9 
1 

1,637 
2,759 
1,900 

813 
2,768 

765 
2,278 
4,872 

700 
1,355 
1,094 
1,111 
1,241 
3,000 
4,762 
9,500 
1,644 

800° 
2,050 
2,050 
4,725 
2.2501 
3,494 

746 
1.2588 


2,190 
130 
64 
11.864 
3,118 

16,982 


15 
1 

850 
19 
0 
5 
28 
NA 
NA 
-22 
NA 


18,348 
1.238 


12,572  1,052 


4,259 
7,138 
2,129 
6,723 
1,842 
9,117 
2,133 
1,032 

14,752 
4,068 
3,401 

23,065 
927 
1,355 
1,122 
2,395 

19,758s 
8,357 
7,085 
9,776 
4,957s 
807 
2,520s 
4,436 

11.95426 
2,250 
4,179 
777 

14,883 


19,554 
26,731s 
17,214 
63,553 

NA 
16,356s 
9,728 

NA 
37.0683 
12,282 

NA 
78,781 
19,407 
12,403 
6,086 

NA 

NA 
30,620 
18,261" 

NA 
13,512 
18,066 
13,1093 

NA 

NA 

NA 
14,498 

NA 
24,015 


56.6 
52.9 
855.1 
283.8 
12.9 

7.5 
41.6 

4.9 
24.3 
35.1 
10.9 
48.6 
98.8 
115. 
10.0 

3.8 

4.0 
33.4 
18.3 

4.1 

3.8 
66.5 

2.7 
24.8 

4.4 

8.6 
44.2 

0.1 
59.9 


See  footnotes  on  page  148. 
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AT  THE 

NEXT  INTERSECTION, 
TAKE  THE  HIGH  ROAD. 
It's  a  big  country,  with  something 
different  around  every  bend.  Exper- 
ienced travelers  know,  wherever 
their  business  takes  them,  they  can 
always  find  comfort,  convenience, 
and  more  than  their  money's 
worth  at  Fairfield  Inn?  With  over 
500  hotels  nationwide,  there's 
always  a  Fairfield  Inn  close  by. 
At  the  intersection  of  comfort- 
able and  affordable,  to  be  precise. 
Fairfield  Inn.  For  travelers  who  know.5" 

IT'S  THE  MARRIOTT  WAY.5" 


Call  1-800-771-LOOK 
or  visit  Marriott.com 
to  learn  more 
about  Marriott's 
Look  No  Further5" 
Best  Rate  Guarantee. 


2004  Marriott  International,  Inc 


ExecutivePa1 


COMPANY/CHIEF  EXECUTIVE 


RANK 
AMONG 
500  CEOS 


Union  Planters/Jackson  W  Moore 
Unisys/Lawrence  A  Weinbach 
United  Parcel  Service/Michael  L  Eskew 
US  Bancorp/Jerry  A  Grundhofer 
US  Steel/Thomas  J  Usher 


United  Technologies/George  David 
UnitedHealth  Group/William  W  McGuire 
Unitrin/Richard  C  Vie 
Univision  Commun/A  Jerrold  Perenchio 
Unocal/Charles  R  Williamson 
UnumProvident/Thomas  R  Watjen 


UST/Vincent  A  Gierer  Jr 
Valero  Energy /William  E  Greehey 
Veritas  Software/Gary  L  Bloom 
Verizon  Commun/lvan  G  Seidenberg 
VF/Mackey  J  McDonald 
Viacom/Sumner  M  Redstone 
Visteon/Peter  J  Pestillo 
Vornado  Realty/Steven  Roth 


Vulcan  Materials/Donald  M  James 
Wachovia/G  Kennedy  Thompson 


Wal-Mart  Stores/H  Lee  Scott  Jr 
Walgreen/David  W  Bernauer 
Washington  Mutual/Kerry  K  Killinger 
Washington  Post/Donald  E  Graham 


Waste  Management/David  P  Steiner 
WellChoice/Michael  A  Stocker 


WellPoint  Health/Leonard  D  Schaeffer 
Wells  Fargo/Richard  M  Kovacevich 
Wendy's  International/John  T  Schuessler 
Weyerhaeuser/Steven  R  Rogel 


Whirlpool/David  R  Whitwam 
Williams  Cos/Steven  J  Malcolm 
Wisconsin  Energy/Gale  E  Kappa 
Win  Wrigley  Jr/Wiiliam  Wrigley  Jr 
Wyeth/Robert  A  Essner 


Xcel  Energy /Wayne  H  Brunetti 
Xerox/Anne  M  Mulcahy 


Xilinx/Willem  P  Roelandts 
Yahoo/Terry  S  Semel 
Yum  Brands/David  C  Novak 
Zimmer  Holdings/J  Raymond  Elliott 


Zions  Bancorp/Harris  H  Simmons 


Rank  is  based  on  total  compensation  for  latest  fiscal  year  Market  value  of  chief  executives'  stock  is  based  on  Apr.  2  stock  price  and  includes  all  classes  of  common  Compensation  percent 
change  is  based  on  combined  salary  and  bonus.  'Annualized  salary  and/or  bonus.  JPaid  to  date.  3Four-year  total.  'Three-year  total.  5Prior-year  data.  6New  chief  executive;  compensation 
may  be  for  another  executive  office.  'Less  than  $100,000.  8Received  options  or  restricted  stock  in  lieu  of  portion  of  salary  and/or  bonus.  'Includes  shares  indirectly  held.  '"Includes  value 
of  stock  units  awarded  as  bonus.  "Chief  executive  elected  to  forgo  bonus.  l2At  his  request  chief  executive  received  $1  in  salary  and  no  bonus.  includes  long-term  incentive  payouts  made 
by  SICO.  a  private  holding  company.  '"Compensation  is  paid  by  Apollo  Group  for  services  rendered  to  the  Education  Group  and  University  of  Phoenix  Online.  Stock  gains  include  value  of 
Phoenix  Online's  exercised  options.  l5Chief  executive  declined  bonus  and  asked  for  amount  to  be  distributed  among  members  of  the  executive  management  team  as  additional  compensa- 
tion. l6Chief  executive's  employment  agreement  establishes  compensation  to  be  provided  solely  in  the  form  of  stock-based  compensation,  in  lieu  of  salary  and  bonuses.  "Office  jointly  held 
with  Gregory  E.  Johnson.  I80ffice  jointly  held  with  Eric  F.  Billings.  ''Office  jointly  held  with  Herbert  M.  Sandler.  20For  the  last  three  quarters  of  fiscal  2003  chief  executive  did  not  receive 
salary,  in  support  of  companywide  cost-reduction  goals.  2lChief  executive  voluntarily  elected  to  forgo  his  salary  since  Oct.  28,  2001.  "Chief  executive  elected  to  forgo  bonus  to  ensure  othe 
midlevel  employees  received  substantial  incentive  compensation.  "Chief  executive  did  not  receive  salary  or  bonus.  "Compensation  paid  by  St  Paul  Cos.  before  merger  with  Travelers 
Property  Casualty  on  Apr.  I  J5Chief  executive  declined  bonus  so  it  would  be  available  for  other  employees'  bonuses.  26Salary  and  other  compensation  represent  pro  forma  figures  as  well  as 
payments  made  by  Northrop  Grumman  for  services  rendered  to  company.  "Chief  executive  does  not  receive  compensation  from  company  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  Sources:  Company  proxy  statements;  CoreData  Group  (www.coredatagroup.com).  FT  Interactive  Data  via  FactSet  Research  Systems. 


148     FORBES"  May  10,  2004 


Aetna's  Range  of  Businesses 


Think  we  play 
only  one  note? 

Get  ready  for  a 
whole  symphony. 

You  know  Aetna  as  a  leader  in  health 
insurance.  But  Aetna  also  offers  a  full 
range  of  other  products  including 
Dental,  Pharmacy,  Disability,  Long-Term 
Care,  and  Group  Life,  each  of  which 
provides  the  high  level  of  quality  and 
service  you  demand.  And  whether 
taken  individually  or  as  a  complete 
package,  they  allow  us  to  enhance  your 
coverage.  Aetna  harnesses  the  power 
of  information  to  help  you  and  your 
employees  make  better,  more  informed 
decisions.  That  helps  you  control  costs, 
and  keep  your  employees  healthy  and 
productive.  If  this  strikes  a  chord  with 
you,  it's  easy  to  find  out  more.  Call  your 
broker,  Aetna  representative,  or  visit  us 
today  at  aetna.com. 

We  want  you  to  know™ 


)f Aetna' 


Health 

Dental 

Pharmacy 

Disability 

Long-Term  Care 

Life 


©2004  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company.  Plans  contain  exclusions 
and  limitations. 
200421 
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FOR  THOSE  WITH 
ONE  THING  IN  MIND. 
EVERYTHING. 


INTRODUCING  THE  FIRST  BLACKBERRY® 
WITH  SPEAKERPHONE  AND  WALKIE-TALKIE. 
TRADE  UP  AND  GET  $100  OFF. 

Call.  Email.  Schedule.  Hold  conferences  without  rooms. 

With  the  new  BlackBerry  7510™. 

The  only  full-color  handheld  loaded  with 

cell  phone,  walkie-talkie  and  speakerphone. 

Trade  in  your  old  PDA*  now.  You'll  get  $100  off. 

And  you'll  get  more  done. 

800-NEXTEL9  NEXTEL.COM 


NEXTEL.Done.  | 

Offer  ends  6/30/2004.  A  $100  credit  will  be  applied  to  account  as  a  used  equipment  reimbursement.  Credit  will  appear  as  a  "Used  Equipment  Reimbursement"  on  the  1st  cr  2nd  invoice  after  the  trade-in  unit  has  been  received  by  Nextel.  N 
activations,  add-ons  and  upgrades  eligible.  Trade-in  units  must  be  functional  and  power  on.  'Offer  valid  with  Palm  0705,  VIIX,  VII  and  Tungsten),  Handspring  Treo  (300, 270. 180),  Good  G100,  Danger  Sidekick/Hiptop  OS,  and  RIM  850,'  RIM  857.'  R 
950'  and  RIM  957*  handhelds.  ©2004  Nextel  Communications,  Inc.  NEXTEL  and  NEXTEL.  DONE,  are  service  marks,  trademarks,  and/or  registered  trademarks  owned  by  Nextel  Communications,  Inc.  The  BlackBerry  and  RIM  families  of  related  man 
images  and  symbols  are  the  exclusive  properties  and  trademarks  or  registered  trademarks  of  Research  In  Motion  Limited  -  used  by  permission.  All  other  product  or  service  names  are  property  of  their  respective  owners.  All  rights  reservedl 


BLACKBERRY 


Business  gets  more  information  than  ever.  This  is  just  the  start.  How  to  survive? 

BY  QUENTIN  HARDY 


E,  OR  RATHER  THE  ELECTRONIC  DEVICES  WE 
employ,  are  data  pack  rats,  accumulating 
e-mails,  Web  pages,  credit  card  swipes,  phone 
messages,  stock  trades,  memos,  address  books 
and  radiology  scans.  It's  impossible  to  count 
all  these  bits,  but  people  make  good  guesses, 


and  they  have  come  up  with  one  for  2002.  During  that  year  the 
world  created  5  exabytes  of  information.  An  exabyte  is  the  digi- 
tal equivalent  of  a  trillion  novels.  The  yearly  total  amounts  to 
somewhat  more  than  all  the  words  ever  spoken  by  human 
beings — and  it  was  up  68%  from  two  years  earlier. 

Such  madness  creates  job  security  for  Nelson  Mattos,  a  cora- 

FORBES.  May  10,  2004  151 


□ 


If  1  byte  was  the 
equivalent  of  the  dot 
above,  the  amount  of 
data  produced  globally 
in  2002,  5  exabytes, 
would  equal  the 
diameter  of  4,000 
suns.  That  amount 
has  probably 
doubled  since. 


■*  The  height  of 
Mt.  Everest 
would  equal 
9  megabytes. 


Technology 


puter  scientist  in  charge  of  IBM's  infor- 
mation integration  effort.  The  44-year- 
old  is  one  of  the  world's  great  data  wran- 
glers, paid  to  help  companies  make  sense 
of  the  gigabits  they  hoard  by  the  day. 
"Everyone  struggles  with  how  to  gain 
value  from  their  investment  in  informa- 
tion, how  much  they  create  and  store, 
where  it  is,  what  it  looks  like  and  which 
are  the  latest  versions,"  says  Mattos,  who 
works  within  IBM's  vast  Data  Manage- 
ment Software  Group.  "None  of  the 
problems  gets  smaller." 

The  typical  big-business  database  has 
grown  in  size  a  hundredfold  in  the  past 


five  years,  bloated  by  the  sprawl  of  com- 
puting systems  and  applications,  Internet 
commerce  and  recordkeeping  mandated 
by  government  regulation.  The  manage- 
ment problem  lies  not  just  in  the  quantity 
but  also  in  the  compatibility,  or  lack 
thereof.  Financial  information  has  to  be 
catalogued  differently  from  personnel 
records;  Web  content  differs  from  call 
center  logs  and  wireless  communications. 
Each  new  data  silo  raises  the  potential  for 
network-clogging  conflicts.  "You  can't 
have  anything  go  on  hold  while  others  do 
their  job,"  says  David  Muller,  senior 
director  of  information  management  at 


Carl  Sagan  Would  Be  So  Proud 

Data  creation  has  run  amok.  You  can  get  a  headache  just  trying  to  wrap  your  mind  around 
how  much  information,  most  of  it  completely  useless,  the  world  produces.  The  U.S.  is  the 
world's  most  profligate  datamaker,  accounting  for  40%  of  world  production.  Per  capita, 
Americans  produce  enough  data  each  year  to  fill  seven  pickup  trucks  full  of  books. 


Databases  Grow  Unchecked 


TYPES  OF  DATABASES 

1999     -  TYPICAL  SIZE  - 

2004 

Transactional 

100  gigabytes 

1  terabyte 

Data  warehouse 

1  terabyte 

100  terabytes 

Data  mart 

20  gigabytes 

1  terabyte 

Mobile  data 

100  megabytes 

10  gigabytes 

Pervasive  data 

100  kilobytes 

1  gigabyte 

Pervasive  data  include  technologies  like  RF/D  Source  IBM 

Byte  by  Byte:  a  Glossary 

1  byte  (eight  ones  and  zeros).  A  single  typed  character  is  one  byte 
1  kilobyte  =  1,000  bytes.  Half  a  typewritten  page  is  one  kilobyte 
1  megabyte  =  1,000  kilobytes.  The  complete  works  of  Shakespeare  is  five  megabytes 
1  gigabyte  =  1,000  megabytes.  A  top-of-the-line  iPod  is  40  gigabytes,  or  10,000  songs 
1  terabyte  =  1,000  gigabytes.  200  DVD  movies  is  a  terabyte 
1  petabyte  =  1,000  terabytes.  All  printed  material,  including  duplicate  copies 
1  exabtye  =  1,000  petabytes.  All  words  ever  spoken  by  human  beings 


The  height  of  an  average  male  would  equal  2  kilobytes. 
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THERE'S  AN 


easier  way 


TO  FIND 


cost  savings. 


Technology 


Ingram  Micro.  Ingram  says  its  databases 
have  more  than  doubled  in  the  past  five 
years,  to  "hundreds." 

How  to  cope?  Mattos  has  engineered 
a  piece  of  software,  called  DB2  Informa- 
tion Integrator,  that  races  through  differ- 
ent databases,  recognizing  data  structures 
on  the  fly,  mapping  the  entire  system  and 
figuring  what  information  needs  to  move 
where.  It  can  piece  together  customer  ser- 
vice records,  photos,  e-mails  and  Web 
pages  into  a  coherent  whole.  "The  hetero- 
geneity doesn't  go  away,  but  you  create  a 
single  view,"  he  says.  Analysts  call  this  a 
virtual  database  because  it  can  query  and 
analyze  without  moving  any  of  the  data 
out  of  position.  So,  software  using  the 
existing  data  structures  does  not  have  to 
be  discarded. 

Taikang  Life,  a  Chinese  insurer, 
recently  hired  Mattos  to  tame  the  sev- 
eral hundred  new  databases  it  has 
installed  just  since  2000.  Generating 
detailed  customer  histories  and  profiles 


as  "Where  are  customers  that  buy  dish- 
washing liquid  not  buying  laundry 
soap?" — in  ways  that  don't  overwhelm 
the  system.  The  software  has  the  intelli- 
gence to  determine  how  data  in  one 
source  (like  customer  names)  are  related 
to  data  in  another  (like  customer  transac- 
tions) and  to  reformat  info  to  reconcile 
presentation  differences  (like  a  middle 
initial). 

The  U.S.  branch  of  motorcycle  maker 
Kawasaki,  headquartered  in  Irvine,  Calif., 
is  an  early  customer.  Kawasaki  uses  the 
integrator  software  to  produce  produc- 
tion schedules  and  sales  projections  for  its 
parts  distribution  network.  It  had  long 
relied  on  faxes,  phone  calls  and  FedExes 
to  and  from  thousands  of  dealers,  but 
making  its  100  databases  all  line  up  and 
behave  would  take  at  least  a  day.  Now 
every  night  the  integrator  scours  data- 
bases for  product  information  from 
Japan,  updates  from  a  Nebraska  manu- 
facturer, warehouse  inventory  at  its  four 


age  is  thinking  about  data  management 
from  a  centralized  source,  it's  doomed," 
says  John  Chen,  chief  executive  of  data- 
base maker  Sybase.  His  company,  which 
once  relied  on  large  databases,  has  bet 
instead  on  smaller,  distributed  databases 
that  can  maintain  instantaneous,  wireless 
connections  to  a  company.  "It's  about 
data  intelligence,  not  information,  and 
you  have  to  assume  it  comes  from  several 
sources." 

There's  demand  here  to  satisfy  all  the 
big  software  houses.  SAS  Institute,  the 
world's  largest  privately  held  software 
firm,  sells  analytical  applications  that 
can  work  off  multiple  large  databases 
and  has  recently  entered  the  smaller- 
database  market.  BEA  Systems  has  a 
product  similar  to  Information  Integra- 
tor, which  it  calls  "liquid  data." 
Microsoft,  which  includes  a  data- 
transformation  product  with  its  SQL 
Server  database  software,  could  enter  the 
market  at  any  time. 


"NO  ONE  BELIEVES  LARRY  ANYMORE.  If  a  company  is  thinking 
about  data  management  from  a  centralized  source,  it's  doomed." 


once  demanded  examination  of  200 
data  sources  from  30  offices.  It  took  a 
team  of  ten  up  to  a  week  to  produce  one 
massive  report.  Now  it  takes  just  a  few 
seconds,  delivering  the  necessary  infor- 
mation to  a  corporate  desktop  or  sales- 
man's mobile  phone. 

Mattos,  a  Brazilian  native  who  works 
in  an  IBM  office  surrounded  by  South  San 
Jose's  last  garlic  fields,  originally 
approached  the  problem  20  years  ago 
while  working  on  his  Ph.D.  in  real-time 
analysis  of  large  amounts  of  data.  He 
joined  IBM  in  1992  and  put  his  theories  to 
work  about  five  years  later  with  a  data- 
interoperability  project  nicknamed 
Garlic.  "In  the  1980s  managing  large 
amounts  of  data  in  different  places  was  a 
research  challenge,"  he  says.  With  compa- 
nies moving  rapidly  to  the  Web,  "it 
became  a  pain  point." 

The  first  version  of  Information  Inte- 
grator was  released  last  year.  Based  on 
standard  Internet  programming  lan- 
guages such  as  SQL,  it  knows  how  to  ask 
each  database  the  right  questions — such 


distribution  centers,  wholesale  transac- 
tions with  the  dealers  and  local  inventory 
and  retail  sales.  Forecasting  and  trouble- 
shooting can  be  done  in  real  time,  says 
Victor  Martinez,  Kawasaki's  information 
systems  manager. 

The  alternative  to  Mattos'  approach  is 
to  scrap  old  databases  in  favor  of  a  single, 
integrated  one.  Consolidation  has  its  fans, 
even  within  IBM,  which  is  out  there  selling 
its  own  big-database  product,  DB2.  At 
Oracle  Corp.,  the  grandaddy  of  capacious 
databases,  Chief  Executive  Larry  Ellison 
warns  companies  of  the  need  for  "a  sin- 
gle point  of  truth  Our  vision  has  not 

changed  one  bit."  If  anything,  he  said  at  a 
recent  industry  conference,  "when  you 
get  all  the  data  in  one  place,  you  discover 
what's  wrong,  where  the  bad  data  is."  As 
proof,  Oracle  offers  its  own  late- 1990s 
database  consolidation,  which  Oracle 
claims  helped  save  it  $  1  billion  in  annual 
operating  costs. 

Few  outsiders  think  that  is  an  easy 
model  to  copy.  "No  one  believes  Larry 
anymore.  If  a  company  in  this  day  and 


There  are  also  a  number  of  smaller 
firms  looking  to  capitalize  on  the  data  ex- 
plosion. Metamatrix  and  XAware  both 
make  integrator-type  software.  A  company 
called  OuterBay  helps  networks  run  more 
efficiently  by  moving  data  from  newer  ap- 
plications into  cheap  storage  as  the  infor- 
mation becomes  less  relevant,  while  a  firm 
called  Addmark  works  the  regulatory 
angle,  creating  logs  that  say  when  different 
data  were  created  and  accessed. 

Young  companies  are  even  making 
bets  that  this  much  data  cannot  be 
looked  at  conventionally.  U.K. -based 
Fractal  Edge  makes  so-called  fractal  maps 
of  desktop  files.  These  colored  circles 
show  what  data  have  been  recendy  mod- 
ified, and  how  they  relate  to  other  files  in 
the  system. 

Mattos  figures  there  is  ample  room 
for  all.  "I  don't  foresee  anything  chang- 
ing," he  says,  citing  emerging  data  floods 
from  global  positioning  systems,  radio- 
frequency  identification  tags  and  Home- 
land Security  regulations.  "Only  people's 
expectations  have  changed."  F 
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Sometimes  threats  don't  look  like  threats.  They  look  like  your  mobile  workers,  your  sales  department  or  your  CFO's  daughter.  Even  the  innocent 
set  of  downloading  a  file — one  that  looks  like  any  other,  but  is  in  fact  corrupt — can  create  a  costly  security  breach  that  can  take  your  business 
jff-line  for  days.  So  how  do  you  defend  against  threats  that  take  the  shape  of  productive  employees?  A  network  with  integrated  security 
:an  detect  and  contain  potential  threats  before  they  become  actual  ones.  Whether  they're  worms,  hackers  or  even  well-meaning  humans, 
security  that's  about  prevention.  Not  reaction.  To  learn  more  about  how  Cisco  can  help  plan,  design  and  implement  your  network  security,  visit 
;isco  com/secuntynow  SELF-DEFENDING  NETWORKS  PROTECT  AGAINST  HUMAN  NATURE. 


IeciuLQlo^y  I  Digital  Tools 

by  Stephen  Manes 


Fast  Photos  From  Little  Printers 


deliver  pictures  directly 
from  digital  cameras- 
no  computer  required. 


DIGITAL  PHOTO  PRINTERS  ARE  FOLLOWING  THE  LEAD 
of  digital  cameras:  They're  getting  smaller,  simpler 
and  cheaper.  A  new  breed  of  $200  portable  photo 
printers  has  emerged  to  produce  4-by-6-inch  color 
prints  directly  from  digital  cameras.  One  printer  even 
touts  itself  with  three  of  the  sweetest  words  in  the  technology 
universe:  "No  computer  required." 

Depending  on  the  model,  all  you  have  to  do  is  insert  a 
memory  card  into  an 

onboard  slot  or  hook     Small  new  printers  can 

up  a  camera  via  a  USB 
cable.  Then  you  press 
a  couple  of  buttons 
and  get  prints  in  a 
couple  of  minutes  or 
less,  for  40  to  60  cents 
a  pop.  Control  freaks 
can  still  hook  up  the  unit  to  a  PC. 

The  simplest  model  I  tried  is 
the  striking  cubical  $190  Olympus 
P-10.  It  has  no  card  slots  and  just  a 
single  button.  If  you  have  a  digital 
camera  that  complies  with  the 
burgeoning  new  PictBridge  print- 
ing standard,  you  can  connect  it 
via  a  USB  cable  and  pick  shots  with 
the  camera's  screen  and  buttons. 
But  you  can't  do  much  in  the  way 
of  editing,  and  on  a  camera's 
teensy  screen,  you  probably 
wouldn't  want  to.  If  you  don't 
need  to  fiddle  with  the  images,  it's 
easy.  Otherwise,  it's  time  to  head 
for  the  PC;  for  this  printer,  Macs 
need  not  apply. 

Like  other  printers  that  use  the 
dye-sublimation  process,  the 
Olympus  offers  paper  and  three- 
color  ink  ribbons  in  combo  packs. 
When  you're  out  of  paper,  you're 
out  of  ink,  and  vice  versa;  when 
you  change  paper  sizes,  you  have 
to  change  the  ribbon,  too.  Packs 
are  available  for  3.5-by-5-inch  and 
4-by-6-inch  prints;  the  latter  are 
strangely  undersized  at  3.9-by-5.8 
inches,  but  unlike  competitors', 
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they  don't  require  removing 
perforated  tabs.  At  less  than  a 
minute  per  print,  the  P-10  is  the 
fastest  of  the  printers  I  tested. 
Quality  was  not  quite  up  to 
the  others,  but  you  probably 
wouldn't  notice  except  in  side- 
by-side  comparisons.  Each 
4-by-6  costs  about  half  a  buck. 

Canon's  $280  dye-sub 
CP-330  is  PictBridge-compatible, 
too,  and  is  the  most  mobile  of 
the  lot,  thanks  to  an  included  rechargeable  battery.  It's  small, 
but  its  footprint  grows  when  you  add  the  paper  tray  and  room 
for  the  paper  to  poke  out  the  back  as  it  cycles  to  and  fro.  Canon 
offers  4-by-6  (in  truth,  the  same  size  as  the  Olympus)  cards  as 


Olympus  P-10: 
from  camera  to 
print  in  less 
than  a  minute. 


Want  ultimate  server  reliability? 


PRIMEPOWER  servers. 
For  businesses  that  never  stop. 


Outstanding  availability  and  highly  rated  service  and 
support  mean  your  business  will  be  up  and  running. 

These  days,  availability,  performance,  and  reliability  are 
everything.  As  you  look  to  improve  enterprise  uptime 


and  increase  service  levels,  you  need  to  demonstrate  measurable 
short-term  return  on  investment.  Enter  the  Fujitsu'1  PRIMEPOWER  " 
line  of  Solaris  "-compatible  servers.  From  single  CPU,  rack-mounted 
servers  to  enterprise-ready  systems  that  scale  to  128  CPUs  in 
data  center  applications,  we've  got  you  covered.  With  superb 
reliability,  industry-leading  performance,  and  service  that  wins 
customer  praise,  PRIMEPOWER  servers  can  dramatically  boost 
the  efficiency  of  your  business.  See  why  so  many  successful 
companies  trust  their  businesses  to  the  infinite  power  of  Fujitsu. 
Get  your  copy  of  our  FREE  white  paper,  Experiences  of  Enterprise 
Customers,  at  www.computers.us.fujitsu.com/ad/primepower  or 
call  (877)  905-3644. 


FUJITSU 

THE    POSSIBILITIES    ARE  INFINITE 


©2004  Fujitsu  Computer  System  Corporation.  Fujitsu  and  the  Fujitsu  logo  are  registered  trademarks  and  PRIMEPOWER  is  a  trademark  or  registeted  trademark  of  Fujitsu  Limited  in  the  United  States 
and  other  countries.  Solaris  is  a  trademark  or  registered  trademark  of  Sun  Microsystems,  Inc.,  in  the  United  States  and  other  countries.  For  more  information  on  PRIMEPOWER  servers'  perform- 
ance, visit  www.ftsi. Fujitsu. com/services/products/primepower/performance.html#benchmarks 
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well  as  labels  and  4-by-8  extra-wide  paper.  But  I  found  annoy- 
ing glitches  in  some  of  the  otherwise  attractive.  40-cent  prints, 
which  take  about  a  minute  and  a  half  to  appear.  The  similar  CP- 
220  omits  the  battery  for  $100  less. 

Sony's  $180  dye-sub  PictureStation  DPP-EX50  is  PictBridge- 
compatible  and  includes  slots  for  Memory  Stick  and  Compact 
Flash.  But  its  monochrome  LCD  control  panel  can't  display  pic- 
tures; for  that  you  have  to  connect  the  unit  to  a  TV,  where  you 
can  edit  images  and  even  display  slide  shows.  The  software  for 
editing  on  TV  is  surprisingly  speedy  and  can  work  well,  but 
using  the  unit's  limited  array  of  buttons  gets  tiresome  fast  and 
may  send  you  rushing  to  hook  the  thing  up  to  a  computer.  The 
very  nice  4-by-6  prints  take  a  minute  and  a  half  and  cost  about 
50  cents  each;  the  unit  can  also  do  two  smaller  sizes.  The  pic- 
tures are  the  best  of  this  bunch,  but  acrid  chemical  vapors 
accompany  the  printing  process. 


HP's  $200  Photosmart  245  is  a  cut-down  little  brother  of 
HP's  bigger  ink-jet  printers.  It's  not  PictBridge-compatible, 
though  a  plethora  of  card  slots  and  a  color  LCD  on  top  make  it 
easy  to  use  without  a  computer.  But  the  printing  interface  is 
awkward,  images  are  slow  to  display,  prints  seem  a  bit  grainy, 
and  at  2  'A  minutes  per  print  the  waits  are  relatively  long. 

This  printer  brings  to  mind 
the  direct  competition  for  all 

Some  models  hook    these  little  guys:  the  versatile 

ink-jet  printer  you  already  have, 
UP  TO  Cameras  Via      which  probably  does  a  fair  job 

a  cable  Others      of  Printin8  pnotos  on  its  °wn> 

including  significantly  bigger 
have  SlOtS  fOr  ones,  and  may  have  its  own 

memory-card  slots.  HP  makes  a 
memory  CardS.  standard-size  photo  printer  for 
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the  same  price  as  this  one;  even  HP's  cheaper  models  are  capable 
of  great  photo  output,  not  to  mention  the  bonus  of  sharp  black 
text.  Unless  portability  is  a  must,  it's  hard  to  imagine  why  you 
might  want  to  bother  with  a  miniprinter. 

So  just  for  fun  I  went  the  other  way  and  tried  Canon's  big, 
fast,  versatile  new  $500  i9900  Photo  Printer.  It  doesn't  have  card 
slots,  but  it  does  understand  PictBridge  and  can  deliver  a  4-by-6 
ink-jet  print  in  about  45  seconds.  It  can  easily  print  black  text  on 


plain  paper  from  regular  office  documents.  But  in  a  sense  those 
are  mere  parlor  tricks.  If  you've  got  a  camera  with  lots  of 
megapixels,  the  i9900  can  give  you  gorgeous,  gigantic  13-by- 19- 
inch  prints  for  less  than  $5  each  in  less  than  five  minutes  from 
the  time  you  hit  the  print  button.  Once  you've  seen  one  of  these 
giant  pictures,  it  is  hard  to  go  back  to  little  snapshots;  it's  like  the 
difference  between  enjoying  a  big-screen  TV  and  squinting  at  a 
PDA.  Instead  of  thinking  little,  it  may  be  time  to  think  big.  F 


Invasion  of  the  Photo  Kiosks! 


When  it  comes  to  putting 
digital  photos  on  paper, 
you  may  not  need  your 
own  printer  at  all.  You  can 
upload  your  shots  to  a  Web  ser- 
vice like  Ofoto  or  Snapfish,  but 
you  won't  get  your  prints  back 
right  away.  For  instant  gratifica- 
tion you  can  head  to  a  digital 
photo  kiosk.  With  Compact 
Flash  card  in  hand,  I  ventured 
forth  to  a  few  Seattle-area  Wal- 
greens  to  sample  the  results. 

The  experience  wasn't  per- 
fect, but  it  was  a  whole  lot  better 
than  I  expected.  Stroll  up  to  a 
kiosk,  insert  a  memory  card, 
pick  the  shots  you  want,  press  a 
couple  of  buttons,  and  the 
prints  should  emerge  a  few  min- 
utes later. 

The  first  kiosk  I  tried  was  a 
Fujifilm  Aladdin.  Voila!  Eleven  pic- 
tures in  less  than  five  minutes. 
But  the  prints  were  somewhat 
contrasty,  with  occasionally  odd  color  ren- 
dition. That's  because  this  particular  kiosk 
uses  a  thermal  ink  method  visibly  inferior  to 
the  traditional  silver-halide  process. 

A  fancier  Walgreens  had  its  Aladdin 
hooked  up  to  one  of  Fuji's  big  one-hour- 
photo  Frontier  minilabs,  which  delivered 
traditional  prints  that  looked  excellent. 
They  took  a  few  minutes  longer,  but  I  was 
lucky;  with  this  system,  snaps  from  the 
kiosk  wait  their  turn  in  line,  so  I  could  have 
been  forced  to  come  back  and  pick  up  my 
pictures  after  an  hour  or  so.  Walgreens 
charges  29  cents  per  4  by-6  print,  either 
thermal  or  traditional.  The  Frontier- 
connected  system  is  a  better  deal. 


Want  cheap  prints  from  your  digital 
camera  in  a  hurry?  Bypass  your  printer 
and  head  for  a  store  with  a  photo  kiosk. 


Working  with  the  kiosk  can  be  irritat- 
ing. If  you  just  want  a  set  of  4-by-6  prints 
of  your  entire  memory  card,  you  can  do  that 
in  a  flash.  But  the  touch-screen  system  is 
slow  enough  to  make  selecting  specific  im- 
ages a  chore,  and  using  functions  like  red- 
eye correction  is  virtually  impossible— par- 
ticularly with  an  impatient  toe-tapping 
customer  waiting  in  line  behind  you.  And 
that  customer,  who  turned  up  a  minute 
after  I  did,  had  to  wait  not  just  for  me  but 
also  for  a  store  employee  to  service  the 
machine  when  it  ran  out  of  paper. 

Kodak's  Picture  Maker  kiosks  started 


out  as  scanner-only,  but  now 
many  can  accept  memory  cards, 
too.  Unfortunately,  the  first  one 
I  tried,  also  at  a  Walgreens. 
repeatedly  delivered  a  Windows 
error  message  when  I  inserted 
my  card.  The  culprit  turned  out 
to  be  a  bent  pin  in  the  machine's 
Compact  Flash  slot.  So  much  for 
that  store. 

A  Kodak  kiosk  in  a  different 
branch  kindly  talked  me  through 
the  process  of  turning  out 
decent  8-by-IO  thermal  prints- 
yes,  these  machines  speak 
instructions  to  you  at  each  step. 
A  printed  page  normally  costs 
a  pricey  $6.99,  but  I  had  stum- 
bled onto  a  two-for-the-price- 
of-one  deal. 

These  machines  can  put 
three  4-by-6s  on  one  page,  but 
that  page  ends  up  costing  the 
same  as  an  8-by-IO,  and  you 
have  to  cut  it  apart  yourself. 
Kodak  says  its  newer  models  can  produce 
4-by-6  thermal  prints  or  use  its  minilabs  to 
produce  true  photo  prints  at  prices  com- 
petitive with  Fuji,  but  I  couldn't  find  those 
kiosks  in  my  neighborhood. 

If  the  store  isn't  right  down  the  street, 
you  may  want  to  phone  before  making  a 
kiosk  run.  At  the  three  venues  I  tried,  one 
Kodak  had  that  bum  card  reader,  one 
hadn't  been  upgraded  to  handle  memory 
cards,  and  one  Fuji  was  out  of  commission. 
But  at  least  where  I  live,  there's  always 
another  kiosk  just  down  the  road. 

-S.M. 


FOrt)CS  I  ^,ephen  ^anes  (steve@cranky.com)  was  cohost  of  Digital  Duo  and  has  been  covering 
'  technology  for  two  decades.  Visit  his  home  page  at  www.forbes.com/manes. 
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Spending  time  with 
your  company  helps  us 
understand  its  risks. 


Sure,  our  underwriters  are  a  little  bit. ..unique.  But  then,  so  is  your 
business.  At  Liberty  Mutual  our  underwriters  get  to  know  your  company 
firsthand.  We  learn  about  your  products,  your  day-to-day  operations, 
speak  face-to-face  with  your  managers,  and  ask  the  questions  that 
allow  us  to  see  beyond  just  the  facts  on  paper.  This  kind  of  intimate 
knowledge  helps  us  identify  the  risks  that  may  result  in  lawsuits  or 
damage  to  your  company's  reputation.  It  also  allows  us  to  recommend 
coverage  at  a  price  that's  appropriate  for  you.  Because  if  there's  one 
thing  our  90  years  of  experience  has  taught  us,  it's  that  unique  companies 
deserve  a  unique  approach  to  insurance.  Group  hug  anyone? 


For  more  information  go  to  www.libertymutual.coml business 


Liberty 
Mutual 
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fear  not.  we  do  multiple 
wake-up  calls. 


A  pillow  top  mattress.  250  thread  count  sheets.  The  exceptionally  comfortable  Heavenly  Bed: 
Try  and  stay  awake  long  enough  to  appreciate  it. 
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Marketing 


"China  Is  a  Big  Prize" 

Sell  one  tube  of  toothpaste  to  every  person  in  China  and  you  are  rich.  That's  the  theory. 
Here's  the  reality,  for  a  company  selling  potato  chips  |  by  russell  flannery 


WHEN  DAVID  WONG  WAS  GROWING  UP  IN  SOUTH- 
ern  China  in  the  1970s  he  didn't  even  know  what 
a  potato  chip  was.  He  snacked  on  chewy  malt 
candy,  using  rationing  coupons  to  pay  a  street  ped- 
dler who  would  chip  off  chunks  of  the  candy  with 
a  small  metal  spike.  It  was  the  twilight  of  Maoism,  China  was  poor 
and  the  concept  of  a  modern  supermarket  was  a  decade  away. 


Now  Wong  is  a  lieutenant  in  the  crusade  by  U.S.  snacks 
giant  Frito-Lay  to  push  potato  chips  on  a  billion  people  long 
content  to  nibble  on  seasoned  seaweed  and  dried  prunes. 
Wong's  territory  is  Shanghai  (Lay's  other  stronghold  is  Bei- 
jing). Standing  in  an  ultramodern  hypermarket  before  a  wall 
of  Lay's  products,  he  talks  about  the  bright  days  ahead.  It's  a 
challenge  to  persuade  a  population  to  adopt  novel  food  tastes, 


■ 
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but  this  PepsiCo  subsidiary  is  making  a 
go  of  it.  In  Mandarin,  Lay's  is  pro- 
nounced "Leshi"  and  thereby  translates 
into  "Happy  Things." 

"A  key  right  now  is  the  local  flavors," 
Wong  enthuses,  "such  as  red  meat."  And 
so  Frito-Lay  sells  chips  with  such  fla- 
voring as  "crispy,  fragrant  French  chicken 
wings"  and  "fresh,  crispy  seafood." 
PepsiCo's  next  ambition:  introduce 
Quaker  Oats  to  a  nation  whose  porridge 
needs  are  already  well  served  by  congee, 
a  soupy  rice  dish. 

The  U.S.  is  the  world's  largest  snack 
market  with  $6  billion  in  annual  sales. 
But  there's  no  growth.  China,  by  con- 
trast, is  all  of  a  $200  million  annual  mar- 
ket for  potato  chips  but  grows  10%  a 
year.  Wong  figures  he  can  boost  Lay's 
sales  by  20%  this  year  in  the  Shanghai 
territory.  The  goal  by  2007:  make  Lay's 
the  number  one  snack  in  the  world's 
most  crowded  country. 

"China  is  a  big  prize,"  says  PepsiCo's 
Asia  president,  Ron  McEachern.  "As  the 
Chinese  have  opened  up  in  the  past  ten 
years,  there's  been  an  inherent  demand 
for  foreign  products.  An  aspirational 


Taste  translator 
David  Wong: 
repackaging 
spuds  for  the 
Middle  Kingdom. 


aspect  of  that  is  a 
willingness  to  try 
new  things." 

But  taste  is  a 
tricky  matter.  "When- 
ever you  go  into  anything  that  goes  into 
the  mouth,  you're  going  to  have  a  harder 
time  as  a  multinational,"  says  Thomas 
Doctoroff,  China  chief  at  ad  agency  J. 
Walter  Thompson.  PepsiCo  also  faces 
local  rivals  that  plan  to  fight  back  with 
Western  foods  of  their  own. 

PepsiCo  set  up  shop  in  China  in 
1981,  two  years  after  rival  Coke  did, 
aiming  to  hook  a  nation  of  tea  drinkers 
on  cola.  At  the  time  China  was  much 
more  hostile  to  foreign  companies  (it  fi- 
nally joined  the  World  Trade  Organiza- 
tion two  years  ago).  PepsiCo  has  since 
invested  more  than  $1  billion  in  40  joint 
ventures,  some  state  connected,  a  few  of 
them  troubled.  Today  China  is  among 
the  five  fastest-growing  markets  for 
Pepsi.  On  swank  Nanjing  West  Road  in 
Shanghai,  as  in  other  shopping  districts 
in  China's  biggest  cities,  the  street  poles 
are  lined  with  Pepsi's  red-white-and- 
blue  logo;  Pepsi  brand  Mirinda  and 


Gatorade  drinks  fare  well  here. 

Frito-Lay  didn't  arrive  until 
1994,  when  Cheetos  made  aru 
inauspicious  debut.  Chinese  con-j 
sumers,  it  was  thought,  don't  like 
cheese,  and  Frito-Lay  dumped  the 
usual  cheesy  flavoring  for  a  corn- 
chip  base.  It  struggled.  Lay's  potato 
chips  didn't  show  up  until  1997 
because  China  bans  potato 
imports,  forcing  Frito-Lay  to  start, 
quite  literally,  from  the  ground  up, 
opening  two  farms  to  supply  big, 
round,  sturdy  potatoes  short  on 
sugar  (to  preserve  whiteness). 
Three  years  after  planting  its  first 
spud  in  China,  Lay's  launched  its 
first  entry — "salty  flavored" — and 
saw  an  instant  hit.  "We  sold  out 
6  tons  at  the  launch,"  recalls  Wong, 
who  joined  Pepsi  that  year  from 
Procter  &  Gamble. 

Now  Frito-Lay  cashes  in  on  ur- 
banization and  an  explosion  of 
convenience  stores.  Some  30%  of 
the  population  now  lives  in  cities, 
up  from  20%  a  quarter-century 
ago.  China  has  maybe  13,000  conve- 
nience stores,  a  third  of  them  carrying 
Lay's.  Why  not  all  of  them?  Prem 
Kumar,  PepsiCo's  Greater  China  snack- 
food  head,  is  aiming  in  that  direction. 

The  potato  chip  was  invented  in  the 
U.S.  just  over  150  years  ago,  and  first 
taken  by  Dallas-based  Lay's  abroad,  into 
Mexico,  in  1968.  Today  the  brand  is  in 
more  than  100  countries.  But  in  China 
Lay's  quickly  found  that  dishes  popular 
in  one  region  didn't  sell  as  well  in  oth- 
ers. Shanghai  snackers  tend  to  like  sweet 
tastes,  southerners  prefer  salty,  western- 
ers go  for  spicy  flavors  and  northerners 
prefer  meaty  ones,  forcing  Lay's  to  ad- 
just its  marketing. 

Pepsi  also  had  to  accommodate  yin 
and  yang,  the  Chinese  philosophy  that 
nature  and  life  need  to  balance  opposing 
elements  (like  light  and  dark  or  sweet 
and  sour).  It  plays  out  in  the  local  palate: 
Chinese  consider  fried  foods  to  be  hot 
and  therefore  shun  them  in  the  summer 
because  the  two  hots  don't  balance;  cool 
would  be  better. 

That  discovery  last  year  led  to  Frito- 
Lay's  most  creative  effort  in  China  so  far: 
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FORBES  GLOBAL  CEO  CONFERENCE 


The  Connected  World 

September  21-  23,  2004 
Hong  Kong 

The  speed  of  modern  travel  and  communication  technology  has  swept  away 
physical  borders  and  globalized  business,  finance  and  culture.  Economies  and  societies 
around  the  world  are  now  inextricably  connected.  To  connect  smoothly  and  work  together 
efficiently,  we  need  marketplaces,  transport  systems  and  global  standards. 

Under  the  theme  "The  Connected  World",  the  fourth  annual  Forbes  Global  CEO 
Conference  will  explore  the  critical  issues  facing  global  executives  in  today's  business 
community  and  examine  just  how  effectively  and  efficiently  connected  today's  world  is. 

Bringing  together  the  world's  leading  top  executives  as  well  as  senior  level  government 
officials,  the  Conference  will  be  another  productive  exchange  of  ideas  and  building  of 
powerful  relationships.  Key  speakers  will  include  Steve  Forbes,  President  and  CEO,  Editor- 
in-Chief,  Forbes,  Caspar  Weinberger,  Chairman,  Forbes  Inc,  James  A.  Rasulo,  President, 
Walt  Disney  Parks  and  Resorts,  Guy  Kawasaki,  Managing  Director,  Garage  Technology 
Ventures,  Siaou-Sze  Lien,  Senior  Vice  President,  Hewlett-Packard  Services  Asia-Pacific, 
Simon  Kukes,  Chief  Executive  Officer,  YUKOS  Oil  Company,  Stephanie  Burns,  President 
and  CEO,  Dow  Corning,  David  Abney,  President,  UPS  International,  John  A.  Quelch, 
Professor,  Senior  Associate  Dean  for  International  Development,  Harvard  Business  School, 
Daniel  Yergin,  Chairman,  Cambridge  Energy  Research  Associates  (CERA)  and  other 
prominent  business  leaders. 


Conference  Fee: 

Early  Bird  US$3,995 

(on  or  before  June  15,  2004) 

US$5,000  (after  June  15,  2004) 

Registration: 

Lee  Kit  Pui 

Tel:  (65)  6836  3408 

Fax:  (65)  6836  3405 

Email:  ceo@forbesasia.com.sg 

Sponsorship: 

Pauline  Seow 
Tel:  (852)  2877  8050 
Fax:  (852)  2523  9154 
Email:  pseow@forbes.com.hk 

For  more  information,  please  visit 
www.  forbes.  com/con  f 


Attendance  at  the  Forbes  Global  CEO  Conference  is  by  invitation  only  and  limited  to 
CEOs,  Presidents  and  senior  management-level  executives. 


Pictures  from  Forbes  Global  CEO  Conference  held  in  2003 
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2004  Corporate  Governance 
Forum  Series 


'The  Next  Phase  in  Governance" 

June  24,  2004 

Cherokee  Tomn  CfuB 
155  West  (Paces  Jerry  <Rpad,  O^W 
Mianta,  Qeorgia 


Co-sponsored  by 


AIG 


National  Union 


A  Member  of  American  international  Group,  Ini 


With  special  support  from  DPnme  and  Forbes 


Speakers  include: 

DENNIS  R.  BERESFORD 

Krnsi  &  Young  Executive  Professor  of 
Accounting,  J.M.  Tull  School  of 
Accounting,  Terry  College  of  Business, 
University  of  Georgia;  Director,  Legg 
Mason,  Inc.,  Kimberly-Clark  Corporation, 
and  MCI  Inc. 

BLVTHEJ.  MGGARVIE 

President,  Leadership  for  International 
Finance;  Director,  Accenture,  Pepsi  Bottling 
Group,  Travelers  Property  Casualty 
Corporation,  and  Wawa,  Inc. 

WILLIAM  V.  HICKEY 

President  &  CEO  of  Sealed  Air 
Corporation;  Board  Member,  Public  Service 
Enterprise  ( iroup  Inc.  and  Sensient 
Technologies  Corporation 

THOMAS  E.  NOONAN 

Chairman,  President  &  CEO,  Internet 
Security  Systems;  Director  of  Manhattan 
Associates,  and  founder  of  two  technology 
companies,  Actuation  Electronics  and 
Leapfrog  Technologies 

DR.  JEFFREY  A.  SONNENFELD 

Associate  Dean,  Executive  Programs  Yale 
School  of  Management,  and  President  and 
CEO  of  the  Chief  Executive  leadership 
Institute 

SARAH  A.B.  TESLIK 

Executive  Director,  Council  ot  Institutional 
Investors;  former  corporate  and  securities 
attorney  with  Willkie  Farr  &  Gallagher 

JAMES  E.  ROGERS 

Chairman,  President  &  CEO,  Cinergy 
Corporation;  Director,  Cinergy 
Corporation,  Fifth  Third  Bancorp,  and 
Fifth  Third  Bank  and  Duke  Realty 
Corporation 

JOHN  W.  KEOGH 

President  and  CEO  of  National  Union  Fire 
Insurance  Company  of  Pittsburgh,  PA  ®;  a 
member  company  of  American 
International  Group,  Inc. 


Register  today.  Contact  Christopher  Clark  at  203-618-7025 
or  email  cclark@directorship.com 
Visit  www.directorship.com  for  full  program  details 
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F0RBES.COM 

CEO  NETWORK 


Join  the  over  5,000  senior  executives 
from  around  the  globe  who  have 
restricted  access  to  unique  content, 
discussion  boards,  chats  and  polls. 

Membership  in  the  CEO  Network 
is  free  to  qualified  applicants. 

Email  ceoinvite@forbes.net  to 
request  your  membership  invitation. 
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Muscular  dystrophy  must  be 

stopped —and  it  will  be. 
MDA,  the  Muscular  Dystrophy 
Association,  is  fundins  research 
to  find  treatments  and  cures, 
o  learn  more,  call  1-800-FIGHT-MD 
or  go  to  www.mdausa.org. 


Where  hope  begins 


Marketing  

"cool  lemon"  potato  chips.  The  yellow 
strongly  lemon-scented  chips  are  dotteJ 
with  greenish  lime  specks  and  mint  an< 
are  sold  in  a  package  featuring  images  q] 
breezy  blue  skies  and  rolling  green  gras; 
Lay's  launched  them  with  a  TV  ad  featur 
ing  Malaysian  pop  star  Angelica  Lee,  wh» 
asks  fans  in  a  stadium:  "Can  you  eat  jus 
one?"  The  campaign  triggered  a  spike  ii 
sales  last  summer.  Pepsi  also  has  use< 
Hong  Kong  singer  Aaron  Kwok  and  has 
ketball  giant  Yao  Ming,  who  is  a  ho 
endorser  on  both  sides  of  the  Pacific. 

In  China  consumers  are  much  mor 
willing  to  try  a  new  item  outdoor*-! 
around  a  lot  of  other  people,  hoping  t< 
impress  their  friends  with  their  sophisti 
cation  and  courage,  says  JWT'I 
Doctoroff.  Thus  an  ad  for  Lay's  chip 
features  a  mountain  climber  munchin; 
away  while  perched  on  a  rock  face 
another  climber  swings  by  on  a  rope  an< 
grabs  one  chip,  then  returns  and  grab 
the  whole  can.  (China  is  a  particularl 
good  market  for  TV  ads,  given  that  it  ha 
126  TV  sets  for  every  100  households  anc 
still  offers  relatively  few  channels,  mak 
ing  it  harder  to  zap  away  from  a  barragJ 
of  commercials.) 

To  further  reinforce  China's  curiosit; 
with  the  new,  Lay's  promotes  the  iates 
technology.  In  February  bags  of  chip 
carried  a  coupon  that  buyers  could  usi 
to  rack  up  electronic  money  at  a  Lay' 
Web  site  and  save  toward  the  purchase  o 
a  mobile  phone  or  a  digital  camera 
More  than  half  a  million  people  ir 
Shanghai  have  opened  play-mone^ 
accounts  thus  far. 

But  Frito-Lay  has  a  long  fight  aheac 
before  it  can  make  China  as  vital  as  tht 
U.S.  market.  The  competition  is  getting 
tougher.  Taiwan-based  Want  Want  Hold 
ings,  whose  formidable  brand  and  distri 
bution  clout  makes  it  the  king  of  the  ric< 
cracker  business  in  China,  says  it  admire: 
Lay's  success  so  much  it  would  be  happ? 
to  partner  with  a  foreign  potato-chif 
maker  willing  to  enter  the  market.  "Lay': 
is  a  good  company  in  a  good  market,  anc 
we'd  like  to  be  in  that  market,  too,"  say: 
Adams  Lin,  head  of  Singapore-listec 
Want  Want's  China  division.  "The  thinj 
about  a  growing  market  is  that  it  attract: 
competition."  F 


The  Travel  Revolution  Is  Here. 

FORGET  EVERYTHING  YOU  HAVE  GROWN  ACCUSTOMED  TO  IN  LUXURY  TRAVEL. 

You  are  about  to  discover  Abercrombie  &  Kent  Destination  Clubs.  They  represent  a  new 
paradigm,  a  true  rebellion,  a  lifestyle  experience  that  revolutionizes  the  current  state 
of  thinking  in  the  luxury  travel,  second  home  ownership  and  private  jet  industries. 

Abercrombie  &  Kent  Destination  Club  members  enjoy  unlimited  use  of  a  diverse  portfolio 

of  multi-million  dollar  Club-owned  Resort  Residences,  boats,  apartments  and  suites  in 
boutique  hotels,  specially  tailored  A&K  safaris,  tours  and  cruises  on  all  seven  continents, 
and  a  private  executive  jet  fleet  powered  by  Bombardier  Flexjet®. 

IT  TRULY  IS  "SIMPLY  THE  BEST  WAY  TO  TRAVEL." 


1-800-230-9310  WWW.AKDESTINATIONS.COM 
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Entrepreneurs 


Sasson,  34,  runs  the  joint  along  with  two 
other  nightspots,  owning  45%  of  each 
(partner  MGM  Mirage  has  the  rest). 
Though  they  don't  amount  to  a  tall  stack  of 
chips — Light  grossed  $14  million  in  rev- 
enue last  year;  the  Bellagio  brought  in  $970 
million — Sasson  is  riding  something  sig- 
nificant on  the  Strip:  funneling  big 
spenders  from  clubs  into  the  casinos.  With 
another  club  and  restaurant  on  the  way, 
Sasson  is  moving  up  in  this  world — on  his 
way,  he  ardently  wishes,  to  the  top.  "For  me 
to  be  regarded  as  serious,"  he  says,  "I  need 
to  be  in  the  forefront." 

His  striving  grows  out  of  a  classically 
misspent  youth.  Born  in  south  London,  he 
grew  up  a  troubled  kid,  getting  into  van- 
dalism and  fights.  After  being  kicked  out 
of  high  school  at  15,  he  moved  to  Spain  to 
clean  kitchens  and  wait  tables  at  a  restau- 
rant his  father  owned.  Soon  Sasson  was 
boozing  and  chasing  girls  in  nightclubs.  His 
father  insisted  he  get  an  education.  "I  had 
one  of  these  Porky's  pictures  of  spring 
break  on  my  wall,  so  I  told  him  to  send  me 
to  America,"  Sasson  laughs.  He  flew  to 
Florida,  earned  a  high  school  equivalency 
and  enrolled  at  Florida  International 
LIniversity.  After  one  year  he  dropped  out. 

And  dropped  into  the  Miami  party 
scene,  supporting  that  habit  as  a  doorman 
for  the  South  Beach  nightspot  Velvet.  Real- 
izing he  could  make  more  money  running 
clubs  than  guarding  them,  Sasson  some- 
times huddled  with  the  bookkeeper  in  the 
morning  to  learn  how  business  worked. 
Soon  he  was  advising  the  club's  owner,  a 
former  Wall  Streeter  named  Gregory  Brier. 

Itching  to  run  his  own  club,  Sasson 
moved  to  New  York  in  1995  and  convinced 
Brier  to  invest  $100,000  to  open  Jet  Lounge 
in  SoHo,  which  hosted  a  young,  free-spend- 
ing crowd.  Sasson  put  up  $50,000  (from  a 
loan  from  his  father)  for  50%.  The  club  was 
a  quick  success.  Within  a  year  and  a  half  he 
was  using  the  proceeds  to  open  Jet  East  in 
the  Hamptons.  While  there,  he  created  a  stir 
when  he  dated  publicist  Lizzie  Grubman, 
drove  her  away  from  the  scene  of  her  infa- 
mous accident — and  then  cooperated  with 
authorities.  Sasson  also  drew  the  ire  of  rival 
club  owners  who  accused  him  of  sabotag- 
ing their  remodeling  efforts  by  squealing  to 
the  town's  building  department. 

Anxious  to  leave  behind  his  controver- 


sies and  eager  for  a  bigger  playground,  Sas- 
son headed  to  Vegas,  banging  on  the  doors 
of  every  casino  in  town.  "I  must  have  put 
60  proposals  together,"  says  Sasson.  Finally, 
in  2001,  Mirage  Resorts  Chief  Executive 
Robert  (Bobby)  Baldwin  offered  Sasson 
and  his  financial  backers,  Christopher  and 
Keith  Barish  (a  cofounder  of  Planet  Hol- 
lywood), an  opportunity  to  open  Light  in 


Tabs  of  up  to  $43,000:  Light  at  the  Bellagio. 

the  Bellagio.  For  roughly  $4  million,  the 
Barishes  got  55%  of  the  club.  Sasson  put 
in  $150,000  for  his  45%;  today  that  stake, 
he  boasts,  is  worth  $12  million. 

Light  has  become  something  of  a  social 
register.  A  database  keeps  track  of  almost 
every  customer  who  has  come  into  the 
club — 7,000  high-end  visitors  (tabs  in  ex- 
cess of  $5,000)  and  another  40,000  hoi  pol- 
loi.  Pushing  a  few  buttons  on  a  BlackBerry, 
the  club's  hosts  can  tell  what  people  drank, 
where  they  sat  and  who  their  cocktail  wait- 
ress was,  so  they  can  then  treat  occasional 
guests  with  the  same  familiarity  as  they 
would  the  regulars.  Clients  who  sit  at  one  of 
the  club's  40  tables  must  order  a  minimum 
of  two  bottles  of  liquor;  if  that  happens  to 
be  Grey  Goose,  the  club's  most  popular 
vodka,  the  tab  will  run  you  over  $  1 ,000  after 
tax  and  tip.  Cocktail  waitresses  can  earn 
$100,000  a  year  (two-thirds  of  that  in  tips). 
Light's  largest  check  ever:  $43,000  for  a 
party  that  swallowed  two  bottles  of  Louis 
XIII  brandy  and  four  magnums  of  Cristal 
champagne.  Good  behavior  (as  in:  no  illicit 
drugs)  is  required.  Last  year  Sasson  turned 
away  Lakers  center  Shaquille  O'Neal  be- 
cause he  was  wearing  shorts. 

"Andrew  is  very  talented,"  says  Stephen 
Wynn.  "He's  got  a  great  capacity  to  under- 


stand that  God  lives  in  the  details."  Lasj 
year  Wynn  offered  him  a  potentially  lucra- 
tive job  showing  him  the  ropes  of  running 
a  casino.  "I'd  have  learned  a  lot,"  says  Sas< 
son,  who  didn't  take  the  offer.  "But  if  the 
hotel  became  a  huge  success,  no  one  woulc 
look  at  me.  Everyone  would  always  be 
looking  at  Steve  Wynn." 

A  few  hours  before  Light  opens,  Sassor 
sticks  chewing  gum  under  the  tables 
if  the  wads  are  still  there  when  cus- 
tomers start  arriving,  he  berates  hi^ 
managers.  Loudly.  "I'm  difficult,  I've 
got  a  temper  and  I'm  arrogant,"  ad- 
mits Sasson.  By  way  of  apologizing 
he  has  his  managers  fine  him  $1 ,00( 
every  time  he  loses  his  cool  in  tht 
club  or  office.  (He's  been  fined  ted 
times  since  the  beginning  of  tht 
year;  the  money  goes  toward  tht 
company  retreat.) 

Sasson  dug  himself  in  deepei 
with  Bobby  Baldwin  and  MGM 
Mirage,  which  bought  out  the  Bar- 
ishes' stake  in  Light,  then  gave  Sas- 
son a  piece  of  the  clubs  Mist  and  Caramel 
in  return  for  his  operating  services.  Up 
next:  Fix,  a  restaurant  in  the  Bellagio,  and  a 
new  dance  club  at  the  Mirage. 

Sasson  suddenly  has  a  future  in  real  es- 
tate. In  June  he  and  partner,  Laurence  Hal- 
lier,  will  break  ground  on  Panorama,  a  $  1 8C 
million  loft/apartment  complex  overlook- 
ing the  Strip.  The  300-unit  tower,  with  con- 
dos  priced  at  $350,000  to  $3  million,  sold 
out  in  eight  weeks — all  on  word  of  mouth, 
much  of  it  from  Light  customers.  Hallien 
who  sold  his  Taxi  Tops  advertising  com- 
pany to  Clear  Channel  for  $  1 20  million  in 
2000,  footed  the  majority  of  the  $12  mil- 
lion initial  investment.  But  he  and  Sasson 
split  the  equity.  Three  additional  towers  are 
slated  in  Vegas,  and  Sasson  says  he  plans  to 
develop  projects  in  other  cities  as  well. 

What  about  his  own  casino?  Sasson's 
eyes  light  up.  Strip  locations  cost  more  than 
$1  billion  to  build,  and  casino  managers 
need  to  be  versed  in  everything  from  the 
cost  of  playing  cards  to  the  number  of 
maids  required  to  clean  a  suite — lessons  not 
taught  in  a  nightclub  curriculum.  Still, 
MGM  Mirage's  Baldwin  says  it's  probably 
just  a  matter  of  time:  "Andrew  does  won- 
derful things  at  night.  But  someday  I  intend 
to  bring  him  out  into  the  daylight." 
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where  the  future  I 


CSX  Corporation  and  Fidelity  National  Financial,  two  high-profile  corporations, 
moved  their  headquarters  to  Jacksonville,  Florida,  last  year.  With  no  local  or  state 
income  tax,  a  streamlined  permit  process  and  consolidated  utilities,  Jacksonville's  the 
perfect  spot  for  a  company  looking  to  get  even  better.  For  more  information  call  Jerry 


Ma  I  lot  at  904.366.6680,  or  log  on  to  http://perfect.expandinjax.com. 
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Digital  Dislocation 

For  years  this  fabled  British  stereo  maker  turned  up  its  nose  at  the 
home-theater  craze.  Now,  under  new  owners,  it's  racing  to  catch  up 


BY  DANIEL  LYONS 


S 


,TEREO  GEAR  USED  TO  BE  SIMPLE: 
two  channels,  left  and  right,  for 
records  or  CDs.  Not  anymore. 
Today's  audio/video  receivers  are  comput- 
ers that  use  chips  and  software  to  pump 
out  seven-channel  effects  in  a  multitude  of 


surround-sound  modes.  Far  more  com- 
plex, these  systems  also  have  much  shorter 
product  cycles,  as  brief  as  1 2  months.  A 
tough  adjustment  for  traditional  players 
like  NAD  International,  a  32-year-old 
maker  of  stereo  equipment. 

"It's  been  a  journey  through  hell,"  says 


Robert  Brown,  presiden 
of  NAD  America  anc 
chairman  of  Lenbrool 
International,  the  Cana 
dian  outfit  that  served  a. 
NAD's  distributor  ii 
North  America  befon 
acquiring  the  ailing  com 
pany  in  1999.  "We've  hat 
to  redesign  the  wholi 
product  line.  It  cost  u, 
millions  of  dollars.  But  w< 
didn't  have  a  choice." 

The  payoff:  Sales  at  45 
employee  NAD  may  tot. 
$30  million  in  fiscal  2004 
ended  Apr.  30,  the  bes 
since  its  heyday  in  the  lat« 
1980s,  with  A/V  product: 
like  receivers  and  DVE 
players  delivering  half  o 
revenue.  NAD  is  profitable 
insists  Brown,  who  de 
clines  to  be  more  specific 
Today's  NAD  (stand: 
for  New  Acoustic  Dimen 
sion)  barely  resembles  th< 
company  that  was  foundec 
in  England  in  1972  b] 
Martin  Borish,  an  electri 
cal  engineer  who  also  ha: 
a  Ph.D.  in  physics.  Tha 
company  earned  a  devotee 
fan  base  by  selling  no 
nonsense  gunmetal-gra} 
amplifiers  and  receiver: 
that  sounded  expensive 
but  weren't.  NAD's  bigges 
hit  was  a  20-watt  amp  tha 
sold  more  than  1  millior 
units  during  the  1980s  a 
prices  near  $200. 

But  things  went  down 
hill  after  NAD  was  acquirec 
in  1991  by  AudioNord,  it] 
Danish  distributor.  Th« 
Eurocentric  Danes  dismissed  surrounc 
sound  as  a  vulgar  American  fad  and  stub- 
bornly focused  on  old-fashioned  two-chan- 
nel stereo  products.  Sales  plunged,  and  NAT 
lost  money  through  the  1990s.  In  1999,  aftei 
drastic  cost-cutting,  the  Danes  finally  ekec 
out  their  first  profit  of  the  decade,  roughh 
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every  morning 


you  get  up  and  do  the  same  things, 
the  things  that  have  made  your  company  success 
but  how  will  you  build  on  that  success? 
how  will  you  reach  the  goals  you  still  haven't  achie 
do  you  want  to  do  more  for  your  community? 
do  you  want  to  do  more  for  your  employees? 
do  you  want  to  have  more  free  time  for  yourself? 
or  will  you  be  happy  if  everything 
stays  exactly  the  same? 


Progress  is  only  achieved  through  action. 
But  before  we  recommend  the  appropriate 
course,  we  want  to  know  everything  about 
where  your  business  is  today,  and  where 
you  want  it  to  be  tomorrow.  That  is  how 
together  we  will  achieve  your  vision. 
Business  is  personal.  We  treat  it  that  way. 
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$300,000  on  sales  approaching  $24  million. 

By  then  they'd  had  enough.  In  May 
1999  AudioNord  sold  NAD  to  Lenbrook,  a 
firm  in  Pickering,  Ont.,  for  an  initial  $5  mil- 
lion, plus  undisclosed  future  payouts.  But 
could  a  distributor  learn  to  develop  prod- 
ucts instead  of  just  selling  them?  Could  a 
car  dealer  design  a  sports  coupe? 

Brown,  53,  studied  accounting  in  col- 
lege. Gregory  Stidsen,  in  charge  of  product 
development,  is  NAD's  former  national 
sales  manager.  But  they  had  help.  Borish  is 
still  a  board  member,  with  some  input  on 
design.  Bjorn  Erik  Edvardsen,  the  engineer 
who  created  the  20-watt  bestseller,  also 
stayed  on. 

Now,  though,  the  focus  was  on 
A/V  and  the  U.S.  market.  Brown  set  out 


to  repair  relations  with  dealers,  including 
some  who  had  dumped  the  brand  dur- 
ing the  AudioNord  era.  He  also  had  to 
get  involved  with  manufacturers  and 
suppliers,  shuttling  between  the  States, 
the  Far  East  and  Europe.  The  stress  took 
its  toll.  In  January  2000,  only  eight 
months  after  Lenbrook  acquired  NAD, 
Brown,  then  49,  suffered  a  heart  attack 
and  stroke  that  left  him  comatose  for 
nine  days  and  laid  up  for  two  months. 
Determined  not  to  lose  focus,  he  spent 
his  recovery  tinkering  with  DVD  players 
and  simplifying  remote  controls. 

NAD's  first  A/V  receivers,  released  in 
the  late  1990s,  lacked  features  like  new 
surround-sound  modes  that  could  be 
found  on  Japanese  rivals.  Its  second  and 
third  generations,  designed  in  Canada  and 
manufactured  in  China  in  2000  and  2002, 
caught  up  but  had  quality  problems.  Some 
could  be  fixed  with  a  new  chip  or  a  soft- 
ware upgrade;  others  had  to  be  replaced. 
Others  weren't  defective,  just  too  compli- 
cated. "With  NAD's  two-channel  stereos, 
I've  never  had  a  single  unit  come  back.  But 
with  their  A/V  products,  30%  get 
returned,"  grumbles  one  longtime  NAD 
dealer.  Its  most  recent  A/V  line,  released  at 
the  end  of  2003,  boasts  better  reliability  as 


Entrepreneurs  

well  as  advanced  features  like  RS232  ports 
that  let  the  receivers  communicate  on  a 
home  network  and  controllers  that  enable 
the  receiver  to  simultaneously  play  a  DVD 
movie  in  the  living  room  and  a  music  CD 
through  speakers  in  the  kitchen. 

NAD  now  sells  13  A/V- related  devices. 
Among  them:  a  slick-looking  gizmo  that 
combines  a  DVD  player  and  an  AM/FM 
receiver,  and  a  high-end  surround-sound 
preamplifier  and  power  amplifier  that  carry 
a  combined  price  tag  of  $3,500.  "We  put 
out  19  new  models  last  year,"  says  Stidsen. 
"We  just  about  killed  ourselves  doing  it." 

Expect  more  near-death  experiences. 
NAD's  12  engineers  must  compete  with 
Matsushita  Electric  Industrial  and  Sony 
and  fend  off  threats  from  the  likes  of  Dell 
and  Gateway  and  their 
software  ally  Microsoft, 
which  sell  "entertain- 
ment PCs"  that  play  CDs, 
DVDs  and  FM  radio  in 
surround  sound,  store 
thousands  of  songs  in 
digital  jukeboxes  and  even  record  TV 
shows— all  for  about  $1,000. 

Brown  scoffs  that  those  PCs  produce 
lousy  sound.  But  the  market  seems  to  be 
saying,  Who  cares?  U.S.  sales  of  $200  to 
$1,500  "home  theater  in  a  box"  systems 
grew  20%  from  2001  to  2003,  to  $961  mil- 
lion, while  the  market  for  stand-alone 
audio  products  like  NAD's  dropped  29%, 
to  $960  million,  in  the  same  period,  says 
the  Consumer  Electronics  Association, 
which  predicts  NAD's  market  will  shrink 
another  29%,  to  $700  million,  by  2007. 

NAD  could  play  in  the  kit  market  by 
bundling  its  receivers  and  DVD  players  with 
speakers  made  by  PSB,  a  company  also 
owned  by  Lenbrook.  Brown  says  this 
would  only  confuse  the  brands.  Instead,  he 
aims  to  provide  a  fancy  alternative  that 
appeals  to  music  lovers.  That,  too,  presents 
problems.  For  one,  audio  snobs  don't  con- 
sider NAD  to  be  truly  high-end.  For 
another,  NAD's  "mid-fi"  market  is  crowded 
with  rivals,  including  premium  brands  that 
Onkyo,  Pioneer  and  Sony  have  created,  the 
same  way  Toyota  created  Lexus. 

"All  those  people  who  bought  their  big 
TVs  will  come  back,  and  their  next  pur- 
chase is  going  to  be  in  audio,"  says  Brown. 
"I  think  we  can  survive  and  prosper."  F 
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You  manage 
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manage  your 
financial  goals. 


For  a  free  copy  of  our  Smart  Money  Management  Workbook,  call 
1-877-MY-ECONOMY  or  visit  americanexpress.com/myeconomy. 

You  have  enough  to  do, 
let  alone  keep  track  of 
your  complex  finances. 
At  American  Express 
Financial  Advisors,  we 
recognize  that  getting 
your  financial  affairs  in 
order  is  perhaps  the 
hardest  part  of  managing 
your  personal  economy. 
That's  why  we've  put  together  this  Smart 
Money  Management  Workbook.  It's  the  first 
step  in  our  unique,  personal  approach  that 
helps  you  align  your  finances  with  your 
goals.  So  call  for  a  copy  of  the  free  workbook. 
Then  schedule  a  complimentary  initial 
consultation  with  an  American  Express 
financial  advisor.  Chances  are,  your  personal 
economy  could  be  doing  even  better. 
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Money  &  Investing 

MONEY  MANAGER 


uy  Japan  No 

Japanese  stocks  were  dead  money  for  14  years.  Now  it's  time  to  get  back  in, 
says  Peter  Cundill,  a  veteran  of  the  global  portfolio  scene  by  michael  maieuo 


PETER  CUNDILL  HAS  SEEN  FALSE  DAWNS  IN  THE 
nightmarish  Japanese  market  before.  The  last  one  was  in 
2001.  But  the  Canadian  money  manager  is  indifferent  to 
the  overall  state  of  the  Nikkei,  down  56%  since  its  late- 
1989  peak.  It's  enough  for  him  that  Japan  is  a  place  where 
malaise  has  long  ruled  the  day— and  a  lot  of  good  values  can 


be  found.  His  one  U.S.  fund,  four-year-old  Ivy  Cundill  Global 
Value  Fund,  is  40%  in  Japanese  stocks.  It  has  returned  9.5% 
yearly  since  inception,  besting  its  benchmark  (Morgan  Stanley's 
dollar-denominated  Europe  Australasia  &  Far  East  index,  or 
EAEE)  by  six  percentage  points.  He  thinks  his  Japanese  stocks 
have  a  lot  more  room  to  climb. 
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Little-known  in  the  U.S.,  where  his 
new  fund  has  only  $110  million,  Cundill, 
65,  has  been  successfully  doing  global  in- 
vesting for  a  good  while.  (Ivy  Cundill 
charges  1.8%  of  assets  yearly,  in  line  with 
the  international  fund  average.)  His  $2  bil- 
lion Mackenzie  Cundill  Value  Fund,  avail- 
able only  in  Canada,  has  returned  16.5%  a 
year  (in  Canadian  dollars)  since  inception 
in  1975.  That  is  appreciably  better  than  the 
Canadian -dollar-denominated  EAFE. 
Cundill  is  worldly  even  by  the  standards 
of  global  money  managers,  making  his 
home  in  London  yet  running  most  of  his 
business  from  Vancouver.  The  Montreal- 
born  manager  has  also  lived  in  Paris  and 
makes  frequent  trips  to  Tucson,  where 
he  is  a  director  of  the  Canyon  Ranch 
health  resort. 

Wiry  and  energetic,  Cundill  welcomed 
2004  with  a  five-week  tour  of  companies 
in  Tokyo,  Hong  Kong  and  Shanghai. 
Although  he  owns  some  stocks  in 
burgeoning  China,  like  power  generator 
Citic  Pacific,  he  prefers  to  invest  in  China 
via  Japanese  companies  selling  there. 

He  first  visited  Japan  in  1969  and 
began  investing  through  his  Canadian 
funds  in  1985,  enjoying  a  "good  ride" 
up  to  1987.  Then  he  went  short — a  few 
years  too  soon,  it  turned  out — and 
stayed  short  in  the  Tokyo  market  until 
covering  in  1995.  A  prescient  call.  The 
Japanese  mutual  fund  market,  which  in 
1990  was  larger  than  the  U.S.  fund  in- 
dustry, collapsed  under  the  weight  of 
overpriced  stocks  and  a  sclerotic  eco- 
nomic system.  In  1997  Cundill  returned 
to  buying  Japanese  equities.  Again,  a  lit- 
tle too  soon.  But  now  the  Japanese  mar- 
ket has  come  back  to  life.  The  Nikkei  is 
up  9%  this  year. 

Still,  good  values  remain.  Cundill 
avoids  macro  analysis,  such  as  weighing 
the  viability  of  Japan's  banking  indus- 
try or  the  strength  of  its  imports.  The 
concentration  of  Cundill's  portfolio  is 
the  result  of  his  stock  analysis.  "I 
didn't  fall  under  the  spell  of  a  beautiful 
Japanese  maiden  and  then  get  going  on 


Japan,"  Cundill  says. 

His  analysis  goes  beyond  simply  look- 
ing for  the  lowest  price/earnings  multiple. 
Some  of  his  picks  (see  table)  have, trailing 
P/Es  that  appear  high.  But  Cundill  thinks 
that  P/Es  are  of  limited  value  in  many  for- 
eign nations,  especially  Japan,  where 
depreciation  charges  are  high. 

Cundill  prefers  his  own  method  of 
finding  value,  which  borrows  from  the 
classic  Graham  and  Dodd  approach.  In 
pure  Grahamism,  all  that  matters  is  assets, 
not  their  earning  power.  Cundill's  varia- 
tion on  the  theme  involves  assessing  the 
going-concern  value  of  each  of  a  com- 
pany's divisions,  then  estimating  whether 
the  company  is  likely  to  increase  earnings 

The  Value  Finder 


Cundill  wants  companies  that  sell  for  less  than  his  estimation  of  their  asset  value. 
Despite  the  run-up  in  the  Nikkei,  many  of  these  value  plays  are  still  found  in  Japan. 


second-largest  maker  of  tea  and  fruit 
juice  drinks  in  China.  Kirin  is  trading  aj 
80%  of  Cundill's  private-market  valua- 
tion. Its  net  income  surged  88%  in  the  fis- 
cal year  ended  in  December  to  $300  mil- 
lion on  revenue  of  $14  billion. 

Another  pick:  Shiseido,  the  fourth- 
largest  cosmetics  company  in  the  work 
and  the  largest  in  Japan.  On  his  Januar\ 
voyage  Cundill  visited  a  Shiseido  store  ill 
Shanghai  that  impressed  him  with  its  hip 
attractive  clientele.  The  company  plans  t( 
open  5,000  stores  in  China  by  2009. 

Shiseido  concentrates  on  skin  care 
products,  which  are  popular  in  Asia 
rather  than  perfumes.  Throughout  the 
Far  East  people  are  frequently  barrec 


Company 

Exchange 

recent 

52-  wk  high 

asset  value1 

Citic  Pacific2 

o-t-c 

$14.69 

$15.48 

0.5 

Coca-Cola  West  Japan 

Nikkei 

23.58 

25.57 

0.6 

Guoco  Group 

Hang  Seng 

8.18 

8.18 

0.1 

Kirin  Brewery2 

Nasdaq 

10.70 

10.75 

0.8 

Loews 

NYSE 

62.96 

0.7 

Nintendo2 

o-t-c 

13.43 

0.1 

Shiseido2 

o-t-c 

13.52 

13.52 

0.7 

Prices  and  exchange  rates  as  of  Apr.  12.  'Assets  minus  liabilities,  adjusted  for  values  of  company  divisions.  -  American 
Depositary  Receipt.  Sources:  Cundill  Group;  Reuters  Fundamentals  and  Worldscope  via  FactSet  Research  Systems. 


and  revenue  over  the  next  three  years. 
Don't,  he  says,  fall  into  a  value  trap — 
where  a  stock  is  cheap  but  just  keeps  get- 
ting cheaper  as  the  business  falls  apart. 

He  prefers  companies  that  trade  at  a 
third  less  than  breakup  value.  The 
methodology  has  frequently  led  him  to 
conglomerates,  such  as  the  Guoco  Group, 
where  value  can  hide  in  the  nooks  and 
crannies. 

One  favorite  is  Kirin  Brewery  (P/E, 
34),  Japan's  second-largest  beermaker, 
with  a  third  of  the  local  market.  Kirin  also 
owns  nearly  half  of  New  Zealand's  largest 
brewery  and,  through  a  subsidiary,  is  the 


from  restaurants  for  wearing  strong 
scents.  Aside  from  that  Peter  Lynchiar 
analysis,  Cundill  likes  the  company'.' 
stated  goal  of  disbursing  60%  of  earning: 
in  dividends  and  share  buybacks. 

Coca-Cola  West  Japan  is  on  Cundill': 
list.  It  provides  20%  of  part-owner  Coke': 
global  operating  income. 

One  of  Cundill's  few  U.S.  stocks  i: 
Loews,  which  controls  an  insurance  giani 
(CNA  Financial),  a  tobacco  outfit  (Loril- 
lard)  and  an  oil  driller  (Diamond  Off- 
shore). Earnings?  Don't  ask;  a  boost  ir 
reserves  put  CNA  in  the  red  last  year.  Bu1 
the  value  is  there,  says  Cundill. 


Cundill,  who  avoids  macro  analysis,  likes  conglomerates 
because  value  can  hide  in  their  nooks  and  crannies. 
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"When  we  invested  in  these  companies,  diversification  and  the  search  \ 
for  excellence  were  our  main  objectives.  We  at  Kingdom  Holding  Company 
are  proud  to  be  associated  with  these  international  brand  names.  From  our 
headquarters  in  Saudi  Arabia,  we  will  continue  to  contribute  to  the  growth 
of  the  global  economy  with  our  investment  strategy  in  the  world's  most 
promising  businesses." 

Kingdom  Holding  Company  a 

Reaching  out  through  global  investments  A 


■Hi 

*:  Kingdom  Holding  Company  is  a  company  led  by  HRH  Prince  Alwaleed  Bin  Talal,  based  in  the  Kingdom  of  Saudi  Arabia.  Investments  outside  ol  the  Kingdom  ot  Saudi  / 


icquired  and  are  held  by  HRH  or  by  Trusts  lor  the  benelit  of  HRH  and  his  fami 
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The  Lending  Game 

If  you  are  a  top  executive,  the  new  rule  is  that  you  can't  borrow 
money  from  your  company.  But  every  rule  has  its  exceptions. 


BY  ASHLEA  EBELING 

WHEN  BERNARD  EBBERS  WAS 
running  WorldCom,  he  bor- 
rowed S408  million  from  the 
company,  in  part  to  buy  its 
stock.  Dennis  Kozlowski  ran  up  a  S242 
million  tab  at  Tyco  to  cover  bills  for 
houses,  paintings  and  whatnot.  Congress 
was  shocked.  Its  response  was  to  forbid 
public  companies,  after  July  30,  2002,  to 
make  or  even  arrange  new  loans  to  execu- 
tives or  to  modify  or  renew  old  ones.  The 
penalty  for  a  violation  is  up  to  20  years  in 
jail  and  fines  reaching  S5  million  for 
execs,  S25  million  for  companies. 

But  the  loan  provision,  just  three 
paragraphs  in  the  Sarbanes-Oxley  finan- 
cial reform  law,  leaves  much  unclear, 
including  what  a  loan  is  and  what  modi- 
fying a  loan  means.  The  Securities  & 
Exchange  Commission  hasn't  offered 


much  guidance.  So  companies  are  still 
wrestling  with  how  to  handle  old  loans 
and  whether  the  "cashless  exercise"  of 
executive  stock  grants  is  an  illegal  loan. 

Meanwhile  they're  also  changing 
compensation  plans  to  make  execs  whole 
for  the  loss  of  the  loan  perk.  (Usually 
loans  were  made  at  low  or  no  interest.) 
Says  Blair  Jones,  a  senior  vice  president 
and  compensation  specialist  with  Sibson 
Consulting:  "Sarbanes-Oxley  was  intend- 
ed to  contain  executive  pay.  But  the  worry 
is  that  some  companies  will  end  up  find- 
ing ways  to  get  around  the  loan  ban  and 
make  pay  more  abusive." 

They  may  be  getting  around  the  loan 
ban,  but  they  must  tread  carefully,  and  not 
just  because  of  Sarbanes-Oxley.  The  In- 
ternal Revenue  Service  says  it  is  examining 
both  corporate  and  executive  tax  returns 


for  abuses  in  eight  areas  of  executive  com- 
pensation, including  fringe  benefits. 

So  just  what  is  a  banned  loan?  Most 
lawyers  agree  that  signing  loans,  reloca- 
tion loans  and  loans  to  exercise  stock 
options  or  buy  stock  are  usually  no-nos. 
But  a  consensus  report  put  out  by  25  law 
firms  said  the  following  are  still  allowed: 
loans  from  401  (k)  plans;  travel  advances; 
company  credit  cards  used  for  company 
and  incidental  personal  expenses;  and  the 
drawing  down  of  preexisting  lines  of 
credit  if  the  company  doesn't  have  discre- 
tion to  approve  or  block  the  drawdown. 
Old  Loans 

The  Corporate  Library,  a  corporate 
governance  watchdog  group,  examined 
proxies  from  1 15  companies  and  found  50 
had  outstanding  loans  to  executives  dur- 
ing the  2003  and/or  2002  fiscal  years.  As  of 
2003,  14  had  already  forgiven  or  were  in 
the  process  of  forgiving  the  loans  (see 
table,  p.  182).  Another  14  had  required 
their  executives  to  repay  the  loans  in  full, 
although  some  gave  them  bonuses  to  help 
them  pay.  The  rest  of  the  companies  still 
carried  the  old  loans  on  their  books. 

Forgiving  an  old  loan  is  okay,  the  con- 
sensus statement  holds,  because  it's 
equivalent  to  the  company  granting  a 
bonus  to  the  exec  to  pay  off  the  loan.  But 
there's  no  guarantee  the  SEC  or  an  ambi- 
tious prosecutor  won't  disagree.  "What 
do  I  do  that's  not  a  crime?"  asks  Mary 
Hevener,  a  tax  lawyer  at  Baker  &  McKen- 
zie  in  Washington,  D.C.  "If  I  want  100% 
certainty  that  there  is  no  Sarbanes-Oxley 
problem,  I  make  sure  the  executive  repays 
the  loan."  Mark  Bokert,  an  executive 
compensation  lawyer  in  New  York  City, 
ran  into  that  cautious  approach  when  a 
client,  a  tech  company  chief  executive, 
wanted  an  outstanding  S500.000  loan  for- 
given as  part  of  his  new  contract.  His 
company  balked,  worried  that  this  would 
be  an  illegal  modification  of  an  old  loan. 

Loan  forgiveness  is  a  good  deal  for 
execs,  but  it's  not  a  tax  freebie.  In  a  Febru- 
ary revenue  ruling,  the  IRS  confirmed — to 
many  execs'  chagrin — that  the  forgiven 
debt  generally  counts  as  taxable  income 
to  them.  Some  lawyers  had  been  arguing 
that  forgiveness  wasn't  income  if  the  debt 
had  been  used  to  buy  stock.  The  IRS  rul- 
ing, which  is  retroactive,  shoots  down 
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A  recent  article*  estimated  that  illness  costs  American  business  approximately  $60  billion  every  year. 

The  $60  billion  sick  day. 

And  that's  just  headaches,  backaches,  and  colds.  To  help  you  minimize  these  costs,  we  offer  a  genuinely 


different  approach  to  keeping  your  employees  healthy.  To  know  more,  visit  us  online,  or  call. 


KAISER  PERMANEJMTE 


Call  your  broker  or  1-800-298-9618 


OCCUPY  THE  EXECUTIVE  SUIT 


Advertise  locally  in  the  nation's  best  business  magazines  in  your  priority  markets 
with  one  simple  media  buy  exclusively  through  MNI.  In  48  top  local  markets,  the 
MNI  Executive  Network  delivers  an  exclusive  group  of  business  leaders  who  invest 
for  success.  If  you  want  your  message  to  reach  business  decision-makers,  call 
your  MNI  representative  or  Robert  Reif,  National  Ad  Director  at  877.ASK.4MNI. 


www.mni.com 
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that  theory.  (Don't  feel  too  bad  for  the 
execs.  The  Corporate  Library  found  half 
of  the  companies  forgiving  loans  gave 
executives  cash  to  pay  the  taxes  due.) 
Cashless  exercise  of  options 

With  this  benefit  an  executive  (or  a 
rank-and-file  worker)  doesn't  put  up  any 
cash  to  exercise  his  options.  Instead, 
enough  shares  are  sold  to  cover  his  exer- 
cise price  and  taxes,  and  he  keeps  or  sells 
the  rest.  Arguably,  the  company  (or  a  bro- 
ker chosen  by  it)  is  lending  him  the  exer- 
cise money  for  the  three  days  or  so  it  takes 
to  do  the  paperwork  and  sell  the  shares. 

Is  that  a  loan  prohibited  under  Sar- 
banes-Oxley?  The  consensus  report  said 
no.  But  at  first,  out  of  fear,  most  compa- 
nies stopped  allowing  top  execs  to  do 
cashless  exercises.  With  time  some  com- 
panies have  loosened  up,  says  Robert  Bar- 
betti,  a  managing  director  of  JPMorgan 
Private  Bank. 

Other  companies  have  changed  their 
programs  so  that  executives  pick  their 
own  broker  for  the  exercise,  or  are  offer- 
ing "stock  appreciation  rights"  programs 
as  a  replacement.  (With  an  SAR,  the  exec 
owns  not  shares  but  the  right  to  collect  a 
sum  equal  to  appreciation  in  the  shares.) 
Loan  replacements 

Executive  compensation  committees 
are  using  cash  bonuses,  restricted  stock 
grants  and  phantom  stock  grants  to 
replace  stock  purchases  financed  with 
loans,  says  William  Neff,  a  tax  lawyer  with 
Hogan  &  Hartson  in  Washington,  D.C. 

The  Last  of  the  Loans 


One  advantage  of  loans  was  that  an  exec- 
utive wasn't  taxed  on  the  value  of  the 
stock  bought  with  a  loan  and  any  long- 
term  appreciation  got  taxed  as  capital 
gain,  now  with  a  top  rate  of  15%.  (The 
disadvantage:  If  the  stock  tanked,  the  exec 
might  have  trouble  paying  off  the  loan.) 

By  contrast,  an  outright  stock  grant 
is  immediately  taxed  as  compensation,  at 
ordinary  income  rates  of  up  to  35%. 
With  restricted  stock  the  exec  gets  his 
shares  up  front,  but  his  interest  in  them  is 
vested  over  time.  He  can  make  a  so-called 
83(b)  election  and  pay  ordinary  income 
tax  on  the  value  of  the  stock  when  he  gets 
it,  with  further  appreciation  taxed  as  a 
gain.  Or  he  can  put  off  paying  tax  on 
shares  until  they  vest,  which  converts  any 
appreciation  to  that  date  into  ordinary 
income.  With  phantom  stock  the  com- 
pany doesn't  deliver  the  shares  to  the 
exec  until  some  time  in  the  future,  at 
which  point  he's  taxed  on  their  value  at 
ordinary  rates. 

Clever  lawyers  are  now  dreaming  up 
other  approaches.  Tax  lawyer  Jonathan 
Forster  boasts  that  his  firm,  Greenberg 
Traurig,  is  developing  a  hush-hush  strat- 
egy that  will  provide  the  exec  and  the 
company  with  the  same  economic  and 
tax  benefits  as  a  loan  but  won't  count  as  a 
loan  under  Sarbanes-Oxley.  Why  the 
secrecy?  "You  don't  want  to  offer  up  the 
next  generation  of  ideas  when  you've  got 
Congress  and  the  IRS  working  on  execu- 
tive compensation  issues,"  he  says.  F 


Some  companies  required  executives  to  repay  loans;  others  forgave  them.  But  many 
companies,  as  of  their  2003  proxies,  still  carried  grandfathered  loans  on  their  books. 


Repaid  in  full:  American  Express, 
AT&T,  Broadcom,  Charles  Schwab, 
Cisco,  EDS,  FleetBoston  Financial, 
Goldman  Sachs,  Intel,  Jones  Apparel, 
Lockheed  Martin,  Loews,  PepsiCo, 
Verizon  Communications. 

Forgiven1:  Alpine  Group,  AT&T  Wireless, 
Eastman  Kodak,  Ebay,  Electronic  Arts, 
Kmart,  Mattel,  Nextel,  Nike,  Reebok, 
Union  Pacific,  WellPoint  Health 
Networks,  Zhone  (formerly  Tellium), 
Zions  Bancorporation. 


Outstanding:  Allstate,  Citigroup, 
Citizens  Communications, 
Clear  Channel  Communications, 
Coca-Cola  Enterprises, 
Darden  Restaurants,  FedEx, 
Golden  West  Financial, 
Honeywell  International, 
Intuit,  Leggett  &  Plart, 
Merck,  Molex,  Safeco, 
SPX,  St.  Paul  Cos., 
Sun  Microsystems,  Wyeth,  Yahoo. 


i  'Loans  that  have  been  or  are  being  forgiven, 
i    Source:  The  Corporate  Library. 
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'Your  Email  Downtime  Can  Be  Eliminated. 

If   **      Mike  Mulhollanrj 

■  Founder,  Evergreen  Assurance,  Inc. 

Former  CEO,  SunGard  Recovery  Services,  Inc. 


The  Evergreen  Application  Availability™  Service 
is  a  revolutionary  offering  that  eliminates  downtime 
for  your  mission-critical  applications.  With  Evergreen 
Application  Availability,  the  systems  you  rely  on  to 
run  your  business  -  Microsoft®  Exchange,  Microsoft 
SQL  Server,  Blackberry  Enterprise  Server,  and 
Active  Directory®  -  are  always  available. 
Guaranteed  -  no  matter  what. 


*  3 


Best  of  all,  there  is  nothing  to  buy.  No  software, 
no  hardware,  no  expensive  consultants.  A  simple 
service  contract  with  Evergreen  and  even  planned 
downtime  is  eliminated. 


Join  the  growing  list  of  businesses  that 
now  enjoy  freedom  from  downtime. 

How  do  we  do  it?  Visit  our  website  and 
see  the  demo  or  call  us  today. 


EVERGREEN 


Evergreen  Assurance.  Inc. 

Tel:  800.618.5808   |  Evergreen.net 


©  Copyright  2004  Evergreen  Assurance  Inc  All  rights 
reserved.  The  Evergreen  Assurance  name  and  logo  are 
trademarks  of  Evergreen  Assurance,  Inc. 
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For  more  financial  stats,  go  to  www.forbes.com/makers. 


Chip  Shot 


We've  made  the  argument  that  chip  stocks  have  gotten  overpriced  in  this  mar- 
ket rally  (see  "Silibubble, "  12).  But  there  are  exceptions,  and  TEXAS  instru- 
ments (28,  txn)  seems  to  be  one  of  them. 

The  stock  hit  $92  in  2000  during  the  bubble  era,  then  bottomed  out  at  $13 
in  late  2002  before  recovering  a  lot  of  lost  ground.  The  largest  maker  of  chips 
for  cell  phones  worldwide,  TI  suffered  a  bit  of  a  correction  recently  after  an 
earnings  warning  from  Nokia,  the  world's  largest  mobile-phone  maker.  Texas 
Instruments  gets  30%  of  its  revenues  from  the  wireless  market,  less  than  half  of 
that  from  Nokia. 

But  the  wireless  industry  seems  to  be  on  a  long-term  growth  track,  and 
if  Nokia  loses  market  share  to  competitors,  Texas  Instruments  can  make  up 
the  lost  volume  because  it  supplies  the  rest  of  the  field,  too.  Legg  Mason 
analyst  Cody  Acree  points  out  that  during  the  tech  bust  the  company  kept 
spending  on  research  and  development,  unlike  many  of  its  peers.  One  result 
is  a  smaller  and  more  powerful  chip  known  as  Open  Multimedia  Applications 
Processor,  or  OMAP,  that  will  let  a  cell  phone  also  be  a  digital  camcorder, 
digital  TV  set  and  3-D  game. 

Strong  earnings  growth  justifies  Tl's  tall  trailing  price/earnings  ratio  of  33. 
Last  year  the  company  returned  to  profitability.  In  2004's  first  quarter,  earn- 
ings tripled  to  $367  million  on  $2.9  billion  revenue  (up  34%). 

— Phyllis  Berntan 


Stock  price 
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Paper  Gains 

Technology  will  give  us  teleportation 
sooner  than  it  gives  us  the  paperless  office. 

So  IRON  MOUNTAIN  (44, 
IRM)  continues  to 
profitably  store  paper 
documents  and  other 
records  in  warehouses 
across  the  U.S.  and 
Europe.  It  has  two- 
thirds  of  the  U.S.  stor- 
age and  retrieval  market  and  half  the  global 
one.  This  dominant  position,  says  Morn- 
ingstar  analyst  Fritz  Kaegi,  makes  it  a  com- 
pany with  a  fairly  wide  moat  around  it. 

Iron  Mountain  has  pricing  power  and, 
with  corporate  documents  typically  re- 
tained for  seven  years,  dependable  cash 
flows.  Result:  Revenues  rose  14%  to 
$1.5  billion  in  2003,  and  earnings  45%  to 
$85  million,  causing  the  stock  to  climb 
30%  since  October.  The  stock  run-up  has 
left  Iron  Mountain  at  a  high  multiple  of 
earnings,  44.  But  its  enterprise  multiple 
(debt  plus  equity,  divided  by  operating  in- 
come) is  reasonable  at  14.  — P.B. 


Pharma  Karma 

Generic  drug  makers  are  poised  to  soar, 
thanks  to  a  bonanza  of  patent  expirations 
($35  billion  in  sales  by  2008,  says  Lehman 
Brothers).  One  of  the  largest  generic  play- 
ers is  TEVA  PHARMACEUTICAL  INDUSTRIES  (64, 

teva),  an  Israeli  outfit  available  through 
American  Depositary  Receipts.  Already  it 
is  romping.  In  2003  Teva's  net  income 
climbed  68%  to  $691  million. 

Analyst  Kenneth  Kulju  of  Credit 
Suisse  First  Boston  notes  that  Teva  has 
one  of  the  strongest  pipelines  in  the  in- 
dustry, with  94  filings  before  the  Food  & 
Drug  Administration  to  make  generic 
drugs  once  they  are  off  patent.  Teva  is 
also  the  world's  leading  supplier  of  ac- 
tive pharma  ingredients  to  the  generics 
industry.  This  gives 
it  a  raw-material 
sourcing  and  pric- 
ing advantage. 

Teva's  26  P/E 
spells  a  bargain.  The 
generics  average  is 
32.  — Josephine  Lee 


Deconstruction 

Amid  an  economic  recovery  you  might 
think  that  SHAW  GROUP  (13,  SGR),  a  con 

struction  outfit  specializing  in  the  power 
and  petrochemical  industries,  would  ben 
efit.  Sorry.  Despite  a  clear  need  to  add 
generating  capacity, 
debt-laden  power 
producers  aren't 
doing  much  capital 
spending.  For  the  fis- 
cal first  half  ended  in 
February,  Shaw's 
revenue  dropped 
22%  to  $1.3  billion, 
and  it  ran  $45  million  in  red  ink. 

Shaw  used  20%  ($33  million)  of  its. 
cash  to  pay  bills  last  quarter.  In  the  past 
year  it  twice  had  to  revise  covenants  on 
bank  lines.  Stockholders  got  a  61%  dose 
of  dilution  last  year  when  it  sold  new 
shares  to  raise  needed  funds.  Moneylos- 
ing  Shaw  has  no  P/E.  But  at  an  18  average 
multiple,  industry  peers  are  a  better  value, 
says  brokerage  First  Albany.  We  say  short 
Shaw;  cover  at  $7.  — Daniel  Kruger 
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Is  your  bottom  line  suffering 
because  of  the  90/20  rule? 


&  PacifiCare  can  help. 


90  percent  of  health  care  costs  are  driven  by  20  percent  of  your  employees.  That's  why  PacifiCare  uses  scientifically  proven 
criteria  and  evidence-based  medicine  in  our  Best  in  Class  Disease  Management  programs  to  control  costs  among  this 
population  *  We  know  to  help  you  better  control  your  bottom  line  we  have  to  manage  health  outcomes.  Healthier  employees 
and  lower  medical  trends  are  an  integral  part  of  an  effective  overall  strategy  for  holding  the  line  on  health  care  cost. 
We  also  offer  cost-controlling  solutions  in  our  innovative  new  products  and  programs.  Consider  our  Consumer  Directed 
health  plans  that  shift  some  of  the  cost  and  expenditure  decisions  to  the  employees,  giving  them  a  financial  stake  in  the  cost  of 
their  health  care.  According  to  a  Milliman  USA/McKinsey  Joint  Analysis,  health  care  costs  decrease  when  consumers  share  in 
the  expenses.  Our  Consumer  Directed  health  plans  make  employees  better  consumers  of  health  care  and  active  participants' in 
controlling  health  care  costs. 

PacifiCare's  Total  Solution  approach  also  includes  a  wide  range  of  features  and  pricing  to  meet  virtually  any  coverage  or  budget 
requirement  ^ 

Medical  PPO,  EPO,  HMO/MCO,  Consumer-Directed  Health  Plan,  Insured  or  Self-Funded. 

■  Specialty  products  to  customize  your  benefit  package:  Pharmacy,  Dental,  Vision,  Behavioral  Health,  Life  and  Disability. 

■  Value-added  services  that  enhance  the  health  care  experience  of  your  employees  without  adding  to  your  bottom  line. 
For  more  information,  e-mail  PacifiCare  at  NationalAceountSales@phs.com 

*  Mercer  Human  Resource  Consulting,  Society  of  Actuaries  2002  Annual  Meeting,  Boston,  MA,  October  30, 2002. 


® 


Caring  is  good.  Doing  something  is  better. 


Produce ;  and  services  including  avadaM.ry,  may  vary  by  state.  PacifiCare  products,  and  services  are  offered  by  one  or  more  of  the  following  PacifiCare  family  of  companies-  PacifiCare  of  AZ, 
]^fc^^^fCO  Inc;  P^CareofNV,  Inc.;  PacifiCare  of  OK,  he,  PacifiCare  of  OR,  Inc.;  PacifiCare  ofDC,  Inc;  PacifiCare  of  WA InTSca* Dendof CO 
r^  Hr  ,t  °f  ^  ^  and.ftape  ?end     CA):  PacifiCare®  is  a  federally  registered  trademark  of  PacifiCare  Life  and  HM  lns^^p^S^ 

h?^£MMHMTc      ^  Ltfe  Assurance  Company.  Other  products  and  services  are  offered  by  PacifiCare  Health  Plan  Administrators,  Inc.  RxSoluLs 


Yrs,  But  |  By  James  Grant 

The  Fed's  Folly 


ALAN  GREENSPAN  IS  A  KNIGHT  COMMANDER  OF  THE 
British  Empire  and  Ben  S.  Bernanke  is  a  distin- 
guished scholar,  but  each  draws  a  government  pay- 
check. So  when  reading  about  the  deliberations  of 
the  Federal  Open  Market  Committee,  the  Fed's 
policymaking  arm,  I  mentally  substitute  the  words  "govern- 
ment workers"  for  the  loftier  term  "central  bankers."  Govern- 
ment workers  are  only  human. 

Central  bankers  are  susceptible  to  believing  themselves  to 
be  somehow  more  than  human.  To  listen  to  Greenspan, 
Bernanke  and  the  other  ten  members  of  the  FOMC,  you'd  sup- 
pose they  had  advance  copies  of 
the  2005  editions  of  the  Wall 
Street  Journal.  They  dream  up 
an  interest  rate — the  federal 
funds  rate,  now  1% — and 
impose  that  rate  on  the  world- 
wide dollar  economy.  But  what 
do  government  workers  know 
about  interest  rates? 

Stephen  S.  Roach,  ace  econ- 
omist at  Morgan  Stanley,  was 
once  a  government  worker 
himself.  A  staff  member  of  the 
Federal  Reserve  Board,  he  toiled 
alongside  none  other  than  Don- 
ald Kohn,  a  bright  young  econ- 
omist who  rose  through  the 
ranks  to  his  present  eminence  as  a  Fed  governor.  Roach  has 
publicly  been  lobbying  the  Fed  to  lift  its  1%  rate;  Kohn  has  paid 
him  the  high  compliment  of  disputing  him  (though  not,  of 
course,  naming  him). 

Much  separates  these  two  thoughtful  men,  but  one  idea 
unites  them.  They  agree  that  the  Fed  should  set  the  rate  (they 
disagree  only  on  where  to  set  it,  and  why).  I  urge  them  to  recon- 
sider. No  committee  of  federal  employees  sets  the  price  of  soy- 
beans, automobiles  or  equities.  There  is  a  vast  futures  market 
devoted  to  the  price  of  credit.  Why  should  a  government  com- 
mittee set  short-term  interest  rates? 

If  it  were  up  to  me,  the  Fed  would  have  no  such  author- 
ity. As  it  is,  the  Fed  is  rapidly  losing  authority.  For  all  intents 
and  purposes,  U.S.  monetary  policy  is  being  outsourced  to 
Asia.  The  situation  in  brief:  We  Americans  import  more  than 
we  export;  we  discharge  these  debts  in  dollars;  the  dollars 
wind  up  in  the  hands  of  America's  creditors,  notably  Japan 
and  China;  the  Japanese  and  Chinese  invest  the  dollars  in 
short-dated  Treasury  and  agency  securities.  In  the  past  12 
months,  until  early  April,  foreign  central  banks  collectively  (~ 
bought  $277  billion  to  the  Fed's  $30  billion;  in  all,  the  for-  ' 


No  committee  of 
federal  employees 
sets  the  price 
of  soybeans, 
autos  or  equities. 

Why  should  we 
have  one  trying  to 
set  the  price  of 
money? 


fetfe-        '   eigners  hold  $1.2  trillion  ofl 
jP  Ka^V       Treasury  and  agency  securities 

j|      to  the  Fed's  $674  billion.  The 
I  Fed  sets  the  rate,  but  the  for- 

fln|k  ^^^^BPB  eigners  more  and  more  en- 
force the  policy.  Their  massive 
buying  of  short-term  dollar 
instruments  is  what  holds 
down  money  market  rates  at 
the  current  ultralow  level. 

The  foreigners  buy  not  only  | 
because  they  want  to  but  also 
because  they  feel  they  have  to.  They  live  in  dread  of  a  steep  dol- 
lar decline,  an  event  that  would  make  their  exports  uncompeti- 
tive. So  they  buy  dollars  to  suppress  the  appreciation  in  their 
own  currencies.  A  truth  worth  pondering  is  that  exchange  rates 
and  interest  rates  are  heavily  influenced,  if  not  controlled,  by 
government  workers  the  world  over. 

Roach  believes  the  1%  funds  rate  is  dangerously  low.  It 
incites  speculation,  he  says,  and  perpetuates  a  half-dozen 
grotesque  economic  imbalances,  including  an  alltime  low  sav- 
ings rate  and  a  record-high  current-account  deficit.  "By  urging 
investors  to  ignore  the  classic  perils  of  macro  imbalances,"  he 
writes,  "America's  central  bank  is,  in  effect,  reinforcing  the  con- 
viction of  market  participants  that  it  is  prepared  to  let  the  econ- 
omy and  the  markets  run.  Such  a  message  effectively  condones 
further  froth  in  the  financial  markets,  running  the  risk  of  new 
asset  bubbles  and  postbubble  shakeouts  that  an  ammunition- 
short  Fed  will  be  unable  to  counter." 

To  which  Kohn  replies  that  it's  hard  to  outguess  the  market. 
Economists  are  not  very  good  at  this,  he  points  out,  and  "nei- 
ther is  anyone  else,  including  Wall  Street  analysts."  Interest  rates 
are  indeed  at  "unsustainable  levels."  They  will  sooner  or  later 
have  to  go  up,  but  later  more  likely  than  sooner. 

"As  was  the  case  in  the  late  1990s,"  Roach  rejoins,  "Amer- 
ica's monetary  authorities  are,  in  effect,  assuming  the  inappro- 
priate role  as  cheerleaders. ...  [T]his  smacks  of  recklessness  that 
can  only  end  in  tears." 

Kohn  is  right  that  markets  are  fairly  efficient.  Roach  is  right 
that  markets  when  manipulated  by  government  workers 
become  less  efficient.  For  those  who  seek  shelter  from 
government-imposed  interest  rates  and  exchange  rates,  I  con- 
tinue to  favor  gold  and  silver.  Neither  asset  produces  income  or 
cash  flow,  and  each,  for  that  reason,  must  be  regarded  as  a  spec- 
ulation. But  there  are  speculations  and  there  are  speculations. 
The  proposition  that  our  monetary  masters  will  badly  miscal- 
culate is,  I  believe,  about  as  sure  a  thing  as  life  affords.  F 


J7Q|-|j£jj  I  James  Grant  is  the  editor  of  Grant's  Interest  Rate  Observer. 
visit  his  home  page  at  www.forbes.com/grant. 
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JOIN  GUYS  LIKE  LEHMAN,  MICKELSON 
AND  ELS  WITHOUT  HAVING  TO  PLAY  LIKE 
LEHMAN,  MICKELSON  AND  ELS. 


You  may  not  be  able  to  drive  a  ball  300  yards  or  stick  a  bunker  shot  within  inches  of  the  hole, 
but  you  can  belong  to  a  club  with  a  bunch  of  guys  who  can  -  The  PGA  TOUR  Partners  Club. 
Designed  for  the  avid  golfer  as  well  as  the  occasional  fan,  you'll  enjoy: 

•  A  subscription  to  PGA  TOUR  Partners  Magazine 
-  Golf  tips  from  the  best  players  in  the  world 

•  A  free  pass  to  a  PGA  TOUR,  Champions  Tour  or  Nationwide  Tour  event 

And  don't  miss  the  2-tor-l  Fathers  Day  Special  Membership  offer. 

GO  INSIDE  WITH  THE  PGA  TOUR  PARTNERS  CLUB. 


PARTNERS 

cure 


Join  today  at  visitors.partnersclubonline.com  or  by  calling  1-800-PGA  TOUR. 


Eiiiajicial  Strategy  |  By  A,  Gary  Shilling 

Sugar  Daddies  in  Asia 


Foreign  official  holdings 
<;qqq    of  U.S.  Treasurys  ($bil) 


THE  STRONG  GROWTH  IN  MARCH  PAYROLL  EMPLOY  - 
ment  gave  succor  to  the  bond  bears.  They've  been 
telling  you  that  the  next  big  move  in  interest  rates  is  up, 
ending  the  rally  in  Treasurys  that  began  last  August. 
They  foresee  substantial  business  spending  on  inven- 
tories, equ'pment  and  software,  which  is  supposed  to  propel  the 
economy  to  full  employment  and  inflation  before  long.  So  the 
Federal  Reserve,  they  say,  will  jack  up  rates  in  anticipation,  maybe 
before  the  November  election.  These  baleful  forecasters  also  think 
that  foreign  central  banks  will  stop  their  huge  buying  of  Trea- 
surys. That  would  then  push  up  U.S.  rates  ruinously. 

I  disagree.  The  March  job  gains  were  generated  in  govern- 
ment, hospitality,  retail,  construction  and  health  care.  These 
sectors  don't  reflect  the  majority  of  American  businesses,  the 
ones  that  must  restrain  labor  costs  since  they  lack  pricing 
power  in  a  global  world  of  surpluses.  As  the  extra  income 
from  tax  cuts  and  mort- 
gage refinancing  cash-outs 
fades,  continuing  layoffs 
will  curtail  consumer 
spending  in  this  year's  sec- 
ond half.  Sluggish  sales 
will  retard  business  spend- 
ing and  keep  the  Fed  at 
bay  while  reviving  the 
specter  of  deflation. 

I  also  expect  foreigners 
to  keep  recycling  dollars 
into  Treasurys.  They 
receive  dollars  equal  to  our 
current  account  deficit, 
$510  billion  in  2003's 
fourth  quarter  at  an  annual  rate,  and  must  invest  them  in  dollar 
assets  of  some  sort.  Right  now  foreign  central  banks  are  doing 
much  of  the  job  of  soaking  up  these  dollars,  investing  them  in 
safe  and  liquid  Treasury  bills.  That  keeps  yields  down  at  the 
short  end  of  the  yield  curve.  The  downward  tug  indirectly 
pushes  down  yields  at  the  longer  end  of  the  spectrum,  the  10-  to 
30-year  Treasurys.  This  process  will  continue. 

In  the  12  months  through  January,  foreigners  were  net 
buyers  of  $318  billion  in  Treasurys,  with  Asians  accounting  for 
$209  billion  (fellow  columnist  Jim  Grant  on  page  188  uses  a 
different  measurement  for  the  massive  U.S.  debt  in  foreign 
hands).  Foreigners  owned  $1.6  trillion  in  Treasurys  as  of  Jan- 
uary, or  37%  of  the  total.  Meanwhile,  U.S.  private  investors 
have  dropped  their  holdings  to  46%  as  they  bail  out  of  bond 
funds  and  Treasurys.  (The  remaining  17%  is  held  by  U.S.  gov- 
ernmental bodies.) 

Our  current  account  deficit  goes  hand  in 
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Source:  U.S.  Commerce  Department. 
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hand  with  the  federal  deficit. 
The  unwritten  rule  in  Washing- 
ton is  that  if  you  have  a  fiscal 
deficit,  you  should  run  a  trade 
deficit  of  like  amount.  Then  for- 
eigners will  finance  the  federal 
red  ink  as  they  recycle  the  cur- 
rent account  deficit  dollars. 

The  recent  jump  in  foreign 
official  Treasury  holdings  (see 
chart)  also  reflects  the  dollars 
the  central  banks  buy  to  sup- 
port the  buck.  Japan  doesn't  want  a  strong  currency  to  im- 
pede its  exports,  and  it  keeps  the  yen  value  down  by  printing 
yen  at  a  furious  rate  and  using  this  currency  to  buy  dollars — 
192  billion  of  them  last  year  and  140  billion  this  year  so  far. 
The  acquired  dollars  are  then  turned  into  Treasury  paper. 
China,  with  a  dollar-pegged  yuan,  has  to  recycle  all  the  U.S., 
currency  generated  by  its  trade  surplus  with  America,  plus  the 
greenbacks  brought  in  for  direct  investment  there. 

So  if  foreigners,  especially  governments,  stop  buying  Trea- 
surys, there  could  be  trouble  in  our  bond  market,  and  if  they 
unload  what  they  now  have,  big  trouble.  But  these  actions  are 
unlikely.  Don't  believe  rumors  that  Japan  will  no  longer  support 
the  dollar  because  it  can  afford  to  downplay  exports. 

Four  previous  Japanese  recoveries  in  the  last  decade  quickly 
faltered.  And  consumer  spending  there  remains  weak  while 
deflation  encourages  the  ever-pessimistic  Japanese  to  wait  for 
lower  prices  before  buying.  Besides,  the  century-old  Japanese 
export-or-die  mentality  is  sacrosanct.  The  central  bank  will 
keep  propping  up  the  buck  to  make  exported  cars  and  TV  sets; 
cheap  to  American  consumers. 

Similarly,  China  can't  abandon  its  dollar  buying.  It  needs 
a  strong  dollar — a  weak  yuan,  that  is — to  keep  its  exports 
competitive  and  to  keep  its  underemployed  population  busy. 
The  day  may  come  when  the  Chinese  government  stops  being 
the  lender  of  last  resort  to  America,  but  if  it  does  stop,  there 
are  a  billion  or  so  Chinese  citizens  ready  to  take  up  the  cause. 
Given  the  legal  right  to  do  so,  they  would  yank  deposits  out 
of  the  Chinese  banking  system  and  invest  in  U.S.  securities. 

The  legendary  stability  of  Treasurys  and  the  ubiquity  of 
the  dollar  make  Treasurys  very  appealing  to  central  banks 
overseas.  The  Euroland  economies  are  a  mess.  Dollar  alterna- 
tives to  Treasurys,  such  as  American  stocks  and  real  estate,  are 
out  for  central  banks.  As  for  gold,  they  are  in  the  process  of 
selling,  not  buying,  it.  Treasurys'  special  allure  remains  intact, 
and  I  see  the  next  big  move  in  interest  rates  as  down.  F 


Forbes 


A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co..  economic  consultants 
and  investment  advisers.  Visit  his  home  page  at  www.forbes.com/shilling. 
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ICAN  HERITAGE  WAS  BORN 


1 954,  American  Heritage  took  history  out  of  the  classroom  to  make  it  entertaining. 

e  magazine's  mission  has  been  to  tell  a  story  -  Our  Story  -  to  readers  who  are  sophisticated, 
,  .orldly  and  intellectually  curious.  With  humor,  drama  and,  above  all,  authority,  American 
teritage  illuminates  the  trends  -  and  lessons  -  that  emerge  from  the  past,  and  puts 
)resent-day  events  into  perspective  by  showing  "we've  been  through  this  before." 

iTiroughout  2004  we  celebrate  our  50th  Anniversary  with  special  features  and  events— more 
j.tories  of  our  triumphs,  heroes  and  heritage.  More  about  what  makes  us  uniquely  American. 

"he  celebration  will  culminate  with  our  December  2004  issue 

'he  Special  50th  Anniversary  Issue— commemorating  50  years  of  being  the  preeminent 
lagazine  of  the  American  Experience, 

December  50th  Anniversary  Issue  available  late  November. 
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at  212-367-2512  or 
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Hapital  Markets  |  By  Marilyn  Cohen 


How  to  Shop  for  a  Muni 


MUNICIPAL  BONDS  TEND  TO  BE  -  GOOD 
investments  for  high-taxed  investors,  and  these 
days  the  supply  is  ample.  For  that  we  can  thank 
profligate  legislatures  and  the  cyclical  downturn  in 
tax  revenues.  But  out  of  a  misplaced  aversion  to 
risk,  all  too  many  investors,  particularly  institutions,  are 
demanding  the  safety  of  insured  munis.  That's  where  the  issuer 
takes  out  a  policy  that  will  make  bondholders  whole  if  there's  a 
default.  The  insurance  is  not  free.  It  cuts  a  slice  out  of  your  yield. 

In  1991,  according  to  Thompson  Financial  Securities  Data, 
30%  of  all  new  issues  with  maturities  of  13  months  or  more 
were  insured.  By  last  year  that 
figure  had  leapt  to  54%. 
Memories  of  the  Washington 
Public  Power  Supply  default 
of  the  1980s  and  the  Orange 
County,  Calif,  default  of  the 
mid-1990s  combined  with 
recent  recession  malaise  to 
propel  the  rush  to  insure. 

This  is  an  overreaction. 
The  historic  muni  default  rate 
is  less  than  1%.  And  the 
defaults  invariably  are  from 
small,  unrated  issuers,  like 
parking  garage  authorities 
and  wind-power  developers 
that  you  shouldn't  be  invest- 
ing in  anyway.  The  chances 
are  very  slim  that  we'll  have 
another  WPPS  or  Orange  County  debacle,  especially  since  the 
economy  (hence  tax  revenue)  is  on  the  mend. 

How  do  you  know  whether  a  bond  is  insured  or  not?  The 
prospectus  will  tell  you.  The  information  also  is  gettable  from 
Bloomberg  machines,  if  you  have  access  to  those. 

Don't  get  me  wrong.  I  don't  think  insured  bonds  are  going  to 
go  bust.  My  point  simply  is  that  since  you  always  should  diversify 
your  investments,  avoiding  noninsured  munis  is  foolish.  The 
growing  investor  preference  for  insured  paper  is  unwarranted. 

The  average  insured  ten-year  muni  yields  3.95%,  says  Munic- 
ipal Market  Data.  This  yield  is  independent  of  the  credit  quality  of 
the  issuer  since  it's  the  insurance  that  gives  the  bond  its  credit  qual- 
ity. The  rating  agencies  generally  throw  an  AAA  rating  on  any  bond 
with  insurance  from  a  recognizable  insurance  company,  although 
uninsured  bonds  (such  as  from  Morris  County,  N.J.)  that  rate  an 
AAA  on  their  own  are  considered  even  safer  and  yield  a  tad  less. 

A  single- A,  ten-year  noninsured  bond,  though,  yields  4.20%. 
A  quarter-point  increment  is  not  going  to 
make  you  rich.  Still,  every  little  bit  helps.  And 
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Do  you  really 
want  to  sacrifice 
yield  just  to  get 
insurance  on  a 
municipal  bond? 

You  might  be 
better  off  relying 
on  diversification 
to  get  safety.  Few 
default  anyway. 


if  you  have  your  muni  portfolio 
divided  among  20  bonds  from 
different  parts  of  the  country 
and  with  different  income 
streams  backing  them  (general 
obligation,  hospital,  turnpike, 
etc.),  you  have  diversified  away 
much  of  the  default  risk. 

Nowadays  munis,  whether 
from  insured  bonds  or  not, 
have  much  better  aftertax  yields 
than  medium-term  Treasurys. 
For  someone  in  the  35%  federal  bracket  the  ten-year  T  note, 
recently  yielding  4.37%,  delivers  only  2.84%  aftertax. 

When  might  I  bend  my  rule  that  municipal  bond  insurance 
is  not  worth  the  yield  give-up?  There  are  three  circumstances  in 
which  you  might  reasonably  prefer  insured  bonds.  One  is  if  you 
have  too  little  in  the  market  ($1  million  or  less)  to  efficiently  get 
diversification.  Another  is  if  you  prefer  revenue  bonds.  Who's 
to  say  that  the  airport  you  are  financing  won't  be  destroyed  by 
a  terrorist  or  fiscal  mismanagement?  The  third  involves  liquid 
ity.  If  you  might  need  to  cash  out  before  maturity,  you  will  find 
that  it  is  much  easier  to  unload  an  insured  bond  than  an  unin- 
sured one  without  taking  a  bad  haircut  in  the  price. 

If  you  buy  insured  bonds,  make  sure  that  no  more  than  1 5% 
of  them  are  covered  by  one  insurer;  there  are  other  secondary 
sources  of  repayment,  such  as  bonds  that  are  escrowed  to  matu 
rity  with  U.S.  government  bonds.  The  reason,  again,  is  diversity. 
A  big  disaster  could  take  down  a  single  insurer.  Other  factors 
could  push  a  municipal  insurer  into  financial  trouble.  Severe  price 
competition  can  erode  an  insurer's  financial  base  so  it  can't  meet 
claims.  Management  may  lose  its  way  and  diversify  into  nonin 
surance  businesses  that  are  losers. 

You  can  go  to  the  Web  sites  of  the  four  biggest  insurers — 
Financial  Security  Assurance,  MBIA  Insurance,  Ambac  Assur- 
ance and  Financial  Guaranty  Insurance  Co. — to  see  their  client 
lists.  MBIA,  Ambac  and  FSA  for  instance,  are  exposed  to  the  Port 
Authority  of  New  York  &  New  Jersey.  Standard  &  Poor's  rates 
this  quartet's  claims-paying  ability  a  pristine  AAA.  Much  smaller 
XL  Capital  Assurance  is  the  only  other  AAA  in  the  field. 

If  you  are  looking  to  get  in  now,  consider  two  noninsured 
issues  whose  price  premiums  are  entirely  justified.  I  recom- 
mend Michigan  State  Hospital  Revenue  5s  due  Nov.  1,  2009, 
noncallable  and  priced  at  107  to  yield  3.60%  to  maturity.  I  also 
like  the  New  York  City  General  Obligation  5.25s  due  Aug.  1 
2014,  callable  2013  for  a  4.22%  yield  to  worst  call  and  4.30% 
yield  to  maturity,  priced  at  108. 
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Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angeles| 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen. 
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ALEJANDRO  ZAFFARONI'S  new  take 
on  an  old  drug  delivery  method  gets 
its  inspiration  from  cigarettes. 


BY  ZINA  MOUKHEIBER 


ALEJANDRO  ZAFFARONI,  A  DEVOUT  NONSMOKER  AND 
one  of  the  world's  most  successful  biotech  entrepre- 
neurs, has  always  been  fascinated  with  the  cigarette. 
Not  by  its  romance  or  dangers,  but  by  its  efficiency. 
"It  is  an  amazing  delivery  system;  one  puff  and  the 
nicotine  goes  to  the  brain  in  15  seconds,"  says  Zaffaroni.  "Why 
not  do  this  for  drugs?" 

It  was  a  question  he  asked  himself  a  few  years  ago,  while  read- 
ing about  nicotine  addiction.  This  summer  he  will  move  one  step 
closer  to  an  answer.  Alexza  Molecular  Delivery  Corp.,  the  latest 
Zaffaroni  startup  (it's  his  fourteenth),  will  begin  human  trials  of 
a  migraine  drug  to  be  inhaled  through  a  device  that  looks  like  a 
flat  whistle.  Add  heat  and — poof! — the  drug  vaporizes  into  an 
odorless  microparticular  mist  that  passes  quickly  through  the 
lungs  into  the  bloodstream  in  order  to,  it  is  hoped,  deliver 
instant  relief. 


The  idea  of  inhaled  medicine  goes  back  to  German  experi- 
ments with  insulin  in  1925  and  continues  with  Inhale  Thera- 
peutic Systems,  which  went  public  in  1994  (recently  renamed 
Nektar  Therapeutics).  The  small  stampede  of  companies  work- 
ing this  mine  includes  Aerogen  and  Aradigm,  which  are  explor- 
ing aerosolizing  injectable  liquid  drugs  such  as  insulin  and  certain 
painkillers;  and  Alkermes  and  Nektar,  which  are  working  on  drug 
powders  to  be  inhaled. 

What  sets  Alexza  apart  is  its  counterintuitive  scheme  to  apply 
heat  to  turn  pills  or  liquids  into  a  fast-acting  smoke.  Chemists 
consider  it  heresy  to  heat  up  a  drug,  because  heating  increases  the 
rate  of  its  degradation,  potentially  rendering  it  impotent;  it  also 
introduces  the  risk  that  carcinogenic  or  otherwise  toxic  by-prod- 
ucts could  lodge  in  the  lining  of  the  throat  and  lungs.  "We  don't 
want  to  go  there,"  says  John  S.  Patton,  Nektar's  founder  and  chief 
scientific  officer. 
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Leave  it  to  Zaffaroni  to  try.  He  has  astonished  the  scientific 
community  before.  Now  81,  the  Uruguyan-born  biochemist  has 
fathered  such  groundbreaking  biotechs  as  Alza  (of  nicotine-patch 
fame  and  now  part  of  Johnson  &  Johnson),  DNA-chip  king 
Affymetrix  and  gene-breeder  Maxygen.  Along  the  way  he  has 
amassed  a  fortune  that  probably  exceeds  $300  million.  "He  has  a 
vision  of  where  things  are  going  in  science,  and  he's  smart  at 
putting  together  the  right  combination  of  business  and  science," 
says  noted  Stanford  chemistry  professor  Harden  McConnell. 

Alexza,  in  Palo  Alto,  Calif.,  is  targeting  ailments  that  need 
rapid  relief,  such  as  pain,  insomnia  and  erectile  dysfunction.  The 
four-year-old  startup  has  spent  $30  million  so  far  developing  a  va- 
porization method  and  an  experimental  inhalation  device.  The 
migraine  drug,  if  approved,  could  compete  very  well  against  ex- 
isting treatments  such 
as  Merck's  Maxalt  and 
GlaxoSmithKline's  Im- 
itrex.  In  pill  form,  these 
medications  typically 
take  two  hours  to  kick 
in  and  a  half  hour  via 
injection.  Zaffaroni 
wants  to  provide  relief 
in  60  seconds.  In  ani- 
mal trials  Alexza  con- 


It  takes  2  HOURS  for  a  migraine 

30  MINUTES  via  injection, 
and  potentially  LESS  THAN  A  MINUTE  via  inhalation. 

ducted  in  2002,  an  inhalable  version  of  Maxalt  constricted  blood 
vessels  in  dogs  within  a  minute,  compared  with  15  minutes  by  in- 
jection. For  its  human  trials  due  to  begin  this  summer  Alexza 
has  chosen  a  generic  migraine  drug  that  doesn't  have  the  car- 
diovascular risks  associated  with  Maxalt  or  Imitrex. 

Zaffaroni  admits  he  had  no  idea  before  he  started  Alexza 
whether  heating  drugs  would  work  or  not.  In  2000  he  began 
bouncing  the  idea  off  his  vast  network  of  eminent-scientist 
friends,  including  Stanford's  Harden  McConnell.  "I  thought  it 
was  crazy,"  says  McConnell. 

Zaffaroni  was  determined  to  give  it  a  try,  putting  up  so  far 
$9.2  million  of  his  own  money.  McConnell  suggested  he  hire  one 
of  his  doctoral  students,  Joshua  Rabinowitz,  a  32-year-old  physi- 
cian with  a  talent  for  solving  difficult  chemistry  problems. 

As  a  first  stab  Rabinowitz  picked  the  antihistamine  Benadryl 
and  set  about  figuring  out  how  to  turn  this  powder  into  pure, 
medicinally  potent  smoke.  He  tried  heating  it  up  at  different  tem- 
peratures on  a  piece  of  metal  foil  and  succeeded  only  in  turning 
the  drug  into  piles  of  stinky  tar.  He  then  sparked  a  small  fire 
when  he  tried  to  heat  it  up  quickly  before  it  could  disintegrate. 
After  six  months  Rabinowitz  was  frustrated,  but  he  remembered 
Zaffaroni's  words:  "We're  going  to  fail,  and  fail  again,  until  we 
succeed." 


One  Saturday  evening  in  early  2001  Rabinowitz  mixed  the 
drug  with  a  solvent,  transforming  the  mound  of  powder  into  a 
film  1  micron  thick  (that's  a  thousandth  of  a  millimeter)  coating 
a  piece  of  foil.  Then  he  switched  on  an  electric  current  to  heat  up 
the  foil  instantly  to  600  degrees  Fahrenheit.  In  a  flash  the  foil  was 
clean,  and  a  clear  mist  hung  in  the  air  without  any  burning  tak- 
ing place.  By  augmenting  the  drug's  surface  area,  Rabinowitz  had 
increased  its  exposure  to  air,  allowing  it  to  quickly  escape  the 
heat  and  vaporize  without  burning.  The  drug  particles,  measur 
ing  1  to  3  microns  across,  were  just  the  right  size  to  pass  into  the 
lungs  without  getting  stuck  in  the  throat.  "It  was  an  amazing  day 
when  it  worked,"  says  Rabinowitz. 

He  leafed  through  the  pharmaceutical  bible,  the  Physicians 
Desk  Reference,  and  selected  300  drugs  to  test,  culling  only  those 
for  which  fast-onset  was  a  necessity,  including  medicine  for  mi- 
graines (Imitrex),  allergies  (Claritin)  and  depression  (Prozac) 
Before  blowing  them  up  Rabinowitz  first  stripped  the  drugs  ol 
the  additives  that  give  pills  structure,  taste  and  shelf  life  but  which 
might  harm  the  lungs  if  inhaled.  As  it  turned  out,  160  of  the 
drugs  came  through  the  vaporization  process  with  sufficient  dose 
quantity  and  purity  and  the  right  particle  size.  The  rest  either 
broke  down  because  of  the  heat  or  lost  their  strength  because 
the  surface  of  the  foil  couldn't  hold  enough  of  a  dosage. 

Now  Alexza  needed  a  device  that  could  replicate  the  lab  va- 
porization. A  chemist  formerly  at  Alza  who  knew  of  Zaffaroni's 

project  put  him  in  touch 
tO  kick  ill  with  a  firm  called  Molec 

ular  Delivery  in  nearby 
Pleasanton.  Its  founder 
Stephen  Schneider,  had 
developed  a  device  the  size 
of  a  small  shoebox  to  heal 
up  pure  tetrahydrocannabinol,  or  THC,  the  active  ingredient  in 
marijuana.  It  was  intended  for  medicinal  use  as  a  nausea  reliever 
or  appetite  stimulant  for  those  unwilling  to  smoke  plant  mater- 
ial. The  THC  project  was  deprioritized  when,  in  late  2001,  Alexza 
merged  with  Molecular  Delivery. 

Though  biotech  was  suffering  one  of  its  worst  downturns  in 
2002,  venture  funds  were  more  than  willing  to  throw  money  al 
the  next  Zaffaroni  venture.  Alexza  raised  $45  million  from  in 
vestors  including  Versant  Ventures  and  Frazier  Healthcare  Ven 
tures  and  in  2003  hired  Thomas  King  to  be  chief  executive. 

King  puts  the  potential  market  size  for  heated-up,  smokabk 
drugs  at  $15  billion  a  year.  Besides  developing  the  migraine  drug; 
he  aims  to  find  larger  pharma  firms  eager  to  vaporize  theii 
patented  compounds.  Alexza  is  still  fiddling  with  the  shape  of  its 
device,  to  be  powered  by  batteries  and  other  means.  King  says 
the  device  should  cost  no  more  than  $2  to  make. 

Plenty  of  questions  remain.  Alexza's  human  trials  may  fail  tc 
replicate  the  success  of  the  earlier  animal  study.  And  the  company 
may  struggle  to  overcome  fears  of  smoking  harmful  chemicals 
The  device  can't  be  used  to  deliver  all  drugs;  Rabinowitz  had  tc 
rule  out  almost  half  of  the  first  300  he  tested  because  they  came  oul 
too  weak  or  decomposed.  But  there  are  enough  worthy  candidates 
for  Zaffaroni  to  make  a  business  out  of  it.  F 
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THE  ADVENTURER 

AM  HOLDING  ON  FOR  DEAR  LIFE.  BEHIND  ME  IS  A  THUNDERING  WALL  OF  WHITE  WATER  AS 
high  as  a  three-story  building.  Ahead  lies  famous  Sunset  Beach,  on  the  north  side  of  Oahu, 
a  good  mile  distant.  Our  Wave  Runner  is  traveling  toward  it  at  30mph,  but  the  giant  wave 
behind  us  is  still  gaining.  "Don't  fall  off,"  screams  surfing  legend  Ken  Bradshaw  as  he  guns 
■  the  throttle.  "A  wave  this  size  will  keep  you  underw  ater  for  at  least  30  seconds." 
Bradshaw  is  giving  me  a  firsthand  peek  into  the  world  of  really  big  surf.  While  the  wave  is  easily 
the  biggest  I've  seen,  to  Bradshaw  it's  on  the  small  side  of  medium.  He  has  surfed  waves  three  times 
its  size.  ■  .  " 

On  fan.  28, 1998,  when  storm-spawned  waves  had  made  Hawaii's  North  Shore  beaches  too  dan- 
serous  to  surf,  Bradshaw  and  partner  Dan  Moore  took  their  Wave  Runner  a  few  miles  offshore  to  a 


gerous  to  surf,  Bradshaw  and  partner  Dan  Moore  took  their  Wave  Runner  a  few  miles  offshore  to  a 
place  where  70-foot  monsters  were  breaking.  Bradshaw  first  rode  a  65-footer.  His  next — a  behe- 
moth whose  face  towered  85  to  90  feet — let  him  set  a  world  record  for  the  biggest  wave  ever  surfed. 
Some  of  his  adventures  that  day  were  captured  on  film,  for  the  L\1AX  movie  Extreme.  (For  an  inter- 
view with  Bradshaw,  see  forbes.com/adventurer.) 

Bradshaw,  51,  had  been  waiting  all  his  life  for  that  moment.  Even  as  a  kid  growing  up  in  Hous- 
ton, Tex.,  he  knew  such  waves  existed.  That's  why  in  the  1960s  he'd  moved  to  Haleiwa,  Hawaii, 
where  he  made  custom  surfboards  and  took  odd  jobs.  But  until  recently,  there  was  no  way  to  ride 
such  giants.  They  break  on  reefs  far  from  shore  and  move  too  fast  to  be  caught  by  paddle  surfers. 

We've  all  seen  paddle  surfing — in  movies  like  The  Endless  Summer  and  Gidget.  A  surfer  loi- 
ters at  sea,  waiting  for  a  set  of  waves,  to  break.  As  they  crest,  he  catches  them  by  paddling,  then 
mounts  his  board  and  rides  one  in.  A  big  one  would  be  40  feet.  Waves  taller  than  50  feet  gener- 
ally travel  too  fast  to  be  caught  by  this  technique. 

Tow  surfing,  popularized  in  the  1 990s,  does  away  with  paddling.  Here  the  surfer  "water-skis"  his 
board  behind  a  high-speed  tow  vehicle.  Once  he's  matched  the  wave's  pace,  he  lets  go  of  the  tow  rope 
and  surfs.  Done  right,  tow  surfing  a  big -wave  can  be  safer  than  paddle  surfing  something  smaller.  Rea- 


son: The  giant  wave,  rather  than  crashing  near  shore  in  the  shallows,  instead  subsides  while  in  deep 
water,  landward  of  the  reef. 

Tow  surfing,  like  anything  new,  is  controversial.  Environmentalists  fault  it  for  the  noise  and 
pollution  associated  with  gasoline-powered  craft.  Surfing  purists  say  tow  ruins  one's  commu- 
nion with  nature.  It  is  arguably  unsporting:  You  are  already  standing  on  your  board  when  you 
enter  a  wave. 

Bradshaw,  who  paddle  surfed  for  25  years  before  helping  to  pioneer  tow,  is  circumspect. 
Progress  is  progress,  he  shrugs.  But  he  says  anybody  bent  on  trying  tow  had  first  better  be  profi- 
cient in  paddling.  "Believe  me,  you'll  be  glad  you  have  paddle  experience  when  you  fall  in  your 
first  tow  swells,"  he  says.  "They  can  push  you  down  30  feet,  burst  your  eardrums  and  hold  you 
under  for  more  than  a  minute.  If  you  panic,  you'll  drown." 

Bradshaw  has  heard  that  off  the  coast  of  Mexico,  in  the  Sea  of  Cortez,  waves  reach  100  feet. 
Other  promising  breeding  grounds  include  the  northern  California  coast  off  San  Mateo,  the 
north  coast  of  Maui  and  the  waters  off  Tahiti's  Teahupoo.  Says  Bradshaw:  "A  hundred  feet  to 
surfing  is  what  the  sound  barrier  was  to  Chuck  Yeager,  or  the  four-minute  mile  to  Roger  Bannis- 
ter. If  the  waves  are  Out  there,  we'll  surf  them."  ■  -  F 


RIPPLES 
To  surf  big,  start  small.  Paddle 
champion  Hans  Hedemann  can 
have  you  riding  2-footers  in  no 
time  at  all.  (Trust  us,  they'll  feel 
like  10.)  Private  instruction 
typically  costs  $50  to  $95  per 
hour,  including  equipment;  group 
lessons  cost  less.  For  a  longer  list 
of  surf  schools,  see 

WWW.B0ARDF0LI0.COM/SURFUNKS/CAMPS.HTML 


Hawaii:  Hans  Hedemann  Surf 
School.  Outrigger  Reef  Hotel 
(Honolulu).  Turtle  Bay  Resort 
(north  shore  of  Oahu). 
808-924-7778 

WWW.HHSURF.COM 

California:  Club  Ed 
International  Surf  School. 
West  Coast  Santa  Cruz  Hotel. 
831-459-6664 

www.club-6d.com 


Florida:  Florida  Surf  Lessons. 
Miami  Beach,  Fort  Lauderdale. 
561-712-8871 

WWW.FL0RIDASURFLESS0NS.COM 

North  Carolina:  Wrightsville  Surf 
Camp.  Wrightsville  Beach. 
866-844-7873 

WWW.WBSURFCAMP.COM 

Tofino,  British  Columbia:  Pacific 
Surf  School.  888-777-9961 

WWW.PACIFICSURFSCHOOL.COM 
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Wave? 


A  technique  called  tow  surfing  opens 
up  the  possibility  of  riding  waves 
the  height  of  a  large  apartment  building. 

Do  you  have  a  death  wish? 


BY  JAMES  M.  CLASH 


layClassified 


Yachting 


\Rent  A  Greek 

ruising  Palace 


And  sail 
among  the 
00  Greek 
islands 


Also  available  for  Athens  Olympics  2004 
See  Website:  OlympicsAthens2004Yachting.com 

Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  6  to  50  guests, 
from  50'  to  200'  and  $700  to  $20,000  per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 
BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 
to. .  .pamper  you. 

VALEF  YACHTS  LTD 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)  641-1624  •  (215)  641-0423  •  (800)  223-3845  •  Fax:  (215)  641-1746 
E-mail:  info@valefyachts.com  •  Website:  VALEFYACHTS  com 


watcheslikenew  *com 


The  world's  finest  watches 
at  discount  prices. 

1-877-973-7437 


watcheslikenew  com 


!! GETTYSBURG,  PA!! 

Largest  &  Finest  Battle  House  in 
private  hands.  Built  1837.  Prominently 

located  on  Seminary  Ridge. 
Meticulously  restored  brick  Victorian. 
4200  sq  ft.  nearly  2  acres. 
Learn  much  more  at 
www.gettysburghouseforsale.com 
Owners  717-334-1031 


Hamptons  Real  Estate 


SILVERSEA 

CRUISE  EXPERTS 


Best  Prices 
1-800-747-5670 


Oceanfront  "Wow!"  House 

Hamptons.  4.7  acres,  6,500  sq.  ft,  killer 
oceanfront  views.  8  bdrms,  7  baths,  huge 
media  room,  hot  tub,  heated  pool,  works. 
Amazing  value.  See  why,  price,  photos  at: 
HamptonsOceanfront.net 


Charge 
your  ad 


Advertisement 


Dali  Prints 


DALl 


r  r 


YEARS 

SAN  FRANCISCO, C A 


Over  600  Pieces  on  Exhibit 
CONCOURSE  EXHIBITION  CENTER 

East  Hall  •  Comer  7th  &  Brannan  St. 

MAY  12-30 

1-800-367-DALI  •  www.DalilOO.co 


Mailing  Lists 


Sales  Leads  &  Mailing  Lists 


14  Million  Businesses -Select  by  geography, 
sales  volume,  business  type,  contact  name, 
credit  rating  and  more. 

13  Million  Executives  &  Professionals  - 

Reach  the  right  decision  makers. 


Legal  Services 


Call:  1-800-264-4241 

www.infoUSA.com 


Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •  www.searsatty.com 


New  Homeowners, 
Wealthy  Individuals,  I 
New  Movers 


Select  by:  Age,  Income,  Home  Value,  Occupation 

Call:  1-800-266-7704 

Email:  sandiw@lnfousa.com 

www.infoUSA.com 


KILL  LAKE  WEED 

Prove"  AQUACIDE  PELLETS  destroy  unwanted  underwater 
Certofiefl  3nc  approved  for  use  toy  slate  agences  101b. 
can  treats  up  to  *  OOC  sq  ft  01  MM  bottom.  167  95 
501b,  carlo*  ireats  up  to  20  OOG  sq  ft  i  lake  bottom 
J265  00  Pnces  include  flekvery  charges  Delivery  FOB 
HMi  Bear      MN  Slate  permit  Ttay  be  requires, 

AO'UAC  I DE  CO  | 

Our  49th  year  

1627-9J>S!J«tDeri«7je<»107«,  MM 

www.killlakevveeds.com  •  lnfo@kllllakeweeds.c 


REALTY  INVESTMENTS 
SECURED  BY  MORTGAGE 
PLUS  GUARANTOR 


PRIME  PROPERTIES 
NO  FORECLOSURES 

12%  Interest;  paid  monthly 

Short  term  loans;  extended 
at  option  of  Investors  ' 

Amount  invested  at 
discretion  of  investor 

Highly  experienced 
professionals 


Legal  Services 


First  Investors  Realty 
(516) 371-4598 
www.investorinsider.com 


flmiHui'imiHiir 


REALISTIC  ASSET  PROTECTION 
AND  TAX  DEFERRAL 
STRATEGIES  FOR  THE  21  ST  CENTURY 

•  Offshore  Asset  Protection  Trusts 

•  Offshore  Corporations  and 
Limited  Liability  Companies 

•  International  Life  Insurance  Trusts 

•  Domestic  &  International 
Tax/Estate  Planning 


1-800-507-1510 


Forbes  Subscribers  Service., .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservi 
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The  WorCtf's  VCtimate  e£  CompCete  Concierge 


ABLE  « 
YACHT  CHARTERS  •  JET  CHARTERS  •  RACE  BOATS 
EXOTIC  CAR  RENTALS  •  Limojsines  .Helicopters  .Sportfshing 
Hot  Air  Balloons  •  Fghter  Jets  •  Water  Front  Homes  •  Wild  Animals... 
ULTIMATE  YACHT  &  RREWORKS  DISPLAY-TICKETS  •  Client  Entertainment 
EXCLUSIVE  GOLF  COURSES  Florida  Keys  •  Bahamas  'Disney  Private  Islands 
■  Swim  wlft  the  Dolphins  •  Palm  Beach  to  South  •  Beach  to  you  name  it 


AS  SEEN  ON: 
OPRAH  WINFREY  - 
TRAVEL  CHANNEL  - 
LIVING  LARGE  • 

"edi6Ce,  ILxptic 
One  (Day  Itineraries! 
MC  BROCHURE  AVAILABLE  UPON  REQUEST 


Specializing  in  W  brCcCziHde  yacht,  Jet,  and'E^ptic  Muto  Charters 

South  Tloruia*  'Ngu'Oork.  •  Aspen  •  l*as  'Vegas  •  'Beveriy  lHx((s/CJ^..  •  llCtimate  Islands 

Six-Star  (954)564-7074  Fax: (954)  564-9657  •  Web: www.millionairesconcierge.com  •  E-mail:topgunturner@yahoo.com 
National  Headquarters:  1332  Bayview  Drive,  Suite  105  Fort  Lauderdale,  Florida  33304  USA 


Newsle 


NANOTECH  IS  HOT... 
BUT  DON'T  GET  BURNED! 

,  Nanotechnology  is  changing  the  world  and 
creating  the  investing  opportunity  of  a 
lifetime.  We  told  our  readers  to  buy  Flamel 
(FLML)at$1.60anditisnowover 
$25. ..our  Manosphere  Portfolio  is  up  over 
190%  since  March  2002  and  a  recent 

j  recommendation  popped  31.49%  in  one 
week.  But  beware  of  the  hype!  The 

)  Forbes/Wolfe  Nanotech  Report  separates 

|  the  true  leaders  from  the  overpriced. 
Subscribe  Risk-Free,  save  67.5%,  pay  just 
$195,  and  get  2  Free  Reports. 

Call  800-523-7967  or  go  to 
www.forbeswolfe.coni/frb 


Real  Estate  Joint  Venture 


ACQUIRE  REAL  ESTATE! 

You  Locate,  We  Fund.  Co-Own 
Or  Just  Cash  Out!  Gain  Access  to 

Over  6,400  Cash  Investors! 
Free  Info:  1-866-541-1792  Ext  290 


Forbes  Stock  Market  Course 


First  published  in  1948  by  Malcolm  Forbes,  the 
Forbes  Stock  Market  Course  has  helped 
thousands  of  investors  navigate  their  way  to 
profits  and  financial  success.  The  newest  edition 
gives  you  a  better  understanding  of  everything 
from  Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine  you 
are  invited  to  take  advantage  of  a  special  price 
of  just  $99.95  (save  $50  off  the  regular  $149.95 
price).  Go  to  www.forbesinc.com/smc  and  place 
your  order  now  or  call  1-800-429-0106. 


TIMESHARES 


save  up  lo... 

70 


% 


off  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

♦  FREE  CATALOG 

CALL  800-640-7639 


NATIONAL  WATCH  &  DIAMOND 
.  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX IN  STOCK 
also  Cartier,  Breitiing  &  Tag 
Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwotch.com 

8th  S  Cheslnul  Slreeh,  Phila  ,  PA  nwo  o fk* » Aod R*. 
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Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at .... 
www.forbes.com/custoinerservice 


HOLIDAYGROUP.com 
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I  -866.673-9270 
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The  Redfield  ( Iroup,  Inc. 

Sotting  America  s  f/nesf  Properties 
PO  Bo*  MO  *  QadwMn.  Alabama  39902  •  Dch«jIjw  Thomas  Gaftmora  Auct»3n««r  i  003303 


Ha 


RAISING  ALPACAS  = 

World's  Finest  Livestock  Investment 
can  return 

50%  -  75%  annualy! 

Raising  Alpacas  for  foundation  breeding 
stock  and  fleece  is  a  sound,  renewable, 
long  term  multi-million  dollar  business  that 
can  return  huge  profit  for  many  years. 

Average  yearly  income 

per  adult  female  $10,000 

Productive  Years  1 5-20  years 

Yearly  Feed  and  Maintenance  less  than  $200 

Labor  per  day  (herd  of  ten)  30  mm. 

Simple  Shelter  S  lour  loot  woven  wire  fencing 
Clean.  Gentle,  and  easy  to  raise. 
Huge  Growing  Demand  Nationwide. 
Limited  Growth  Protects  Business 
Great  Tax  Benefits  and  Lifestyle. 

0^emlockjBroo\\JJarrri 

William  or  Kenda  Stern 
473  Wolf  Run  Rd.  •  Cuba,  NY  14727 
Tel.  716-372-8968  •  www.hemlockbrookalpacas.com 


Jewelry 


Investments 


Business  Opportunities 


I  I  jy-~r I 


Create  Real  Wealth!!! 

Huge  Profits  Saving  Companies 
Money  on  Their  Electricity  Costs! 

100%  Product  Credit  for  Investment 
Full  Training  and  World's  Best  Support 
Call:  1-206-686-3672 


Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits 
Complete  Training. 
Call  tor  Free  Information. 

800-995-0049  ext.  1862 


John  ±  Christian 


Designers  8  CntrrsMEN 


Ramify  Crest 

UK  GOLD  $790 
Free c«>a  


RINGBOX.COM  1-888-646-6466 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process. 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 
It's  InvestorTainment®  We  use  investor 
funds  to  purchase  distressed  property 
nationwide.  The  properties  are 
rehabilitated  and  sold  tor  a  profit-Simple 
Rated  lowest  Risk  by  Dun  &  Bradstreet 
Toll  Free  (877)610-5982 
Office  847-426-8701 
CEO  847-341-4325 
Website  www.investforclosures.com 
Email  info@investforclosures.com 
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m 


nrrcunMi?  I   is  this  the  perfect 

%3r  M*&tl%JM\&*  I  WHITE  COLLAR  BUSINESS? 


THOUSANDS 


Of  Businesses  For  Sale  By  Owners 
Nationwide.  Preview  Businesses 
For  Free. 

GWBS 

If  Interested  In  Buying  Or 
Selling  A  Business  Call 


1-800-999-SALE 

or  visit  www.gwbs.com 


♦f  omrranii'*  .wltiit*  * 

♦Banking  JggU 

(800)710-0002  Ir«Br^ur« 

Vua/MC/Amex  wwwjuWprotwttaunm 


$250,000  Profit 

First  year  in  business 
if  you  are  a  serious  person  who  wants 
to  make  serious  money. 
We  have  the  program  for  you. 
,  Investment  only  $18,900 

Call  1-800-399-0892 
You  Will  Make  Money 
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Form  Your  Delaware 
Corporation  or  LLC  Now! 

FREE  Delaware  Incorporation 


Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


FREE  VIDEO  reveals  why  prominent  attorney  left 
practice  for  goldmine  business  providing  low-cost 
lawsuit  protection,  privacy,  tax  reduction-now 
needs  Associates  nationwide.  You  can  enjoy 
exceptional  income,  ideal  lifestyle  and  prestige 
representing  these  important  services  to  business 
owners,  professionals  and  families  in  your  area. 
Local  appointments  available,  You  earn  large 
initial  fees  plus  renewals.  As  few  as  10  clients 
yields  as  much  as  S64.000.00  income.  Work  from 
home,  no  overhead,  flexible  hours  you  control.  No 
franchise  fee.  Fast  start.  Full  training  and  support. 
Proven  business  system.  No  special  education, 
financial  background  or  sales  experience  required. 
24-hour  free  recorded  message:  (800)  653-4497 


VENTURE  CAPITAL  BUSINESS,  CAREER 
AND  INVESTMENT  OPPORTUNITY. 

POTENTIAL  SEVEN  FIGURE  INCOME. 
$9,750  INVESTMENT  REQUIRED. 

COMPLETE  INFORMATION  BY  E-MAIL. 

Call  214-446-0562 


Charge  your  ad. 


For  info 
rotes  on  advertising 
in  the  next  Forbes 
Display  Classified  Sectio 
%3W  Media  Options 
1-800-442-6441 
mediopt<saol.com 
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MONTANA  LAKE  HOME. 


Stunning  lake  and  mountain  views  from 
every  room.  Outdoor  fireplace  and  wraparound 
patios.  1  acre+.  Located  on  Flathead  Lake. 
One  hour  from  two  major  airports. 
Bordering  27-hole  golf  course.  Ideal  for  seasonal, 
permanent  or  vacation  home  or  corporate  retreat. 
Other  view  homes  and  homesites  available. 


MONTANA  LAKE  COMMUNITY 


Poison,  Montana  \  800-375-0487  |  Email:  info@missionbayhome.com 
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Business  Finance 


BANK  SAYS  'NO'?... 
WE  SAY  6 YES!' 

We'll  pay  you  cash  for  your  company's 
receivables  within  24  hours.  Approvals  by  phone. 
Personalized  service.  No  upfront  fees.  No 
collateral  required.  References  available.  Call 
today  to  CASH  $50,000  minimum  to  $2,500,000. 
It's  more  affordable  than  you  think. 

Mr.  Weil  (CEO)  800-499-6179 
(or  888-505-7332  for  recorded  information) 
www.4capitalsolutions.com 


Turn  Used  Laptops 
Into  Cash! 

IBM,  Dell, Toshiba,  Apple,  Compaq,  HP  and  others! 


Instant  Cash  Offer 

www.pacebutler.com 

800-248-5360 


Pace 


13911  Harvey  Ave.  •  Edmond,  OK  7301 3 
e-maii:  laptop@pacebutler.com 
1-800-248-5360  •  (405)  755-3131 


Financial  Opportunity 


Sell  Unneeded  Life  Insurance  Policies 

Life  insurance  policies  held  personally  or 
by  your  business,  that  are  no  longer 
needed,  can  be  sold  for  large  cash 
settlements  that  are  significantly  higher 
than  the  surrender  values.  Any  type 
policy.  Before  you  drop  a  policy: 
Call  for  free  evaluation: 
Terry  Rose  888-733-4088 
www.settlementlife.com 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 
on  NEW,  guaranteed 
seat  and  back  supports 
designed  by  a  leading 
back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
Briarcliff  Manor,  NY  10510 
www.  postureeducation.com 


CAUL  TOUL-FREE 1-800-392-0363 


CORPORATIONS 


♦nevada/offshore 
♦llcs/trusts 
♦banking/privacy 
♦asset  protection 

(800)621-2920 
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THOUGHTS 

On  the  Business  of  Life 


Hp 

he  IRS  is  reportedly  going  after  those  corporate  officials  whose  planes  were  seen  at  the 
famed  annual  Masters  Tournament  in  Augusta,  Go.  Why?  Some,  if  not  most,  customers  and 
JHL     prospects  for  multiple  corporations  were  at  this  golfers'  summit.  Countless  of  those  in 
business  or  looking  for  business  should  have  been  in  Augusta  that  weekend  ...  or,  at  other  times, 
at  the  Kentucky  Derby,  or  the  World  Series,  heavyweight  championships  or  the  Super  Bowl  On  such 
occasions,  for  business,  that's  where  the  action  is.  — MALCOLM  S.  FORBES  (1977) 


In  golf,  humiliations  are  the  essence 
of  the  game. 

— ALISTAIR  COOKE 


There  is  nothing  natural  about 
the  golf  swing. 

—BEN  HOGAN 


You  swing  your  best  when  you  have 
the  fewest  things  to  think  about. 

—BOBBY  JONES 


My  swing  is  so  bad  I  look  like  a  caveman 
killing  his  lunch. 

—LEE  TREVINO 


Golf  is  a  game  with  the  soul  of  a  1956 
Rotarian. 

—BILL  MANDEL 


The  three  things  I  love  best  in  the  world 
are  sex,  golf  and  hunting.  Far  as  I  can  see, 
I  ain't  about  to  stop  doing  any  of  'em. 

—SAM  SNEAD 


I've  done  as  much  for  golf  as  Truman 
Capote  has  done  for  sumo  wrestling. 

—BOB  HOPE 


Victory  is  everything  You  can  spend 
the  money  but  you  can  never  spend 
the  memories. 

—KEN  VENTURI 


No  one  remembers  who  came  in  second. 

—WALTER  HAGEN 


Golf  is  not  a  game  of  great  shots.  It's  a 
game  of  the  most  misses.  The  people  who 
win  make  the  smallest  mistakes. 

—GENE  LITTLER 


J  think  I  fail  a  bit  less  than  everyone  else. 

—JACK  NICKLAUS 


I'd  like  to  see  the  fairways  more  narrow. 
Tlien  everybody  would  have  to  play  from 
the  rough,  not  just  me. 

— SEVE  BALLESTERO 


Unlike  the  other  Scotch  game  of  whisky  M 
drinking  excess  in  it  is  not  injurious  I 
to  the  health. 

—SIR  WALTER  SIMPSOI-BP 


When  Jack  Nicklaus  plays  well,  he  wins. 
When  he  plays  badly,  he  finishes  second. 
When  he  plays  terribly,  he  finishes  third. 

—JOHNNY  MILLEF 


A  Text... 

The  blessing  of  the  Lord, 

it  maketh  rich,  and  he  addeth 

no  sorrow  with  it. 

—PROVERBS  10:2lH 

Sent  in  by  Vince  Jordan,  Los  Angeles,  CalitB 
What's  your  favorite  text?  Forbes  Book  o  M 
Quotations:  Tlioaghts  on  the  Business  of  Life  i  ■ 
given  to  senders  of  Bible  texts  that  are  used.  I 

H 

More  than  14,000  "Thoughts,"  arranged  alphabetically  b; 
subject,  are  available  in  a  900-page,  one-volumi 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  on  tin 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping  am 
$1  per  item  for  handling  (add  applicable  sales  tax' 
To  order,  please  call  toll-free,  1  -800-876-6556.  = 
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Eat  more  apples. 


No,  we're  not  a  company  that  sells  apples  —  we're  one  ol  the 
nation's  leading  health  plans.  And  we  want  you  to  eat  more 
nutritious  apples  because  it's  a  simple  thing  you  can  do  to 
improve  your  health.  II  everyone  made  an  effort  to  eat  healthier 
toods,  we  could  all  help  control  one  of  the  key  factors  that 
drives  up  the  cost  of  health  care  for  all  Americans  -  poor  diets. 
Meanwhile,  we'll  focus  on  our  efforts  to  contain  rising  costs  by 
creating  new  ways  to  improve  the  quality  and  efficiency  of 
health  care.  Like  our  Physician  Technology  Initiative,  which 
helps  doctors  write  more  accurate,  electronic  prescriptions.  So, 
listen  to  FORTL 7NE* magazine's  Most  Admired  Health  Care 
Company  for  six  years  running'—  and  drop  the  jelly  donut. 


WellPoint. 


'TUNE'  March  8.  2004,  edition  ©2004  WellPoint  Health  Networks  Inc. 


wcllpoint.com 


PREEMPTIVE  SECURITY  IS  HERE: 


The  only  effective  security  is  preemption.  This  preemptive  power  is  only  available  with  the  Proventia'"  Security  Platform  from  Intern 

Security  Systems.  When  software  security  flaws  are  discovered,  Internet  Security  Systems'  world-renowned  research  team  updates  Prover 
to  immediately  shield  against  any  attacks  targeting  weak  spots.  Regardless  of  the  size  of  your  business,  this  new  standard  in  Interne 
security  can  help  keep  you  off  the  path  to  disaster  and  reduce  your  total  cost  of  ownership  -  In  fact,  when  we  manage  Proventia  for  y 
we'll  even  guarantee  protection.  Need  proof?  Get  your  free  whitepaper,  Preemptive  Protection:  Setting  a  New  Standard  in  Security, 

www  iss.net/proof/whitepaper  or  call  800-776-2362. 

FIREWALL   I  ANTIVIRUS      INTRUSION  PREVENTION      WEB  FILTERING   I   MAIL  SECURITY   I   MANAGED  SERVICES   I  VULNERABILITY  ASSESSMI 


Q  Internet  I  Security  !  Systems' 

Ahead  of  the  threat 


When  properly  installed,  this  clever 
device  shuts  off  gas  at  the  first 
sign  of  an  earthquake.  It's  this  kind 
of  insight  that  FM  Global's  1,400 
full-time  engineers  give  you.  And 
it's  that  specialized  knowledge 
that  prevents  billions  of  dollars  in 
commercial  property  from  slipping 
through  the  cracks.  Maybe  that's 
why  FM  Global  was  named  "Best 
Worldwide  Property  Insurer"  by 
Global  Finance  magazine.  When 
a  single  shutdown  can  cost  your 
company  millions  of  dollars  in  lost 
revenue,  jobs  and  shareholder  value, 
you  might  ask  your  risk  manager  this 
simple  question:  What  price  are 
we  willing  to  pay  for  not  having 
the  most  effective  protection?  Visit 
fmglobal.com  to  learn  more. 


INTRODUCING  COLOR- ENABLED  CANON  i mageRUNNER5  SOLUTIONS.  FOR  PRINTING  A  FEW  PAGES  OF  COLOR  WHEN  YOU  NEED 
The  answer  is  the  latest  addition  to  the  Canon  imageRUNNER  family:  the  new  color-enabl 
Canon  imageRUNNER  C6S00  and  imageRUNNER  C3100.  They're  fast,  they're  versatile  and  th 
let  you  add  a  t'tw  pages  of  color  to  your  usual  black-and-white  printing  when  you  need 


n'ch  makes  for  more  eye-catching  documents  and  entertaining 
-esentati ons .  Not  only  that,  the  black-and-white  output  is 
'livered  at  the  same  cost  as  traditional  black-and-white  printing 
Jding  some  color  definitely  means  not  business  as  usual 


Canon 

KNOW  HOW* 


Less  Electricity. 

You  use  less  power  with  GE  Energy  Star® 
home  appliances.  No  wonder  GE  was  named 
a  2004  Energy  Star  Partner  of  the  Year  by 
the  Department  of  Energy  and  the  EPA. 
Even  on  the  home  front,  less  is  more. 


GE  proudly  announces  less  than  ever. 


Less  Diesel  Fuel. 


The  Evolution  locomotive  from  GE  is  a  real 

fuel  saver  versus  other  comparable  models. 
And  as  far  as  EPA  emission  standards,  it's 
met  them  well  ahead  of  schedule.  We're 
clearly  on  the  right  track. 


Less  Noise. 

The  GE  90  burns  a  third  less 
fuel  per  pound  of  thrust  than  any 
previous  engine  in  its  class.  And 
it's  also  quieter.  It's  broken  a  new 
kind  of  sound  barrier. 


Less  Fossil  Fuels 


We're  into  generating  clean,  renewable  energy 
in  a  big  way.  The  3.6  MW  wind  turbine  from 
GE  is  40  stories  tall,  with  blades  almost  as 
wide  as  the  wingspans  of  two  jumbo  jets. 
It's  a  breath  of  fresh  air. 


imagination  at  work 


AMERICAN  EXPRESS  FINANCIAL  ADVISORS 


You  have  insurance 
on  your  house  and  car. 

We  can  help  cover 
the  things  that 
mean  most. 


Call  1-877-MY-ECONOMY  to  arrange  your  free  Family  and  Financial 
Security  Review  with  an  American  Express  financial  advisor. 

When  people  take  a  look  at  their  financial  picture,  they  often  don't  see  life 
insurance  as  part  of  their  plan.  Yet  it's  one  of  the  most  important  financial 
decisions  they'll  ever  make.  Your  American  Express  financial  advisor  starts 
with  your  overall  financial  plan,  then  integrates  life  insurance  into  the  big 
picture.  This  makes  it  easier  to  keep  your  coverage  current  as  your  assets 
change  and  as  your  life  changes.  Depending  on  your  goals,  we  offer  a  range 
of  quality  life  insurance  products  that  gives  you  maximum  flexibility  in 
protecting  your  family.  Give  us  a  call  and  set  up  a  free  Family  and  Financial 
Security  Review.  Together  we'll  review  your  financial  situation  and  arrive 
at  a  plan  to  help  ensure  your  family's  security  today  and  tomorrow. 

Managing  the  economy  that  means  most:  yours. 


FINANCIAL  PLANNING   •  INVESTMENTS    ■  INSURANCE   -  RETIREMENT 
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Tie  Colonial  was  the  first  event  to  hold  the  gallery  back  with  rope, 
pey  had  good  reason. 


ALL  STARTED  WITH  BEN  HOGAN.  WHO  WILL  IT  BE  THIS  YEAR?  The  inaugural  event  in  1946  was  the  first  of  Hogan's  five  victories 
the  Colonial.  Last  year,  Kenny  Perry's  19-under  par  rewrote  the  record  books.  Here's  to  another  great  tournament 
e  Bank  of  America  Colonial.  Live  on  CBS  and  the  USA  Network,  from  May  20-23. 


Bank  of  America  ^^igher  Standards 


the  single 
et  changing  the 
ics  of  the 
today." 
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mutual  funds.  Get  real-time 
quotes  via  our  Streaming  Stock 
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opinions  from  MarkctEdge. 
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The  latest  picks  and  pans  from 
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Wall  Street's  Top  Analysts 


Andrew  T.  Gillies 

Our  special  online 
report,  produced 
in  partnership 
with  San  Fran- 
cisco research 
boutique 
StarMine,  tells 
which  analysts 
beat  their  peers  in 
picking  stocks 
and  predicting 
earnings  in  2003. 

The  best 
overall  at  forecast- 
ing profits:  Ivy 
Zelman,  who 
tracks  household 
CSFBs  Ivy  Zelman:  good  calls.  durables  stocks 

for  Credit  Suisse  First  Boston.  In  2003  she  was  particu- 
larly prescient  on  Black  &  Decker  and  Leggett  &  Piatt. 
For  complete  information:  www.forbes.com/topanalysts. 

Highlights 

The  top  ten  analysts  at  picking  stocks  tell  us  how  they 
did  it  last  year  and  share  some  of  their  picks  for  2004. 
Also:  an  interactive  list  of  the  ten  brokerage  firms 
boasting  the  most  top-ranked  analysts. 
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stocks  tracked  by  each  person.  Sort  either  list  by  analyst 
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Find  which  analysts  track  your  favorite  stocks  on  our 
e-book  version  of  this  report.  Excerpts  of  the  lists  are  also 
on  the  Forbes.com  channel  of  the  AvantGo  news  service. 
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tional 168  smaller  metro  areas. 
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More  From  Our  Columnists 

Richard  Lehmann,  who  writes 
Fixed -Income  Watch  (see 
p.  206),  also  writes  the  online 
Forbes/Lehmann  Income 
Securities  Investor  newsletter. 
For  tips  on  investing  in  bonds, 
convertibles  and  preferreds,  go 
to  www.forbes.com/lehmann. 
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,F  YOU  WERE  SURROUNDED  BY  MAJESTIC  GLENS 
PICTURESQUE  GOLF  AND  THE 
WORLD  S  FINEST  WHISKY,  YOU'D  BE  WORKING 
DAY  AND  NIGHT  TO  EXTEND  LIFE  TOO. 


Not  every  scientific  discovery 


is  made  in  a  completely  sterile 


environment.  Surrounded 


by  breathtaking  glens  and 


vistas,  Scottish  scientists 


performed  many  medical 


miracles.  We  introduced 


surgery  and  anesthesia 


and  developed  CAT  scans, 


MRIs  and  penicillin. 


Today,  our  scientists 


are  making  history  in  drug 


discovery  and  development,  bioelectronics, 


genomics,  neuroscience  and  cardiovascular 


research.  Dr.  Ian  Wilmut  cloned  the  first 


mammal.  Sir  Philip  Cohen  is  breaking 


ground  in  signal  transduction  and  cancer 


treatment.  Sir  David  Lane  is  also  working 


to  cure  cancer  with  the  p53  gene.  And  at 


Edinburgh  University,  we're  conducting 


stem  cell  research.  This,  coupled 


biotech  community  in  all  of  Europe. 


We're  proud.  We  admit  it.  But 


we  judge  our  own  success 


based  on  the  impact 
we  make  on  the  world. 
That's  why  we  collaborate 
with  biotech  companies 
everywhere  —  and  why 
we  established  Scottish 
Development  International. 

Call  or  visit  our  Web 
site  to  find  out  how  you 
can  capitalise  on  the  products  of 
Scotland's  environment:  a  history  of 


with  a  prosperous 


biomanufacturing 


S  co  i  i  i  s  1 1  Development  International 


invention,  a  culture 


of  determination  and 


centre,  makes  ours  the  fastest-growing 


www.scotsinnovate.com/lifescience 
+44  141  228  2828 


a  destination  for  renowned  scientists. 
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WHAT  CAN  BROWN  DO  FOR  YOU?* 


e  don't  just  synchronize  deliveries, 
e  synchronize  companies. 


Traditionally,  supply  chains 
have  been  viewed  as  a  necessary 
evil.  A  cost  to  be  contained. 
Which  is  why  so  many  logistics 
managers  have  been  given 
orders  to  just  make  them  leaner 
and  cheaper. 

But  the  truth  is,  supply  chains 
do  not  exist  in  a  vacuum. 

They  are  the  one  thing  that 
integrates  every  single  part  of 
your  company.  Connecting  your 
suppliers  and,  most  importantly, 
your  customers. 

At  UPS  Supply  Chain  Solutions5," 
we're  working  with  customers 
to  synchronize  the  movement  of 
goods,  information,  and  funds. 
We  have  expertise  in  everything 
from  freight  and  customs  handling 
to  inventory  management  and 
service  parts  logistics. 

We  know  how  to  design  the 
ideal  supply  chain.  And  we  have 
the  technology  to  give  you 
visibility  and  control  all  along 
the  way. 

At  UPS  we  see  this  as 
synchronizing  commerce. 

Our  customers  usually  see  it 
as  the  competitive  edge  they 
were  looking  for. 


UPS-SCS.com  1-866-822-5336 
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Two  Energy  Schemes. 
One  of  Them  Works. 

If  only  General  Motors  were  equipping  its 
coming  Silverado  hybrid  with  a  somewhat 
larger  battery  and  a  plug-in  cord.  You  could 
save  a  bundle  on  fuel  costs,  since,  for  thermo- 
dynamic and  other  reasons,  energy  bought 
from  your  electric  utility  is  cheaper  than  energy 
bought  from  a  gasoline  pump. 

So  argue  Peter  Huber  and  Mark  P.  Mills  in 
an  article  on  page  106.  All-electric  cars  were  a 
flop  because  of  their  huge  batteries  and  lim- 
ited range.  Existing  hybrids  save  on  fuel  but 
still  get  all  their  fuel  from  gas  stations.  Marry 
the  best  features  of  the  two  and  you  have  a 
high-performance  car  that  could  get  some  of 
its  fuel  from  a  household  outlet,  making  a  sig- 
nificant dent  in  petroleum  demand. 

The  article  will  no  doubt  draw  letters  from  readers  saying  it 
overstates  the  potential  gain  from  rechargeable  hybrids.  But  it's 
not  crazy.  A  plug-in  car  could  save  real  money  for  drivers  who 
take  mostly  short  trips  but  want  the  freedom  to  take  long  ones 

I  invite  you  to  compare  this  provocative,  if  one-sided,  essay 
with  the  more  balanced  journalism  recently  offered  by  one  of 
our  competitors.  The  Feb.  16  BusinessWeek  has  a  curious  feature 
on  a  neurologist  whose  hobby  is  saving  the  environment  and 
who  has  come  up  with  a  novel  energy  scheme.  It's  called  the 
Electron  Stream  Carbon  Dioxide  Reduction  System.  A  power 
plant  burns  coal,  converting  carbon  into  carbon  dioxide  and 
releasing  heat.  But  CO:  is  bad  for  the  environment.  So  now  you 
unburn  the  coal,  using  electricity  to  convert  the  CO:  back  into 
carbon  and  harmless  oxygen.  Supposedly,  doing  that  consumes 
just  10%  of  the  electric  output  of  the  plant. 

Journalism  professors  would  love  the  article  on  the  neurolo 
gist.  It's  balanced,  after  all.  It  includes  comments  from  two  sci 
entists  panning  his  invention.  But  the  author  does  not  take  a 
stand  on  the  controversy.  What  are  readers  supposed  to  make  of 
this  exercise?  Those  who  don't  know  anything  about  thermo 
dynamics  will  be  left  thinking  the  invention  may  work.  Those 
who  do  will  laugh  out  loud.  What  is  being  described  is,  in  effect, 
a  perpetual  motion  machine,  an  impossible  contraption  of  the 
sort  that  clutters  in-boxes  at  the  Patent  Office  (and,  I  might  add 
from  personal  experience,  at  magazines). 

If  the  FORBES  article  is  not  balanced,  so  be  it.  At  least  it  will 
provoke  some  useful  debate  about  car  design. 


V"  EDITOR 
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Knowledge  is  power.  Feel  free  to  flex. 


Introducing  Citigroup's  Office  of  Financial  Education.  When  you  understand  your  finances,  the  rest 
of  your  life  works  better.  Access  to  financial  information  can  help  everyone  make  the  most  of  their 
money  and  their  lives.  We  work  with  people,  businesses  and  institutions  to  help  them  manage  their 
finances  wisely.  We  support  financial  education  programs  and  organizations  in  more  than  40  countries 
because  we  believe  knowledge  is  your  greatest  asset.  Visit  citigroup.com  for  more  information. 


Financial  education.  Knowledge  is  your  greatest  asset. 
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290  million  printers  sold.  7000  patents. 

23  different  color  models.  2  initials  to  remember. 

For  over  20  years,  HP  has  engineered  printers  with  business  in  mind  From  affordable  Color  LaserJet  printers  to  high-performancel 
inkjets,  HP  has  a  solution  to  meet  your  needs.  That's  because  HP  scientists  have  spent  years  refining  our  ink,  toner,  paper  and 
printers  to  work  together  flawlessly.  The  result— the  kind  of  rock-solid  reliability  and  dedicated  excellence  that  can  add  brilliance  | 
to  any  document,  bring  outsourced  materials  in-house  and  help  any  size  business  succeed.  Which  may  be  why  HP  has  become  i 
the  most  preferred  printer  manufacturer  in  the  world.  And  the  easiest  to  remember. 
+  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  +  + 
For  more  information  on  products  and  current  offers,  contact  your  reseller,  go  to 
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READERS  SAY 


Raise  the  Roof! 

In  "Time  To  Rent?"  (May  10,  p.  54) 
FORBES  says  houses  are  overpriced  based 
on  a  price/rent  index.  A  truer  measure  of 
the  cost  of  owning  a  house  is  not  its 
absolute  price  but  the  monthly  mortgage 
payments.  It  turns  out  previous  highs 
were  during  times  of  far  higher  borrow- 
ing costs.  Mortgage  interest  rates  in  1980 
were  over  twice  as  high  as  today's.  Based 
on  the  more  accurate  measure  of 
monthly  mortgage  payments  as  a  per- 
centage of  income,  today's  housing  prices 
may  be  comparatively  low.  Factor  in  cur- 
rent favorable  tax  treatment  on  housing 
price  appreciation  and  you  have  a  colos- 
sal bargain. 

ROBERT  SPAULDING 
San  Diego,  Calif. 

Pricey  Paper  Clips 

In  "An  Option  for  Stupidity"  (Fact  and 
Comment,  May  10,  p.  31)  Steve  Forbes 
says:  "The  idea  that  options  are  an 
expense  similar  to  paper  clips  is  prepos- 
terous." If  stock  options  were  issued  to 
pay  for  those  paper  clips,  that  should  re- 
sult in  an  expense.  The  notion  that  tech 
companies  and  startups  need  to  be  pro- 
tected by  inflated  earnings  is  fallacious. 
Why  should  those  companies  have  any 
advantage  over  those  that  pay  with  cash 
or  by  issuing  stock?  Options  have  value; 
otherwise  any  rational  recipient  would 
not  accept  them  in  exchange  for  services. 
Transfer  of  value  to  anyone  reduces 
owners'  equity  and  is  an  expense. 

TOM  SCHAEFFER 
Erie,  Pa. 

Talk  About  a  High  Self-Worth! 

"Criminal  Injustice  System"  (Apr.  26, 
p.  42)  is  based  on  a  false  premise.  Virtu- 
ally the  entire  actuarial  industry  and 
much  of  our  tort  system  rely  on  the  idea 
that  human  lives  have,  in  a  sense,  a  fi- 
nancial equivalent.  If  we  equate  a  human 
life  to,  say,  $20  million  (not  an  extreme 
value),  it  would  be  easy  to  justify  long 
sentences  for  white-collar  criminals. 
Overall,  what's  lacking  is  a  common  cur- 
rency in  which  to  uniformly  measure  the 
potential  for  social  harm  inherent  in 
every  type  of  crime.  The  dollar  may  be 


Too  Rich  for  My  Blood 

All  investors  should  study  the 
P/E  chart  in  "Should  You  Still  Be 
A  Bull?"  (Apr.  19,  p.  97)  and  re- 
examine their  positions.  The  first 
half  of  my  career  on  Wall  Street 
was  spent  looking  at  P/E  ratios 
between  8  and  18  for  the  Dow 
Jones  industrial  average.  Not  so 
anymore.  I'm  still  waiting  for 
earnings  to  catch  up.  Based  on  his- 
tory, I  expect  the  Dow  to  seesaw 
between  7000  and  12,000,  then 
begin  a  run  to  90,000. 

JOHN  CORNWELL 
Bella  Vista,  Ariz. 


mundane,  but  it  is,  in  the  end,  the  best 
measure  we  have.  Stealing  $200  million 
from  pensioners  has  social  impacts  that 
far  exceed,  I  would  think,  possessing  10 
kilos  of  marijuana  with  intent  to  sell. 

DAVID  HOVEL) 
Bellevue,  Wash. 

Sin  in  Your  Own  Backyard 

In  "In  Praise  of  Sin  Taxes"  (Side  Lines, 
May  10,  p.  22)  editor  William  Baldwin 
opines,  "Instead  of  outlawing  bad  behav- 
ior or  punishing  it  with  criminal  sanc- 
tions, why  not  legalize  it  but  charge  a 
fee?"  As  an  example  he  cites  the  right  of 
power  companies  to  spew  mercury  and 
other  pollutants  in  exchange  for  a  fee.  By 
that  logic,  he  should  have  no  problem  le- 
galizing heroin,  as  long  as  the  dealer  paid 
a  fee.  Nor  should  he  have  a  problem  with 
my  pumping  sewage  directly  into  a  creek 
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READERS  SAY 


upstream  of  his  home,  as  long  as  I  pay  a 
fee.  The  position  is  hypocritical,  insofar  as 
it  grants  only  powerful  corporations  the 
right  to  harm.  Taxed  sins  are  still  sins. 

STEVE  METZGER 
Concord,  N.H. 

Dali  in  Aisle  Three? 

"The  New  Culture  Czars"  (On  My  Mind, 
Apr.  19,  p.  36)  says  the  institutions  best 
suited  to  attracting  eyeballs  and  charge 
cards  will  become  our  new  sources  for 
entertainment  and  inspiration.  I  work  at 
a  gallery  and  am  well  paid  by  clients  to 
"inspire."  I  don't  overhype  or  bring  out 
the  dog  and  pony  to  hustle  a  couple  of 
oils.  I  transmit  passion,  that  which 
drives  an  artist  to  pick  up  a  brush  and 
reveal  his  most  intimate  feelings.  Find- 
ing an  artist  in  a  remote  village  in  the 
rain  forest  and  showing  and  selling  her 
work  changes  at  least  three  lives  on  a 
good  day.  But  I  can't  envision  that  work 
adorning  the  shelves  of  a  Sam's  Club  be- 
tween the  bulk  Cheerios  and  the  12- 
packs  of  hand  soap.  And  I  doubt  a 
slightly-above-minimum- wage  shelf- 
stocker  cares  a  whole  lot  about  "passion." 

ANDREW  COLON 
Galeria  Xaman  Ek 
Cancan,  Mexico 

Remember  the  Little  Guy 

Regarding  "Market  for  Speculators"  (Yes, 
But,  Apr.  19,  p.  108),  columnist  James 
Grant  makes  a  good  case  for  staying  in 
cash,  but  Berkshire  Hathaway's  cash  and 
equivalents  position  is  not  germane  for 
most  of  us.  Warren  Buffett's  "Chairman's 
Letter"  in  the  Berkshire  Hathaway  2003 
Annual  Report  cites  the  "mushrooming 
of  funds  we  must  deploy"  and  the  rela- 
tive scarcity  of  stocks  "that  can  be  pur- 
chased in  large  enough  quantities  to 
move  the  performance  needle  at  Berk- 
shire." Most  of  us,  it  seems,  aren't  bur- 
dened by  such  restraints. 

JOE  TOBIN 
New  Hartford,  N.Y. 

Not-So-Fancy  Footwork 

I  found  "The  Big  Hurt"  (Apr.  26,  p.  148), 
about  chronic  pain,  very  informative. 
Here's  a  suggestion  for  plantar  fascia,  which 
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I  found  debilitating,  especially  after  a  gym 
workout  or  Sunday  morning  soccer  game. 
I'm  44,  fairly  active  for  my  age,  though  I 
admit  I  could  still  stand  to  lose  a  few 
pounds.  (This  no  doubt  added  to  my  foot 
problem.)  A  teammate  suggested  I  invest 
about  $15  on  the  supermarket  version  of 
the  shoe  inserts  prescribed  by  most  podia- 
trists. Those  doctors  usually  charge  $500  to 
$700  for  visits,  taking  molds  of  your  feet, 
fittings,  therapy  and  finally  the  inserts.  After 
wearing  these  inexpensive  inserts  for  less 
than  two  weeks,  I  experienced  no  more 
pain.  Everyone  I  know  who  uses  them 
swears  by  these  inserts,  a  100%  success  rate 
better  than  all  of  the  fancy,  pricey  therapies 
mentioned  by  experts  in  your  article. 

BART  PICCIRILLO 
Hamden,  Conn. 

Tone  It  Down,  Will  Ya? 

My  biggest  problem  with  "Poison  Pills" 
(Apr.  1 9,  p.  78)  is  its  tone,  which  suggests 
that  business  profits  are  a  bad  thing;  that 
Robert  Chinery  Jr.'s  $165  million  in  pretax 
distribution  from  ephedra  is  evidence  of 
wrongdoing;  that  something  is  suspicious 
when  a  company  whose  principal  product 
is  being  banned  and  is  pursued  by  class 
actions  would  file  for  bankruptcy;  that 
something  is  wrong  with  Chinery  for  trying 
to  insulate  his  millions  from  liability;  or  the 
insinuation  that  there  is  something  morally 
wrong  with  a  company  that  sells  a  bottle  of 
pills  for  $40  when  it  cost  only  $4  to  make. 
Does  FORBES  now  take  the  position  that 
some  profit  margins  are  simply  too  much? 

ROBERT  PITTENGER 
Cincinnati,  Ohio 

When  FORBES  Daydreams 

In  "I  Dream  of  Genome"  (Follow- 
Through,  May  10,  p.  46)  we  incorrectly 
said  that  shares  of  Human  Genome  Sci- 
ences, trading  at  a  recent  $13  a  share,  were 
down  from  a  January  2000  high  of  $232. 
The'  correct,  split-adjusted  high  was 
$116.38  in  March  2000. 
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Please  include  address  and  phone  number. 
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Events  Trigger  Data 

shouldn't 
omer  service.  Syba 
Server  Enterprise  enables  your 
business  processes  to  respond  to 
exception  events  in  real  time. 


Data  Goes  Into  Action! 


No  more  Information  lags.  Sybase  Rl 
Time  Data  Services  proactively  pus 
data  to  where  it's  needed,  when  it's! 
needed,  in  the  form  it's  needed. 
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Data  Goes  To  The  Edge 


Real-time  data  everywhere.  Sybase 
mobile  middleware  and  mobile  databases 
enable  secure,  wireless  delivery  of 
relevant,  intelligent,  actionable  data. 


lata  Gets  A  Lot  Smarter 

our  data  gets  smarter  every  step  of  the 
way.  Sybase  Integration  Orchestrator  links 
solated  events  with  knowledge  and  then 
orrelates  those  events  into  meaningful 
lusiness  performance  metrics. 


Sybase  Real  Time  Data  Services. 

can  help  your  enterprise 
become  smarter,  faster,  and  more 

responsive.  Implementing 
a  real-time  initiative?  Start  with 
our  new  White  Paper. 

Sybase 

The  Enterprise.  Un wired. 


Free  White  Paper 
www.sybase.com/  rts 
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roup,  with  financing  help  from  CIT,  acquire 
Steel.  A  deal  that  promises  to  make  America's  steel  industrwm 
We  can  add  muscle  to  your  business.  Visit  CIT.com.  We  see  v^at 
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FACT  AND  COMMENT 

By  Steve  Forbes,  editor-in-chief 

'With  all  thy  getting  get  understanding" 


Does  Washington  Have  the  Will  to  Win? 


IWHAT  ON  EARTH  WAS  GOING  THROUGH  WASHINGTON  MINDS 
to  enter  into  "negotiations"  with  the  Fallujah  terrorists?  Did  our 
policymakers  really  think  a  cease-fire  was  anything  other  than 
an  opportunity  for  our  mortal  foes  to  rearm  and  reposition 
themselves  for  the  next  battle?  Does  our  proconsul  Paul  Bremer 
really  believe  Middle  Easterners  are  positively  impressed  when 
we  hesitate  to  wipe  out  our  enemies  and  let  them  use  mosques 
as  sanctuaries?  This  is  how  wars  are  lost:  One  side  is  determined 
to  win  at  all  costs;  the  other  wants  to  win  but  equivocates. 

Mistakes  enough  have  been  made  in  Iraq:  leaving  Saddam's 
weapons  caches  lying  around  the  country  unguarded,  providing  ter- 
rorists lavish  supplies  with  which  to  attack  us;  disbanding  the  Iraqi 
army  and  cutting  off  its  soldiers'  pensions;  keeping  anti-Saddam 
iresisters  at  arm's  length;  letting  Iraq's  cities  degenerate  into  chaos, 
jwith  neighborhoods  effectively  being  ruled  by  thugs;  letting  the  UN 
get  involved  in  the  coming  transfer  of  faux  sovereignty  to  Iraq;  and 


setting  up  an  Iraqi  currency  regime  that  almost  guarantees  future 
inflation,  which  in  pre-Nazi  Germany  and  prerevolutionary  China 
and  Russia  encouraged  social  and  political  upheaval,  (The  Coalition 
Provisional  Authority  did  do  right  in  instituting  a  15%  flat  tax.) 

In  any  war,  mistakes  are  made  and  opportunities  missed; 
hindsight  is  wonderful.  The  key  to  victory  is  learning  from  these 
errors.  Hesitation,  uncertainty,  a  sense  of  drift,  oversensitivity  to 
the  carping  of  our  critics  and  enemies  are  what  will  turn  this  Iraqi 
insurgency  into  a  Somalia/Vietnam  debacle.  Most  Americans  back 
firmness  if  they  believe  it  is  the  right  course — even  though  that 
course  may  take  time  and  involve  heartbreaking  sacrifices.  Clearly, 
however,  doubters  in  the  Mideast  and  elsewhere  don't  believe  we 
have  that  resolve.  Whatever  it  takes,  we  must  quickly  and  decisively 
restore  order  in  Iraq.  With  order,  democracy  and  the  rule  of  law 
can  take  root.  And  then,  Islamic  fanaticism  will  have  suffered  a 
devastating  defeat.  No  more  equivocation,  no  more  negotiation. 


LOST  Cause 


LIKE  HOLLYWOOD  HORROR  MOVIES,  IN  WHICH  MONSTROUS 
peatures  keep  coming  back  to  life  to  plague  us,  bad  diplomatic  ideas 
pever  seem  to  stay  dead.  The  latest  example  is  the  Law  of  the  Sea 
Treaty  (LOST),  which  was  presumedly  torpedoed  by  Ronald  Reagan 
the  early  1980s.  LOST  was  designed  to  put  the  Earth's  oceans 
under  the  control  of  the  UN.  The  treaty  would  regulate  deep-sea 

g,  maritime  transit,  fishing,  pollution 
and  oceanic  research.  It  would  establish  the 
International  Seabed  Authority  (ISA), 
which  would  act  as  a  de  facto  world  court. 
The  ISA  would  be  the  first  and  final  judge 
of  deep-sea  disputes.  It  would  get  into  the 
mining  business  itself  with  forced  subsidies 
from  private  companies.  With  its  cut  of 
profits,  royalties  and  fees,  the  ISA  would 
also  be  a  redistribute-the-wealth  mecha- 
nism for  "deserving"  developing  coun- 
tries. No  wonder  "the  Gipper"  wanted  to 
[pull  the  plug  on  the  whole  thing. 

But  the  first  Bush  and  Clinton  administrations  attempted  to  fix 
the  treaty's  flaws,  and,  incredibly,  a  revised  agreement  was  signed — 
Dut  never  Senate-ratified — in  1994.  There  it  lay  until  last  October, 
vvhen  Senator  Richard  Lugar  (R-Ind.)  suddenly  pushed  for  ratifica- 
tion. (At  the  Senate  Foreign  Relations  Committee's  hearing,  only 
treaty  proponents  were  invited  to  testify.)  The  White  House — loath 
to  be  labeled  a  go-it-aloner  again  after  waging  war  in  Iraq  despite 
!>ome  Allied  opposition,  and  after  opposing  the  economy-destroy- 
ing Kyoto  Protocol  and  the  let's-arrest-U.S.-servicemen-and-diplo- 


Atnong  its  manifold  flaws,  the  Law  of  the  Sea 
Treaty  could  hinder  maneuvers  of  our  submarines 


mats-for-war-crimes  International  Criminal  Court — went  along. 

Sensible  senators  should  strangle  this  resurrected  beast.  The 
supposed  fixes  don't  really  deal  with  the  convention's  fundamental 
flaws,  starting  with  the  basic  notion  that  the  sea — and  by  precedent, 
space — should  be  managed  by  UN  bureaucrats.  LOST's  struc- 
tures^— already  in  place  but  so  far  "inadequately"  funded,  at  least 
until  Uncle  Sam  opens  his  checkbook — 
read  like  names  in  a  C-grade  version  of 
the  movie  Star  Wars:  the  International 
Seabed  Authority;  its  mining  subsidiary, 
the  Enterprise;  the  Council;  the  Assembly; 
the  Finance  Committee;  and  so  on.  All 
these  would  decide  who  mines  what  and 
where  in  the  ocean — and  at  a  stiff  price. 
How  do  you  think  American  interests 
would  fare  in  today's  environment? 

The  U.S.  Navy  and  American  ship- 
ping interests  support  LOST  because, 
they  say,  it  codifies  the  principle  of  free- 
dom of  navigation.  But  those  rights  already  exist  under  traditional 
maritime  law.  And  what  makes  those  freedoms  real  is  not  a  new 
piece  of  UN  paper,  but  the  might  of  our  Navy.  In  fact,  the  treaty 
could  impede  what  we  do  now  because  of  ambiguous  language 
concerning  submarines  and  the  gathering  of  military  intelligence. 

Administration  officials  claim  LOST  won't  hurt  U.S.  military 
activities.  But  who's  to  say  how  the  White  House's  claim  will  be  re- 
spected by  yet  another  UN-created,  highly  politicized,  anti-LlS.  body? 
Someday  ocean  mining  may  become  cost-effective  on  a 
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FACT  AMD  COMMENT 


major  scale.  Then  the  U.S.  and  other  countries  can  negotiate  an 
appropriate  treaty  concerning  recognition  of  claims  and  adjudi- 
cation of  disputes  a  la  today's  World  Trade  Organization.  In  any 


case,  we  don't  need  the  UN,  which  was  recently  implicated  in  I 
multibillion-dollar  scandal  concerning  the  Iraq  Oil-for-Food  aic 
program,  to  do  this  job. 


Don't  Horn  In 


HUNDREDS  OF  THOUSANDS  OF  PEOPLE  AROUND  THE  COUNTRY 
want  to  railroad  a  Federal  Railroad  Administration  (FRA)  ruling, 
which  is  to  take  effect  in  December.  It  would  ban  so-called  quiet 
zones — areas  where  trains  can  go  through  intersections  without 
blasting  their  horns — unless  commun- 
ities cough  up  the  money  to  install 
median  dividers  and  four-quadrant  gates. 
The  FRA  claims  that  a  lot  of  motorists — 
it  admits  it  doesn't  actually  know  how 
many  (some  states  don't  keep  track) — are 
killed  each  year  at  these  crossings  because 
they  don't  hear  the  oncoming  trains. 

Residents  in  these  quiet  zones  claim 
that  the  trains'  high-pressure  air  horns  will 
make  their  lives  miserable.  As  for  safety, 
they  properly  assert  that  there  may  be 


Silence  at  certain  crossings  is  golden— and, 
contrary  to  bureaucratic  assumptions,  safer. 


more  accidents  resulting  from  sleep  deprivation.  Moreover,  prop- 
erty values  will  go  the  way  of  old  railroad  ties.  And  these  folks 
quality  of  life — an  immeasurable  asset — will  be  adversely  affected 
This  is  a  typical  Washington  regulation  based  on  vague  evi- 
dence  and  issued  by  faraway  folks  whc 
undoubtedly  have  not  actually  heard  on< 
of  those  train  blasts  recently.  I  have.  At  i 
distance,  such  wails  may  sound  roman- 
tic. But  if  you're  nearby — or  even  not  sc 
nearby — they're  earsplitting  aggrava- 
tions, incitements  to  foul-temperedness 
they're  even  more  abrasive  than  whining 
kids,  complaining  spouses  or  censoriou 
in-laws.  A  vote-conscious  White  Houst 
should  tell  these  off-track  rail  regulator: 
to  take  a  hike. 


Great  Mystery 


The  Gates  of  Hell — by  Paul  Doherty  (Carroll  &  Graf  Publishers, 
$24).  Gripping  historical  whodunit  revolving  around  Alexander 
the  Great.  The  conqueror  is  ready  to  attack  the  wealthy,  well- 
fortified  city  of  Halicarnassus,  a  place  linked  to  his  assassinated 
father,  Philip.  The  story  centers  on  an  enigmatic  manuscript, 
which,  if  decoded,  could  reveal  a  fatal  weakness  in  the 
city's  walls,  the  location  of  enormous  treasure  and,  per- 
haps, insights  into  the  murder  of  Alexander's  father. 
The  scribe  trying  to  decode  this  puzzle  suddenly  dies. 
Accident?  Then  others  in  Alexander's  villa  outside  the 
city  are  murdered.  Our  hero,  Telamon,  Alexander's 
physician  and  boyhood  friend,  investigates  these 
strange  occurrences  because  they  could  jeopardize  the 
assault  on  this  critical  city.  Spies,  treachery,  ambushes, 
venomous  snakes,  poisoned  cheese  and  bloody  batties 
all  mix  together  to  make  for  a  riveting  read. 
Excerpt:  [Alexander]  lay  there  for  a  while,  body  jerking  as  the 
potion  took  its  effect.  "How  long  has  this  been  happening?" 


Hephaestion  went  across  to  a  chest  and  pulled  out  a  military  cloak 
which  he  laid  over  the  king.  "Almost  every  night:  Tliis  is  the  worst  attack 
Alexander  dreams  about  his  father  walking  into  the  amphitheatre  or 
the  day  he  was  assassinated:  He  sees  Pausanias  running  towards  him. ' 
"But  Alexander  had  nothing  to  do  with  his  father's  murder. " 

"I  tell  Alexander  the  same.  However,  while  riding 
here,  he  confessed  he  was  close  to  Philip  when  hi 
father  was  killed  but  remained  rooted  to  the  spot.  Hi 
talks  of  those  few  seconds,  of  watching  Pausanias 
crazed  face,  his  murderous  lunge,  the  dagger  going  if 
and  out." 

"1  wasn't  there."  Telamon  glanced  towards  tin 
sleeping  king.  "But  you  were,  Hephaestion.  Tell  me  tht 
truth,  did  Alexander  know  his  father  was  going  to  die?' 
"I  don't  know."  Hephaestion's  reply  was  quick 
blunt.  "1  have  doubts, "  Hephaestion  confessed.  "And,  I  suspect,  st 
does  Alexander.  He  asks  himself:  Did  he  secretly  wish  for  it?  Die 
he,  in  his  own  soul,  desire  his  father's  death?" 


RESTAURANTS:  GO,       SIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monk  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Glambeili-46  East  50th  St.  (Tel.:  212-688-2760).  Excellent, 
old-fashioned,  upscale  Italian  restaurant  serving  traditional 
fare.  Salads  are  fresh,  crisp,  perfectly  dressed;  pastas  are  robust, 
delicious,  perfectly  cooked;  main  courses  are  uniformly  first- 
rate.  The  desserts  similarly  deserve  applause — a  perfect  finale 
to  a  wonderful  meal. 

'  Beacon-  >  vV,>t  56th  St.  (Tel.:  212-332-0500).  A  beautiful 
restaurant  offering  a  good  Midtown  option  close  to  hotels, 


some  theaters  and  Fifth  Avenue  shopping.  Best  bets:  the  pizza 
appetizer  for  two  or  more;  delicious  lobster  soup;  spit-roasted 
chicken;  roasted  rabbit;  and  for  dessert,  the  Beacon  Blondie. 
•  Le  Jardin  Bistro— 25  Cleveland  Place,  between  Kenmare  and 
Spring  streets  (Tel.:  212-343-9599).  Old-fashioned  bistro  with 
beautiful  garden,  warm  ambience  and  wonderful  classic  fare.  Try 
the  onion  soup,  steak  frites,  coq  au  vin,  onglet  and  creme  bailee — 
all  perfect  examples  of  how  these  standards  should  taste.  F 
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I  make  fast  black  and  white 
and  affordable  color. 


I'M  MARRIED  TO  MY  JOB 


scan 


+  color 


e-STUDI04511 


Affordable 
Multifunction: 

Get  the  economy 
of  black  and  white 
with  the  aaded 
benefit  of  color. 


User-Friendly  LCD: 
Tilting  wide-touch 
control  panel  that's 
extra  large  and 
easy  to  use. 


New  e-BRIDGE 
Technology: 

Out-of-the-box 
network  connectivity, 
plus  copy,  print, 
scan  capabilities. 


TOSHIBA 


You're  in  the  market  for  a  black  and  white  copier  and  suddenly  you  spot  the 
e-STUDI0451 1 .  You  check  off  all  the  boxes — speed,  cost  per  page  and  reliability 
just  to  name  a  few.  But  here's  the  kicker:  the  451 1  switches  to  color  on  the  fly 
(45  ppm  in  black  and  white,  1 1  in  color).  Whiz-boom-bang,  you're  hooked.  Now 
you  can  copy,  print  and  scan  in  color  while  saving  money  on  the  black  and  whites. 
And  with  new  e-BRIDGE  technology,  you're  Internet-ready,  mobile  and  wireless  right 
out  of  the  box.  Now  you've  got  the  power  to  do  it  all.  And  that  power  is  mighty  sexy. 
Visit  copiers.toshiba.com  or  call  1-800-GO-TOSHIBA  for  more  information. 
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hp  a  S-speed  Sequential  SportShift"  automatic  transmission  with  Grade  Logic  Control.  ©  2003  Acura  Division  of  American  Honda  Motor  Co..  Inc 
ive- by-Wire  Throttle  System  and  Sequential  SportShift  are  trademarks  of  Honda  Motor  Co.,  Ltd  Make  an  intelligent  decision.  Fasten  your  seat  belt. 


LEAVE  LATE.  ARRIVE  EARLY.  You  can  sleep  in  and  still  be  an  early  bird.  That's  the  beauty  of  a  3.2-liter  VTEC 
engine  and  a  close-ratio  6-speed  manual  transmission!  Start  slicing  precious  seconds  off  corners  with  a  taut 
suspension  and  Vehicle  Stability  Assist.  Enjoy  precise  acceleration  with  an  electronically  controlled  Drive-by-Wir 


:  hrottle  System:  And  when  it  comes  to  safety,  standard  side  curtain  airbags  make  the 
lost  of  every  millisecond.  But  first,  arrive  fashionably  early  at  acura.com  or  call  us  at 
-800-To-Acura.  The  all-new  270-hp  Acura  TL.  A  higher  form  of  performance. 


® 

ACURA 


OTHER  COMMENTS 


/  don't  want  any  yes-men  around  me.  I  want  everybody 
to  tell  me  the  truth  even  if  it  costs  them  their  jobs. 

—SAMUEL  GOLDWYN  1 


Clarke's  Tailspin  [  Richard]  Clarke  gives  Clinton  a 
pass  and  instead  concentrates  his  ire  on  [President]  Bush.  For 
what?  For  not  having  preemptively  attacked  Afghanistan?  On 
what  grounds — increased  terrorist  chatter  in  June  and  July 
2001?  Look.  George  W.  Bush  did  not  distinguish  himself  on  ter- 
rorism in  the  first  eight  months  of  his  presidency.  Whatever  his 
failings,  however,  they  pale  in  comparison  to  those  of  his  prede- 
cessor. Clinton  was  in  office  eight  years,  not  eight  months.  As 
Clarke  himself  said  in  a  2002  National  Security  Council  briefing, 
the  Clinton  Administration  never  made  a  plan  for  dealing  with 
al  Qaeda  and  never  left  one  behind  for  the  Bush  Administration. 

Clarke  is  clearly  an  angry  man,  angry  that  Condoleezza  Rice 
demoted  him,  angry  that  he  was  denied  a  coveted  bureaucratic 
job  by  the  Bush  Administration.  Angry  and  unreliable.  He  told 
the  [Sept.  1 1  ]  commission  to  disregard  what  he  said  in  his  2002 
briefing  because  he  was,  in  effect,  spinning.  "I've  done  it  for  sev- 
eral presidents,"  he  said.  He's  still  at  it,  spinning  now  for  himself. 

—CHARLES  KRAUTHAMMER,  Washington  Post 

Torpedo  This  Treaty  Critics  of  the  U.S.  refusal  to  sign 
[the  Law  of  the  Sea  Treaty]  in  1982  predicted  ocean  chaos,  but  not 
once  has  an  American  ship  been  denied  passage.  No  country  has 
had  either  the  incentive  or  the  ability  to  interfere  with  U.S.  ship- 
ping. And  if  they  had,  the  treaty  would  have  been  of  little  help.  In 
1998  Law  of  the  Sea  Treaty  supporters  agitated  for  immediate  rat- 
ification because  several  special  exemptions  for  the  United  States 
were  set  to  expire;  Washington  did  not  ratify,  and  no  one  seems  to 
have  noticed.  Now  [Senator  Richard]  Lugar  worries  that  Wash- 
ington could  "forfeit  our  seat  at  the  table  of  institutions  that  will 
make  decisions  about  the  use  of  the  oceans."  Yet  last  October 
Assistant  Secretary  of  State  John  F.  Turner  told  the  Senate  Foreign 


"The  jury  has  found  you  guilty.  Let's  see  how  America  voted." 


Relations  Committee  that  America  has  "had  considerable  success" 
in  asserting  "its  oceans  interests  as  a  nonparty  to  the  Convention." 

Law  of  the  Sea  Treaty  proponents  talk  grandly  of  the  need  to 
"restore  U.S.  leadership,"  but  real  leadership  can  mean  saying  no  as 
well  as  yes.  Ronald  Reagan  was  right  to  torpedo  the  treaty  two  decades 
ago.  Creating  a  new  oceans  bureaucracy  is  no  more  attractive  today. 

—DOUG  BANDOW,  Cato  Institute,  Weekly  Standard 

Room  to  Breathe  Government  is  not  reason  or  elo- 
quence, George  Washington  once  said,  it  is  force.  That's  why  we 
have  a  Constitution:  to  restrain  the  government's  exercise  of  force 
so  we  can  be  a  free  people.  Government  surveillance  undermines 
freedom  because  it  is  natural  to  hesitate  to  exercise  freedom  when 
the  government  is  watching  and  recording.  Numerous  Supreme 
Court  decisions  have  underscored  this  by  holding  that  freedom 
needs  breathing  room.  With  the  government's  eyes  in  our  hotel 
rooms,  lawyers'  offices  and  mailboxes,  freedom  will  suffocate. 

In  his  famous  dissent  in  Olmstead,  Justice  Brandeis  called  pri- 
vacy— which  he  defined  as  "the  right  to  be  let  alone" — "the  most 
comprehensive  of  rights  and  the  right  most  valued  by  civilized  men." 
Brandeis  argued  that  the  framers  knew  that  Americans  wanted  pro- 
tection from  governmental  intrusion  not  only  for  their  property  but 
also  for  their  thoughts,  ideas  and  emotions.  Many  current  members 
of  Congress  and  the  Justice  Department,  it  would  appear,  disagree. 

—ANDREW  P.  NAPOLITANO,  a  judge  of  the  Superior 

Court  of  New  Jersey  from  1987  to  1995,  Wall  Street  Journal 

High  Stakes  Those  who  would  give  up  essential  liberty  to 
purchase  a  little  temporary  safety  deserve  neither  liberty  nor  safety. 

— BENJAMIN  FRANKLIN 

What's  Cookin'?  The  baker  gestured  vaguely  into  the 
steam-filled  kitchen.  Telamon  stepped  in  warily.  A  flesh-cutter 
crouched  behind  a  table,  a  bloody  knife  in  one  hand,  eyes  popping 
with  fear.  A  spit  boy  sat  cradling  a  small  pot,  rocking  himself  back- 
wards and  forwards.  Telamon  gazed  around.  A  ham  dangled  from  the 
rafters  over  one  of  the  portable  ovens.  Onions  and  other  vegetables 
hung  from  pegs  driven  into  the  grimy  wJiite  walls.  He  heard  a  moar 
and  stopped  by  the  table.  At  the  far  end  of  the  room  was  an  oper 
hearth  under  a  gap  in  the  roof.  A  great  bronze  cauldron  filled  with 
water  was  bubbling  merrily  on  the  charcoal,  next  to  it  a  large  earth- 
enware jar;  in  between  that  and  the  pot  lay  the  Mageros,  body  jerking 
—The  Gates  of  Hell,  by  PAUL  DOHERTY 

Summer  Vacation!  If  you  look  like  your  passpor 
photo,  then  in  all  probability  you  need  the  journey. 

—EARL  WILSON 

quoted  in  Ladies'  Home  Journal,  January  1961  f 
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ARE  DIFFERENT  DEPARTMENTS  CONTRACTING  THE  SAME  SERVICE  AT  MULTIPLE  RATES? 

Every  day,  millions  of  dollars  are  inadvertently  lost  due  to  inconsistent  spend  contracts- 
ranging  from  temp  labor  hires  to  facilities  maintenance.  When  you  institute  best  practices 
to  regulate  your  procurement  of  services,  that's  Spend  Management.  And  that's  Ariba. 
We  can  help  set  standards  that  help  everyone  work  smarter  and  transform  your  business. 
To  get  your  complimentary  copy  of  our  "Five  Step  Guide  to  Services  Spend  Management 
Success','  please  call  us  at  1-866-772-7422  or  visit  www.ariba.com/service. 


Ariba  Impacts: 

Temp  Labor 
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Print 
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and  more... 
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ie  more  freedom  you  give  employees  to  work  anywhere,  the  more  you  can  achieve.  That's  good.  But,  at  the  same  time,  the  more  you  expose 
>urself  to  intruders  and  worms.  That's  not  so  good.  How  far  can  a  network  travel  to  protect  your  office?  Now,  the  answer  is  everywhere.  Cisco 
;tworks,  with  integrated  wireless  security,  protect  mobile  workers  who  constantly  move  outside  the  safety  of  the  corporate  network.  So 
formation  is  secured.  No  matter  where  it  exists.  To  learn  more  about  how  Cisco  can  help  plan,  design  and  implement  your  network  security, 
sit  cisco.com/securitynow.  SELF-DEFENDING  NETWORKS  PROTECT  AGAINST  HUMAN  NATURE. 


Cisco  Systems 


THIS  IS  THE  POWER  OF  THE  NETWORK.  DOW. 


D2004  Cisco  Systems,  Inc.  All  rights  reserved.  Cisco,  Cisco  Systems,  Cisco  IOS,  and  the  Cisco  Systems  logo  are  registered  trademarks 
or  trademarks  of  Cisco  Systems,  Inc  and/or  its  affiliates  in  the  U.S.  and  certain  other  countries; 
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What 

do  other  airlines  have 
against  your  knees 


Well,  for  one  thing,  the  seat  in  front  of  you.  But  on  American,  you  get  More  Room  Throughout  Coach®  on  more  planes 
than  any  other  airline.  Room  to  work,  or  just  as  important,  room  not  to  work.  So  next  time  you  fly,  get  a  lot  more  airline., 


AmericanAirlines 


AA.com 


You  will  find  more  room  on  all  of  our  more  than  five  hundred  777.  767,  737.  MD80  and  F1 00  aircraft;  not  available  on  A300.  757  or  American  Eagle. 


CURRENT  EVENTS 


By  Ernesto  Zedillo,  former  president  of  Mexico 
Director,  Yale  Center  for  the  Study  of  Globalization 


On  China's  Rise 


I  RECENTLY  SPENT  TEN  DAYS  IN  CHINA,  WHERE  I  ATTENDED,  among 
other  meetings,  the  Boao  Forum,  China's  quite  new,  but  already 
regionally  important,  annual  Asian  economic  conference.  I  lis- 
tened— both  in  public  and  in  private  meetings — to  numerous 
Chinese  government  officials,  including  President  Hu  Jintao.  I 
began  this  trip  expecting  to  hear  and  prepared  to  accept  a  signifi- 
cant amount  of  boasting  from  Chinese  leaders  about  China's  eco- 
nomic growth  compared  with  other  developing  countries'.  After 
all,  China's  leaders  are,  as  are  officials  in  any  other  country,  in 
the  business  of  promoting  their  nation.  And  China's  record  of 
economic  improvement  is  indeed  striking,  by  any  measure. 

For  the  past  25  years  China's  economy  has  grown  an  average  of 
9.4%  annually,  making  it  the  world's  sixth-largest  economy.  Over 
the  same  period  real  per  capita  income — both  in  cities  and  in  rural 
areas — has  multiplied  more  than  five  times.  And  the  average  real 
wage  has  doubled  during  the  last  decade  alone.  Thanks  to  its  fast 
economic  growth,  China  has  lifted  400  million  of  its  people  out  of 
absolute  poverty  since  1981.  Regarding  trade,  China  has  become  a 
major  player,  with  total  trade  reaching  $85 1  billion  last  year,  at 
which  point  it  surpassed  Japan  as  the  world's  third -largest  market. 
Unlike  Japan,  China  does  not  run  a  significant  overall  trade  sur- 
plus; in  fact,  judging  by  current  trends,  China  may  end  2004  with 
a  modest  trade  deficit.  However,  it  did  manage  to  accumulate 
foreign  exchange  reserves  of  $450  billion  by  the  end  of  2003. 

Challenges  More  Than  Achievements 

Yes,  I  heard  some  of  those  impressive  figures  from  China's  leaders, 
but  to  my  surprise,  their  main  topics  invariably  were  not  China's 
achievements  but  the  challenges  and  serious  problems  China  must 
confront  if  it  is  to  continue  making  progress.  President  Hu  was  par- 
ticularly blunt  in  referring  to  China's  "weak  economic  foundation, 
underdeveloped  productivity  and  highly  uneven  development." 
He  emphasized  that,  in  spite  of  its  fast  growth,  China's  per  capita 
GDP  still  ranks  lower  than  100th  in  the  world.  And  the  other  Chi- 
nese officials  I  met  during  my  trip  didn't  shy  away  from  discussing 
such  thorny  issues  as  the  overheating  economy,  prospects  for  fur- 
ther privatization  of  state-owned  enterprises,  financial  liberal- 
ization, restructuring  of  the  banking  sector,  exchange- rate  policy 
and  the  protection  of  intellectual  property  rights. 

For  example,  when  I  mentioned  that  in  order  for  China's  GDP 
to  grow  9.1%  last  year,  it  had  to  invest  a  staggering  47%  of  its 
GDP — a  circumstance  that  strongly  suggests  gross  inefficiencies  in 
the  country's  mechanisms  in  allocating  capital — I  was  met  with 
frank  admissions  of  a  serious  problem  and  descriptions  of  ongoing 
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strategies  to  overcome  it.  Although  it  is  not  yet  a  safe  bet  that  China 
will  avoid  a  major  dislocation  in  its  banking  sector — which  suffers 
from  bad  loans  and  has  required  massive  injections  of  government 
resources  for  continued  expansion — it  is  somewhat  reassuring  to 
know  that  Chinese  officials  recognize  the  nature  and  magnitude  of 
the  problem  and  seem  to  be  focused  on  finding  a  solution. 

I  don't  know  what  makes  the  Chinese  put  far  more  emphasis 
on  challenges  than  on  achievements — it  probably  has  to  do  with 
culture  and  history — but  I  do  know  that  this  behavior  is  atypical  of 
most  governments  in  the  developing  world  (and  in  the  developed 
one,  for  that  matter)  and  is  certainly  a  strong  factor  in  favor  of 
China's  development  strategy.  The  Chinese  know  that  the  changes 
Deng  Xiaoping  began  in  1978  are  still  unfinished  and  that  a  com- 
placency resulting  from  present  achievements  will  make  it  hard,  if 
not  impossible,  to  call  for  the  big  efforts  needed  if  China  is  to  triple 
its  per  capita  GDP  between  2000  and  2020,  as  it  has  pledged.  Offi- 
cials constantly  speak  of  pressing  ahead  with  market  reforms  and 
of  opening  up  the  economy  further.  They  seem  genuinely  com- 
mitted to  this.  Perseverance  is  the  name  of  the  game  in  China. 

Irresistible  Comparisons 

It  is  inevitable  that  I  compare  China's  attitude,  approach  and  con- 
sequent results  with  those  of  other  developing  regions — in  particu- 
lar, my  own,  Latin  America.  In  sharp  contrast  with  China,  Latin 
America  has  had  an  average  annual  GDP  growth  of  only  2.3%  since 
1980  and  has  failed  to  significantly  reduce  the  proportion  of  its  pop- 
ulation living  in  poverty.  There  are  exceptions  in  the  region,  but  not 
of  sufficient  importance  to  affect  the  overall  picture.  True,  since  the 
mid-1980s  there  have  been  some  reforms  in  practically  every  Latin 
American  country,  which  have  had  undeniably  positive  outcomes. 
But  the  reform  process  has  been  sporadic  and  incomplete. 

Latin  American  economies  have  gone  through  cycles  in  which 
a  crisis  triggers  reforms  that  deliver  good  immediate  results,  but 
sooner  rather  than  later  the  positive  results  lead  to  complacency, 
which  eventually  leads  to  another  crisis.  As  I've  argued  in  this 
space  before,  Latin  American  politicians  prefer  to  blame 
reforms — not  the  lack  of  them — for  the  region's  economic  ills. 
They  also  enjoy  blaming  outsiders  for  the  consequences  of  their 
own  sluggishness.  Nowadays,  for  example,  China  is  portrayed  as 
an  unfair  competitor  in  countries  that  have  lost  market  share  to 
it.  A  terrible  mistake!  China's  success  should  be  seen  as  a  great  eco- 
nomic opportunity — considering  the  sheer  size  of  its  present  and 
future  markets.  And,  yes,  China  should  also  be  seen  as  strong 
proof  that  perseverance  in  reform  does  pay.  F 
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Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  Lee  Kuan  Yew,  senior  minister 
of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and  author;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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The  right  software  can  transform  your 
infrastructure  into  an  on-demand  environment. 

The  best  way  to  survive  any  business  crisis  is  to  avoid  it  altogether.  That's  why 
our  management  software  is  designed  to  make  your  business  more  responsive 
than  ever.  It  lets  you  align  your  IT  to  fit  your  business  needs.  And  it's  seamlessly 
integrated.  As  a  result,  you  can  maximize  your  resources  and  increase 
profitability.  To  find  out  more  about  transforming  your  IT  environment  for 
business  success,  go  to  ca.com/management1. 
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DIGITAL  RULES 

i  By  Rich  Karlgaard,  publisher 


The  Where  of  Happiness 


PHILOSOPHERS  SINCE  PLATO  HAVE  PENNED  MILLIONS  OF  WORDS 
attempting  to  define  happiness.  This  is  well-traveled  turf.  Countless 
more  millions  have  been  written  on  how  to  achieve  this  desirable 
end.  Think  of  all  those  how-to  books  on  money,  career,  health,  diet, 
fitness,  self-esteem,  inner  peace,  six-pack  abs,  sexual  pleasure. 

But  for  some  reason,  the  where  of  happiness  is  rarely  con- 
sidered. When  you  think  about  it,  asking  where  makes  sense.  A 
polar  bear  is  unlikely  to  find  its  bliss  in  a  rain  forest,  no  matter 
how  valiantly  it  tries  to  adapt.  We,  too,  are  creatures  of  our  envi- 
ronment. How  many  of  us  would  prosper  under  Taliban-like 
rule,  for  example?  Not  many.  Do  you  think  you  would  thrive 
more  in  Shanghai  or  in  Tokyo?  Depends.  Assuming  language 
was  not  an  issue,  you'd  probably  prefer  Shanghai  if  you  shared 
its  entrepreneurial  mentality.  Tokyo,  like  Paris,  puts  its  faith  in  a 

j  dirigiste  class  of  well-educated  conformists.  Harvard  M.B.A.s, 

!  take  note. 

As  you  enjoy  this  year's  FORBES  Best  Places  issue,  edited  by 
Assistant  Managing  Editor  Tom  Post,  say  a  prayer  of  thanks  for 

J  the  gift  of  living  in  America,  a  country  of  stunning  diversity  and 
freedom.  Critics — mostly  leftists,  but  a  few  prominent  paleo- 
conservatives  as  well — carp  endlessly  about  the  homogenization 

1  of  American  thought  and  culture.  You've  heard  the  litany:  shop- 


ping malls  that  look  the  same;  the  Death  Star,  Wal-Mart;  ticky- 
tacky  suburbs;  gated  exurbs;  etc. 
Bunk. 

America  offers  by  far  the  richest  selection  of  places  to  think, 
work  and  live — to  pursue  dreams.  We  can  live  in  the  one  and  only 
New  York  City.  We  can  live  in  other  "dense"  American  cities,  such 
as  Boston,  San  Francisco  or  Chicago.  We  can  choose  our  cities  by 
size;  weather;  political  tenor  (Portland,  Ore.  is  very  liberal,  while 
Cincinnati,  Ohio  is  very  conservative);  industry;  tax  and  regula- 
tory schemes;  schools;  the  type  of  art  scene;  acceptance  of  minori- 
ties and  immigrants;  the  cost  of  living.  We  can  dwell  in  the  moun- 
tains, put  down  next  to  the  beach,  reside  on  a  farm  or  repair  to  the 
high  desert.  Within  one  city  alone,  Los  Angeles,  we  can  find  a 
richer  array  of  culture  than  is  offered  in  most  countries. 

After  flying  myself  across  America  by  small  airplane  during 
the  summers  of  2002  and  2003  to  gather  material  for  this  col- 
umn and  for  a  book  being  published  in  July — Life  2.0:  How  Peo- 
ple Across  America  Are  Transforming  Their  Lives  by  Finding  the 
Where  of  Their  Happiness  (order  it  now  on  Amazon.com  or 
bn.com;  and  yup,  that's  a  blatant  plug) — I  became  convinced 
that  the  where  of  finding  your  American  Dream  might  be  as 
important  as  the  how.  Thousands  of  people  have  told  me  so. 


IPOs  After  Google 


[WILL  GOOGLE'S  GALAXY-SIZE  IPO  DO  FOR  TECH  WHAT  NET- 
i  scape's  offering  did  in  1995?  That  is,  start  another  speculative 
r frenzy?  I  doubt  it.  When  Netscape  debuted  with  a  $3.6  billion  val- 
uation nine  summers  ago,  it  had  little  revenue  and  no  profit.  It 
[iwas  pure  promise.  Investors  accepted  that  because  the  World  Wide 
SWeb  was  new.  First  to  colonize,  first  to 
^monopolize,  the  smart  money  said. 

The  big  idea  at  the  time  was  called 
■"increasing  returns."  Web  commerce 
Iwas  all  about  scale,  the  thinking  went. 
ISince  the  Internet  was  frictionless, 
(there  would  be  no  penalty  for  size,  no 
^diminishing  returns.  Logic  spoke  thus: 
IGo  for  it,  dude!  Build  your  brand  and 
hcale  it  as  fast  as  you  can!  The  profits  will 
home!  Er,  someday. 

Google,  on  the  other  hand,  is  a 
(profit  rocket.  Six  years  after  its  founding  it  runs  at  a  $1.6  billion 
Ssales  run-rate.  It  generated  $204  million  in  cash  during  the  first 
jjquarter  this  year.  Google's  cheap  IT  infrastructure  is  its  prof- 
itability secret.  A  former  head  of  McKinsey  &  Co.'s  Sili- 
icon  Valley  office  says  Google's  use  of  some  100,000 


Larry  Page  and  Sergey  Brin  could  be  worth  as 
much  as  $7  billion  each  on  Google's  IPO  day. 


cheap,  Intel-based  servers  and  open-source  software  saves 
90  cents  on  a  typical  buck  of  traditional  IT  spending. 
But  that's  another  story. 

The  question  is  IPOs.  Will  they  now  gush  like  water  from 
a  broken  hydrant?  No,  because  Google  is  singular.  Its  revenue 
and  profits  are  singular.  After  Google, 
the  next-best  IT  candidate  is  Sales- 
force. com.  Its  sales  are  a  tenth  of 
Google's,  and  it  just  breaks  even.  A 
feisty  company  competing  with  the 
likes  of  Siebel  Systems  and  PeopleSoft, 
Salesforce.com  was  expected  to  beat 
Google  to  the  IPO  punch  bowl.  A  few 
weeks  ago  the  SEC  noted  an  inconsis- 
tency in  Salesforce. corn's  revenue 
recognition  and  asked  the  company  to 
refile.  Expect  a  June  offering.  Remem- 
ber, Salesforce.com  is  the  next-best  candidate  after  Google. 

No,  there  won't  be  an  IPO  gusher.  Just  a  nice  steady  flow, 
perhaps.  And  that's  not  a  bad  thing.  F 


F01"beS  I  ^'sit  ^'ch  Karlgaard's  home  page  at  www.forbes.cotn/karlgaard 
^■—■mm  |  or  e-mail  him  at  publisher@forbes.com. 
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Can't  Go  to  Jail  in  This  Court 


Terri  L.  Steffen — wife  of  Paul  A.  Bilzerian,  the  corporate 
raider  from  the  1980s  convicted  and  jailed  for  securities 
violations — says  she  has  a  deal  to  sell  their  30,698-square- 
foot  lakeside  mansion  in  Tampa,  Fla.  Stated  price  for  one  of  the 
country's  largest  homes:  a  mere  $2.55  million,  well  under  its 
$7.7  million  tax  basis.  The  buyer  hasn't  been  revealed.  Bilzerian 
deeded  the  house  to  Steffen  before  they  filed  his-and-her  bank- 
ruptcies. He  later  was  jailed  again  for  stonewalling  collection 
efforts.  Court  papers  say  the  feds  and  Steffen  will  split  the 
proceeds.  Tax  assessor  records  state  the  house  has  1 1  bedrooms 
and  an  indoor  basketball  court.  — Janet  Novack 

Big-Time  Passing  the  Buck 

Internal  Revenue  Service  Commissioner  Mark  W.  Everson  says 
that  it's  not  his  agency's  job  to  force  tax  return  preparers  to  in- 
form clients  when  work  is  being  outsourced  to  workers  in  for- 
eign countries.  Responding  to  a  recent  inquiry  from  U.S.  Repre- 
sentative Edward  J.  Markey  (D-Mass.),  Everson  wrote  "I  believe 
and  agree"  that  the  Gramm-Leach-Bliley  Act  of  1999  requires 
such  disclosure.  However,  he  said  that  enforcement  is  up  to  an- 
other federal  agency,  the  Federal  Trade  Commission.  Everson  also 
asserted  current  federal  law  does  not  hold  a  U.S.-based  preparer 


informer@forbes.com 

liable  for  the  improper  use  of  tax-return  information  by  a  sub- 
contractor in  another  country.  — J.N.  and  William  P.  Barrett 

Hoist  by  Its  Own  Petard? 

The  National  Association  of  Securities  Dealers  accused  an  Anr 
Arbor,  Mich,  brokerage  of  violating  its  own  written  no-lawsuil 
agreement  and  frivolously  pursuing  two  lawsuits  against  a 
retired  couple  who  had  won  a  $318,096  arbitration  award  aftei 
claiming  unsuitable  investments.  In  an  enforcement  action 
against  Sigma  Financial  Corp.  and  President  Jerome  S.  Rydell 
the  NASD  says  the  brokerage  lost  both  lawsuits  against  Jimm\ 
and  Evella  Shawver  and  also  paid  fines  for  dubious  filings.  The 
firm  says  the  Shawvers  made  false  statements,  the  do-not-suc 
clause  doesn't  apply  and  more  appeals  are  pending.   — W.P.B. 

But  We're  Still  Gunning  for  the  Holdouts 

A  new  academic  study  says  Forbes  400  members  saw  theii 
collective  share  of  the  nation's  wealth  drop  24%  during  the  200C 
to  2002  market  bust,  from  3.8%  to  2.9%.  The  richest  1%  of  thd 
population  holds  22%  of  total  wealth — barely  half  the  40%  that 
subset  held  during  the  Depression.  Citing  the  rich  list's) 
"incredible  success  and  publicity,"  Wojciech  Kopczuk  ol 
Columbia  University  and  Emmanuel  Saez  of  the  University 
of  California,  Berkeley  write,  "It  is  quite  unlikely  that  a  signifi- 
cant fraction  of  the  wealthiest  Americans  has  been  able  or  will- 
ing to  escape  the  attention  of  FORBES."  — J.N.  and  W.P.B\ 


Polly  Want  a  Lawyer 

Now  that  some  states  have  blessed  pet  trusts,  the  Internet  is  abuzz 
with  pitches.  Touting  "Plans  for  Rover  Should  You  Roll  Over," 
PetGuardian.com  in  Los  Gatos,  Calif,  will  crank  out  trust  documents 
online.  Price:  $500.  A  Santa  Monica,  Calif,  firm— named  Wolfberg 
Law— pays  Google  to  peddle  its  pet  service;  fee  undisclosed. 
Ten  dollars  will  buy  Pet  Trust:  A  Last  Will  and  Testament  for  You  and 
Your  Pet,  by  Richard  E.  Faler.  But  free  forms  can  be  found  on  sites 
like  estateplanningforpets.org,  run  by  Scottsdale,  Ariz,  lawyer 
Steven  Baker,  described  as  owning  five  parrots.  —J.N.  and  W.P.B. 


Public  Companies  or  Family  Businesses? 


Judging  by  these  examples,  nepotism  still  plays  an  important  role  at  many  publicly  traded  corporations 


OFFICIAL/COMPANY 
Malcolm  Currie/lnamed 
Michael  Egan/TheGlobe.com 
Howard  S.  Jonas/IDT  Corp 
John  Levin/BKF  Capital  Group 
Mel  Marks/Motorcar  Parts  &  Accessories 
Raymond  Martino/Symbol  Technologies 
Stewart  Morris  Jr./Stewart  Information  Svcs 
Felix  Zandman/Vishay  intertechnology 

Sonne:  Company  filings  with  the  Securities  & 


RELATIVE 

unidentified/son-in-law 
John  Mooney/son-in-law 
Samuel  Jonas/son 

Henry  L.  Levin/son 
Richard  Marks/son 
Raymond  Martino  Jr./son 
Stewart  Morris/father 
Dubi  Zandman/cousin 

Exchange  Commission. 


COMPENSATION 
$1.4  million 
$142,200 
$664,000 
$7.7  million 
$1  million 
$294,353 
$471,001 
$246,580 


REASON 
consulting  fees 
made  TV  commercial 
cafeteria  contract 
senior  portfolio  manager 
executive  severance 
vice  president 
director 
vice  president 


—Tomas  Kellner 
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THE  NEW,  LONGER  JEEP  WRANGLER  UNLIMITED       DOUBLE  THE  CAR 

10-INCH  LONGER  WHEELBASE  |  MORE  REAR  PASSENGER  ROOM  |  LEGENDARY  4WD  CAPABILITY 


Jeep  and  Trail  Rated  are  trademarks  of  DaimlerChrysler  Corporation. 
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ON  MY  MIND 


by  James  Surowiecki,  author,  the  wisdom  of  crowds:  why  the  many  are  smarter  than  the  few  and  how 

COLLECTIVE  WISDOM  SHAPES  BUSINESS,  ECONOMIES,  SOCIETIES  AND  NATIONS. 

Mass  Intelligence 

As  Google  understands,  crowds  do  a  better  job  of  decision  making  than  individuals. 


WHEN  GOOGLE  FINALLY  GETS  ITS  GARGANTUAN  MARKET 
capitalization  later  this  year,  it  will  turn  its  founders  into  billionaires 
and  make  individual  investors  everywhere  swoon.  But  it  will  also 
validate  an  idea:  The  most  valuable  resource  on  the  Internet  is  the 
collective  intelligence  of  everyone  who  uses  it. 

Google  has  succeeded  for  a  simple  reason:  It  regularly  finds  the 
Web  pages  that  are  most  valuable 
and  puts  them  at  the  top  of  the  list. 
The  heart  of  the  technology  that 
lets  it  do  this  is  the  PageRank  algo- 
rithm (after  cofounder  Larry  E. 
Page),  which  essentially  asks  Web 
page  producers  to  vote  on  which 
other  pages  are  most  worthwhile. 
Each  link  to  a  page  counts  as  a  vote. 
Google  is  a  republic,  rather  than  a 
pure  democracy;  sites  that  have 
more  links  into  them  are  effectively 
given  more  voting  power.  But  the 
principle  is  fundamentally  democ- 
ratic— let  the  masses  decide.  Given 
the  Wild  West  nature  of  the  Web, 
you'd  think  that  this  would  lead  to 
chaos  or  irrationality.  Instead,  it 
leads  to  a  remarkable  order. 

How  does  this  work?  What 
Google  is  relying  on  is  something  I 
call  the  wisdom  of  crowds:  Under 
the  right  circumstances,  groups  are 
smarter,  make  better  decisions  and 


"You  can  see  collective  wisdom  at  work  at  the 
racetrack,  on  Who  Wants  to  be  a  Millionaire 
and  in  markets  across  the  world." 


are  better  at  solving  problems  than  even  the  smartest  people  within 
them.  On  any  one  problem  a  few  people  may  outperform  the 
group.  But  over  time  collective  wisdom  is  near-impossible  to  beat. 
No  one,  you  might  say,  knows  more  than  everyone. 

You  can  see  this  phenomenon  at  work  in  examples  ranging 
from  the  trivial  to  the  genuinely  weighty.  Finance  professor  Jack  L. 
Treynor,  for  instance,  devised  an  experiment  in  which  he  asked  his 
students  to  guess  how  many  jellybeans  were  in  a  jar  and  found 
that  the  group's  average  guess  was  off  by  just  2%  even  though  very, 
very  few  of  the  students  were  that  close.  Or  consider  the  show  Who 
Wants  to  Be  a  Millionaire.  When  a  contestant  on  the  show  is 
stumped  by  a  question,  he  has  a  couple  of  choices  in  asking  for 
help:  the  audience  or  someone  he's  designated  as  an  expert.  The  ex- 
perts do  a  reasonable  job:  They  get  the  answer  right  65%  of  the 
time.  But  the  audience  is  close  to  perfect:  It  gets  the  answer  right 
91%  of  the  time,  even  though  it's  made  up  of  people  who  have 


nothing  better  to  do  than  sit  in  a  TV  studio  and  watch  Regis  Philbin. 

More  strikingly,  groups  also  seem  to  do  a  good  job  of  fore- 
casting the  future.  The  Iowa  Electronic  Markets  is  an  online 
market  where  people  can  buy  and  sell  contracts  based  on  how 
they  think  presidential  candidates  will  do.  Since  1988,  when  it 
was  created,  the  market's  forecasts  have  been  more  accurate 

 1    than  those  of  polls  three-quarters 

of  the  time,  even  though  poll 
questions  and  results  are  fash- 
ioned by  professional  pollsters, 
while  the  Iowa  market  is  open  to 
just  about  anyone. 

The  wisdom  of  crowds  can  be 
seen  at  the  racetrack,  where  the 
odds  on  horses  coincide  very 
nicely  with  their  probability  of 
winning.  (That  is,  if  you  look  at  a 
large  collection  of  horses  that 
went  off  at  4- 1  odds,  you  find  that 
20%  won.)  And,  of  course,  collec- 
tive wisdom  is  also  at  work  in 
markets,  which  is  why  it's  so  hard 
to  outperform  the  market  over 
time.  Just  as  Google's  PageRank 
encapsulates  the  knowledge  of 
Web  users,  so  does  a  market 
price  embody,  as  the  economist 
Friedrich  Hayek  suggested,  all  of 
the  tacit  knowledge  and  wisdom 
of  investors  and  traders. 
Of  course,  markets  are  also  known  for  being  subject  to 
manias  and  panics,  fads  and  mass  hysterias.  Why  do  these  occur? 
For  the  crowd  to  be  intelligent,  the  people  within  it  have  to  be 
making  decisions  on  their  own,  while  drawing  on  diverse 
sources  of  information.  During  a  bubble  or  panic,  people's  deci- 
sions become  dependent  on  others' — "If  they're  selling,  I  better 
sell,  too"— and  diversity  vanishes  as  people  get  caught  up  in  the 
prevailing  frenzy.  But  a  crowd  is  wisest,  it  turns  out,  when  its 
members  act  independently. 

Google's  success,  then,  is  far  from  an  interesting  quirk. 
Instead,  it's  relevant  to  just  about  any  problem-solving  situation. 
As  long  as  you're  asking  a  question  that  has  a  right  answer — 
including  questions  like,  "Should  we  acquire  this  company?"  or 
"Is  there  a  market  for  this  new  product?" — and  as  long  as  people 
are  making  judgments  on  their  own,  collective  intelligence  will 
get  you  the  best  answer  possible.  Google,  and  it  shall  be  given.  F 
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IT  MIGHT  BE  EASIER  TO  TELL  YOU  WHERE  OUR  IP  NETWORK  DOESN'T  GO. 

At  Global  Crossing,  we  built  an  IP  network  that  provides  service  to  more  than  500  commercial 
centers  in  50  countries  on  5  continents.  Not  surprising  from  a  company  that  first  offered  VoIP  technology 
to  enterprises  and  wholesale  carriers  four  years  ago.  Today  our  network  carries  more  than  2  billion  VoIP 
minutes  per  month.  And  our  groundbreaking  iVideoconferencing ™  technology  promises  to  become  the 
standard  in  how  companies  communicate.  When  it  comes  to  how  we  communicate,  it's  always  with  a 
single  contact  point  for  customers.  We  believe  there's  no  better  way  to  make  sure  they  remain  satisfied 
customers.  To  look  into  becoming  one  yourself,  visit  us  at  globalcrossing.com. 


One  planet.  One  network!"  Infinite  possibilities. 


Global  Crossing 


Quality  investment  advice  is  for 
Ithy  investors  who  need  it. 


Advice  that's  driven  by  commission. 


You'll  pay  a  let  for  quality  advice. 


How  do  you  know  if  you're  getting 
quality  investment  advice?  Call  or  stop 
by  today  for  our  free  guide. 


Schwab  Advised  Investing  Foundational,"  Schwab  Advised  Investing  Signature  "and  Schwab  Private  Client  "are  available  for  a  fee.  You  mus 
a  Schwab  brokerage  account  to  receive  these  sen/ices.  Your  account  will  be  a  nondiscretionary  brokerage  account  and  not  an  investment  at 
account  regulated  under  the  Investment  Advisers  Act  of  1940.  Investment  advice  offered  within  these  services  is  solely  incidental  to  Scl 
broker-dealer  services.  ©2004  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (0404-3395).  ADS27069SPD. 
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d  of  compromising?  Here's  a  new 
y  to  get  investment  advice. 


When  it  comes  to  investment  advice,  investors  have  had  few  affordable  options  between  going  with 
a  full-commission  broker  or  doing  it  all  themselves.  Charles  Schwab  offers  choices  in  between. 

►  Advice  based  on  more  than  your  portfolio's  size. 

At  Schwab,  we  think  ongoing  personalized  investment  advice  should  be  available  to  all 
investors  who  need  it.  So  even  if  you  don't  have  a  huge  portfolio,  we've  got  options  for  you. 

►  Consultants  not  paid  to  sell  specific  stocks  or  funds. 

They'll  listen  to  you  and  take  your  needs  into  account.  Only  then  do  they  give  you  guidance 
on  building  and  maintaining  a  portfolio  that  works  for  you. 

►  All  at  a  fair  and  simple  price. 

At  Schwab,  we  think  advice  relationships  should  be  available  at  a  fair  and  reasonable  price. 
And  we'll  tell  you  up-front  what  the  fees  are  so  you'll  know  what  you're  paying  for. 


Get  advice  on  your  terms. 

^  Call  1-800-540-7299 

to  talk  to  one  of  our  consultants  about  Advised  Investing  Services 
or  other  Schwab  Personal  Choice™  options. 


chcirles  schwab 

Seeing  the  market  from  a  different  perspective.  Yours?' 
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Ray  of  Hope 


W 


[hen  we  wrote  about  Varian 
Medical  Systems,  the  company's 
$1.6  million  radiation  systems 
were  new  to  most  cancer  specialists.  Today 
667  treatment  centers  are  using  the  ma- 
chines, which  employ  intensity  modulation 
radiation  therapy  (IMRT)  to  zap  odd-shaped 
tumors  in  risky  locations.  Varian  Chief 
Dick  M.  Levy  expects  to  boost  that  figure  to 
1,000  by  next  year. 

Now  Palo  Alto,  Calif.-based  Varian  is 
zeroing  in  on  another  treatment  problem: 
moving  targets.  During  a  typical  eight- 
week  radiation  cycle  a  tumor  can  shift,  swell 
or  change  shape.  Yet  most  patients  don't  get 
updated  pictures  of  their  tumors.  If  a  radiation  machine  is  working  from  an 
eight-week-old  map,  it  can  fry  healthy  tissue. 

To  address  this  problem  Varian  is  introducing  Trilogy,  a  $3  million  all- 
in-one  machine  due  this  summer  that  may  help  reduce  collateral  damage. 
Trilogy's  imaging  system  rotates  around  a  patient  lying  on  the  treatment  table. 
Next  it  uses  the  new  pictures  to  update  its  internal  software,  then  moves  the 
patient  to  realign  the  tumor  with  the  beams. 

Last  year  the  company  broke  the  billion-dollar  mark  in  revenue,  up  19% 
over  2002,  with  net  income  of  $131  million,  an  increase  of  39%.  Varian's  stock 
hit  an  alltime  high  of  $92  in  April  before  slipping  to  $87  the  first  week  in  May, 
up  81%  from  October  2002,  when  our  story  ran.  — Erika  Brown 

FEBRUARY  4,  2002 


Trimming  Few  Sails 


When  we  looked  in  on  Clipper  Fund  two  years  ago,  the  value-oriented  mutual 
fund  was  sitting  pretty  in  a  blah  market,  and  top  manager  James  Gipson  saw 
no  bull  move  ahead.  Wrong.  Clipper  placed  in  the  bottom  4%  of  its  class  over 
the  last  year,  according  to  Morningstar. 

Total  return  for  2003  still  exceeded  19%,  but  Clipper's  conservative  portfolio, 
heavy  on  mortgage  mainstays  Fannie  Mae  and  Freddie  Mac,  wasn't  positioned 
for  the  swift  rise  in  U.S.  industrial  profitability  that  resulted  from  low  labor 
costs.  That,  more  than  the  recovery  itself,  surprised  Gipson,  61.  Also  hurting:  a 
bet  on  Electronic  Data  Systems  (4.4%  of  the  portfolio,  down  25%  this  year), 
though  Gipson  maintains  it  is  still  above  Clipper's  purchase  price  and  in  a  turn- 
around. A  sizable  stake  in  snakebitten  Tenet  Healthcare  also  hasn't  helped. 

Clipper  of  late  is  30%  in  cash.  Gipson  says  all  long-term-asset  classes  look 
expensive.  In  the  choppy  market  of  the  past  month  that  has  brought  the  fund 
back  to  the  top  decile  of  Morningstar's  performance  chart.  And  investors  have 
stayed  with  Clipper:  Assets  under  management  are  up  34%  in  the  last  year  to 
$6.9  billion.  As  for  Fannie  and  Freddie,  Gipson  believes  that  with  stronger 
employment  underlying  mortgage  payments,  they  can  adjust  well  to  any  fore- 
seeable interest  rate  move.  So  he  is  holding  the  course  here  as  well. 

— Tim  W.  Ferguson 
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figure,  it  has  been 
aptly  said.  Some  very  prominent  capitalistic  groups 
in  America  have  been  guilty  of  flimflamming  the 
public  by  issuing  misleading  statements,  by  ma- 
nipulating stock  market  quotations,  by  marking 
dividends  up  and  marking  them  down  in  a  way  to 
catch  the  unwary.  Hereafter  more  attention  un- 
questionably will  be  paid  to  the  reputation,  the  cal- 
iber and  the  record  of  those  who  control  a  stock, 
for  it  is  coming  to  be  recognized  that  it  is  safer  to 
put  money  into  a  concern  which  is  honestly  and 
honorably  managed  than  into  one  which  may  look 
and  even  be  stronger,  but  whose  management  is 
given  to  lining  its  own  pockets  at  the  expense  of 
outsiders  inveigled  into  purchasing  the  shares. 


MAY 


Coke  Cultu 


t  was  once  the 
gle  category  of  products- 
has  in  the  last  two  years  been  broadened 
a  trademark  for  a  whole  range  of  products. 
Once,  snobbish  intellectuals  and,  of  course, 
Frenchmen  could  dismiss  the  U.S.  for  its  "Coca- 
Cola  culture."  But  "Caffeine-Free  Coke  culture?" 
It  doesn't  have  the  same  ring.  The  question  for 
Coca-Cola,  of  course,  is  whether  line  extension  is 
the  right  way  to  go,  given  the  hallowed  quality  of 
the  Coke  name.  The  evidence  to  date  is  positive. 
Coke,  which  is  currently  searching  for  a  new  chief 
executive  (see  p.  60),  announced  in  April  that  it 
would  introduce.low-carb,  low-cal  Coca-Cola  C2. 


NOVEMBER  13.  1989 

Cosmetics  Queen 


pany  is  a  money 

■ machine.  Estee  Lauder 
is  the  clear  leader 
,  among  U.S.  cosmetics 
companies.  With  esti- 
mated sales  of  close  to 
* *"  $2  billion  a  year  (around 

j£  $3.3  billion  at  retail),  it 

:  Estee  Laudih  js  also  Qne  of  fhe  |argest 

companies  in  the  multi- 
billion-dollar  global  industry,  and  has  made  its 
owners— Estee  Lauder,  81,  and  her  sons  Leonard, 
56,  and  Ronald,  45— billionaires, 
fsfee  Lauder  died  in  April  at  the  age  of  97. 


1 
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could  a  POWDERED 
DOUGH  NUT  shut  down 

YOUR  BUSINESS? 


One  piece  of  suspect  mail  can  bring 
your  business  to  a  grinding  halt. 
But  Pitney  Bowes  can  protect  you. 

We're  the  leader  in  mail  security 
solutions.  By  combining  over  80 
years  of  experience  with  standard- 
setting  technology  we  can  help 
keep  your  people,  and  your  busi- 
ness, safe.  To  find  out  more  about 
this,  or  any  of  our  other  innovative 
solutions,  visit  pb.com/security 
or  call  1  866  DOC  FLOW. 

HI  Pitney  Bowes 

Engineering  the  flow  of  communication"- 


home  again' 


what  is  it  that  you  have  built? 

what  has  your  company  given  your  life? 

security? 



pleasure? 

excitement? 

adventure? 

has  it  given  the  same  things  to  your  employees? 

do  they  even  want  the  same  things? 

has  keeping  them  happy, 

safe  and  secure  affected  your  profit? 

does  it  have  to? 

What  you  want  for  yourself,  your 
employees  and  your  company  should 
determine  the  path  you  take.  We  want 
to  understand  your  every  concern  and 
priority.  Then  and  only  then  can  we 
help  you  achieve  the  things  that  are 
most  important  to  you.  Business  is 
personal.  We  treat  it  that  way. 


Private  Company  Services 


*connectedthinking 


PricewaTeRhousE(oopers  @ 


We  have  created  a  dedicated  group 
focused  on  the  audit,  tax  compliance 
and  planning,  and  business  advisory 
needs  of  private  companies  and  their 
owners.  If  you  would  like  to  learn  more 
about  PricewaterhouseCoopers' 
Private  Company  Services  practice 
contact  the  practice  leader  in  your  area 
or  visit  us  at  www.pwc.com/pcs 

Atlanta 

Bill  Kooymans  678-419-4025 
Boston 

Mike  Carona  617-530-4145 
Charlotte 

Larry  Fritz  864-577-8812 
Chicago 

Glenn  Aquino  312-298-2927 
Cleveland 

Rich  Stovsky  21 6-875-31 1 1 

Dallas-Ft.  Worth 

Tom  Codd  214-754-8925 

Detroit 

Dave  VanEgmond  313-394-6531 
Florham  Park 

Mark  Reffner  973-236-4840 
Don  Scotto  973-236-5530 

Hartford 

Alex  Cori  860-241-7035 
Houston 

Lance  Mosby  713-356-6039 
Los  Angeles 

Russ  McQueen  213-356-6155 
Miami 

George  Baccash  305-347-3584 
Minneapolis 

Ellen  Valde  612-596-4459 
New  York 

Rich  Poccia  646-394-2173 
Philadelphia 

Joe  Ragg  267-330-2270 

San  Francisco 

Mick  Friend  415-498-7478 

St.  Louis 

Steve  Ditman  314-206-8777 

Washington,  D.C. 

Jamie  Grow  703-918-3458 


©  2004  PricewaterhouseCoopers  LLP.  AH  rlghls  reserved. 
"PricewaterhouseCoopers"*  refers  to  PncewatorhouseCoopors 
LLP  (a  Delaware  limited  liability  partnership)  or,  as  the  context 
requires,  other  member  firms  of  PricewaterhouseCoopers 
International  Limited,  each  of  which  is  a  separate  and 
independent  legal  entity,  'connectedthlnking  Is  a  trademark 
of  PricewaterhouseCoopers  LLP  (US'. 


FOLLOW  THROUGH 


MAY  12,  2003 


Entrepreneurship  Isn't  Easy 


A  year  ago  we  put  Richard  Sheridan  on  our  cover 
as  a  grinning  example  of  our  story  about  laid-off 
middle-age  middle  managers  who  remake  them- 
selves as  entrepreneurs.  In  2001  Sheridan,  46,  got 
the  hoot  from  his  cushy  management  job  at  Inter- 
face Systems,  an  Ann  Arbor,  Mich,  company  that 
translates  documents  to  the  Web.  So  he  started  his 
own  software  company.  Amazingly,  his  Menlo  In- 
novations turned  a  profit  in  its  second  year.  Sheri- 
dan predicted  a  30%  rise  in  revenues  in  2003  to 
$3  million. 

Instead,  revenues  have  stayed  steady,  and  prof- 
its dropped  a  touch  to  just  under  $500,000.  Menlo 
won  no  new  major  customers  last  year.  Sheridan 
blames  his  lackluster  performance  on  a  tech  recovery  that  had  been  predicted  but 
didn't  materialize. 

Thanks  to  his  appearance  on  FORBES'  cover,  Sheridan  is  giving  twice  as  many 
unpaid  speaking  engagements  to  get  the  word  out  about  his  company.  He  is  also  a 
nominee  for  an  entrepreneur-of-the-yeai  award  to  be  handed  out  in  June  by  Ernst  & 
Young. 

— Emily  Lambert 


FEBRUARY  21,  2000 

Hotter  Than  Sheepskin 

The  Association  for  Investment  Management  &  Research  is  going  great  guns.  So  is  the 
compensation  package  for  its  soon-to-retire  Chief  Thomas  A.  Bowman.  He  hauled  in 
$904,472  in  pay  and  benefits  for  the  fiscal  year  ended  August  2003,  according  to  just- 
released  tax  returns.  That's  an  18%  increase  from  the  previous  year  and  a  lofty  figure 
for  the  boss  of  a  nonprofit  association.  The  Charlottesville,  Va.-based  AIMR  awards  the 
much  sought-after  Chartered  Financial  Analyst  designation.  AIMR  Chairman  Theodore 
R.  Aronson  credits  the  jump  in  Bowman's  pay  to  the  group's  rapid  growth. 

The  number  of  CFA  hopefuls  is  growing  fastest  in  Mainland  China,  where  7,900 
people  tried  for  the  designation  last  year,  up  from  160  in  2000.  Enrollment  growth  in 
the  rest  of  Asia  and  elsewhere  outside  the  U.S.  has  also  rocketed,  while  domestic  growth 
may  be  slowing.  Asian  CFA  aspirants  now  make  up  30%  of  the  125,000  candidates 
worldwide.  A  CFA  charter  is  increasingly  seen  as  an  acceptable  substitute  for  a  $70,000 
business  school  sheepskin  by  financial-sector  employers  looking  for  investment  advis- 
ers, analysts  and  fund  managers. 

— Patricia  Huang 


FEBRUARY  21,  2000 

Flower  Children 

Four  years  ago  we  wrote  about  two  companies  that  were  trying  to  become  the  Star- 
bucks of  flowers.  One,  Cerald  Stevens,  Inc.  of  Fort  Lauderdale,  Fla.,  folded  in  2001.  The 
other,  KaBloom  of  Woburn,  Mass.,  is  hanging  in  there,  though  it  has  changed  tack, 
moving  from  company-owned  to  franchise  stores.  Instead  of  opening  150  KaBlooms 
by  2003,  it's  got  70  stores  in  20  states,  all  but  1 1  of  which  are  franchises,  and  sales  of  $23 
million.  KaBloom's  competition:  an  explosion  in  online  flower  vendors,  which  include 
FTD,  1-800- FLOWERS  and  others  too  numerous  to  count.  — Suzanne  Hoppough 
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You 
Want 
Fries 
With 
That? 


Losing  ground  in  telecom  gear, 
Lucent  seeks  salvation  in  services 
Is  this  bold— or  just  sad? 

BY  DANIEL  LYONS 

THREE  TUMULTUOUS  YEARS 
after  tumbling  into  trouble, 
Lucent  Technologies  is  still 
trying  to  redefine  itself.  The 
highest  of  fliers  in  the  tele- 
com boom  of  the  1990s, 
Lucent  crashed  hard  in 
2001  and  2002  when  phone  carriers 
slashed  orders.  Cutting  its  research 
spending  by  60%  to  survive,  Lucent  now 
trails  rivals  in  some  crucial  product  seg- 
ments. Key  customers  are  defecting. 
Verizon,   Lucent's   top  account, 
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awarded  a  five-year  contract  for  next- 
generation  switches  to  archrival  Nortel  in 
January  That,  of  course,  came  before 
Nortel  itself  stumbled  badly  last  month, 
firing  its  chief  executive,  the  chief  finan- 
cial officer  and  its  controller  in  a  still- 
simmering  accounting  scandal.  Yet  at 
Lucent,  which  seems  to  have  recovered 
from  its  own  bout  of  accounting  restate- 
ments in  2000,  Chief  Executive  Patricia 
Russo  insists  things  are  looking  up. 

Last  month  Lucent  eked  out  its  third 
consecutive  quarter  of  profit.  The  com- 


pany could  earn  almost  half  a  billion  dol- 
lars, or  a  dime  a  share,  for  the  fiscal  year 
ending  Sept.  30,  analysts  say,  on  sales  of 
almost  $9  billion,  up  about  5%  in  a  slug- 
gish market.  "We've  weathered  the 
storm.  We've  closed  the  chapter  on  sur- 
vival," says  Russo,  who  has  spent  all  but 
16  months  of  the  last  23  years  at  Lucent. 
"Now  the  focus  is  on  growth." 

But  how  to  grow?  Russo's  boldest 
move  is  an  effort  to  reshape  the  Murray 
Hill,  N.J.  company  from  a  hardware 
maker  prey  to  commoditization  into  a 


prodigious  provider  of  telecom  services. 
Just  as  IBM  emerged  from  its  near-death 
experience  in  the  early  1990s  by  creating  a 
division  to  install  and  maintain  computer 
networks,  even  when  the  gear  is  made  by 
its  rivals,  so  has  Russo  launched 
a  business  to  build  and  run 
telecom  networks — even  when 
the  equipment  comes  from 
Lucent's  foes. 

This  glasnost  is  a  big  about- 
face  for  a  company  that  has 
roots  reaching  back  a  century 
and  that  used  to  be  part  of  a 
vertically  integrated  power- 
house called  AT&T.  This  is,  after 
all,  the  company  that  houses 
Bell  Labs,  whose  scientists 
invented  the  transistor,  con- 
firmed evidence  of  the  Big  Bang 
and  won  six  Nobel  Prizes  in 
physics.  But  the  Lucent  that  sur- 
vives today  is  barely  an  echo  of 
the  company  that  was.  Revenue 
for  the  March  quarter  was  off 
80%  from  four  years  ago.  The 
work  force  is  down  80%  to 
32,500  in  four  years,  partly  from 
layoffs  and  partly  from  the  spin- 
offs of  Avaya  and  Agere.  Bell 
Labs  squeaks  by  with  a  budget 
of  $1.5  billion,  down  from 
$3.5  billion  in  2001.  It  has  had 
to  cut  back  research  in  such  key 
areas  as  GSM,  the  dominant 
wireless  standard. 

But  Lucent  has  little  choice 
other  than  to  move  into  ser- 
vices. "Some  people  might  have 
thought  this  was  radical," 
Russo  says.  "It  took  some  cul- 
tural shift.  But  it  was  just  so 
;  clear  to  me." 

Global  spending  on  telecom  equip- 
;  ment  will  inch  up  a  mere  2%  to  $95  bil- 
lion this  year,  and  growth  will  stay  low  for 
I  a  few  years,  says  market  researcher  IDC. 
!  Russo  views  the  highly  fragmented 
i$40  billion  telecom  services  market  as 
|  one  place  to  pick  up  some  volume. 

Lucent  has  1 1 ,000  services  employees 
>who  focus  mostly  on  Lucent-branded 
igear  at  a  few  U.S.  carriers.  Now  Russo 
jwants  to  turn  that  army  loose  on  cus- 
tomers beyond  Lucent's  hardware  base. 


She  also  wants  to  focus  on  "professional 
services"  (like  consulting  on  network 
design)  and  "managed  services"  (run- 
ning the  network  of  a  carrier  such  as 
Telecom  New  Zealand,  which  in  2002 
hired  Lucent  to  build  its  wireless  net- 
work and  then  outsourced  the  operation 
to  Lucent  last  year). 

Guiding  Lucent  into  this  business  is 
John  Meyer,  whom  Russo  recruited  from 
EDS  last  year.  Meyer  has  hired  350  consul- 
tants and  network  designers  and  assem- 
bled more  than  20  services  offerings, 
many  based  on  tools  developed  by  Bell 
Labs  and  previously  used  only  in-house. 
Ocelot,  a  set  of  algorithms  that  helps 
wireless  carriers  get  the  most  coverage 
from  the  fewest  base  stations,  is  now 
available  to  non-Lucent  hardware  cus- 
tomers for  the  first  time. 

For  Lucent  to  make  a  Nortel  network 
run  better  sounds  like  heresy,  but  Russo 
insists  it  makes  good  sense. 
First,  Lucent  needs  the 
money,  and  second,  Lucent 
can  use  service  engage- 
ments to  develop  relation- 
ships that  could  spur 
future  hardware  sales.  In 
Europe,  where  Lucent  is 
weak  in  wireless  gear, 
Lucent's  services  group  is 
helping  streamline  wire- 
less networks,  hoping 
those  carriers  will  consider 
Lucent  switches  when  they 
roll  out  third-generation 
(3G)  systems  in  the  next 
few  years.  "If  a  customer 
has  already  gone  down  a 
path  with  another  vendor, 
I'd  rather  be  in  there,  at 
least  in  some  small  way, 
than  not  be  in  there  at  all," 
Russo  says. 

Russo,  51,  started  out 
at  IBM,  spending  eight 
years  in  sales  before  mov- 
ing to  AT&T  in  1981.  She 
went  with  Lucent  when  it 
was  spun  out  of  AT&T  in 
1996  but  left  in  August 
2000,  before  the  crisis. 
After  nine  months  as  pres- 
ident of  Eastman  Kodak,    Sources:  IDC;  Lucent. 


$28.9  billion  Lucent's 

revenues  in  FY2000. 

$8.9  billion  Expected 

revenues  in  FY2004. 

157,898  Lucent's 

head  count  in  2000. 

32,588  Lucent's 

head  count  today. 

13%  Lucent's  share 
of  Voice-over-IP  carrier 
equipment  market.  , 

29%  Nortel's  share 
of  Voice-over-IP  carrier 
equipment  market. 

$1.6  billion  Size  of 

VoIP  market  in  2003. 

$9  billion  Projected  size 

of  VoIP  market  in  2007. 


she  returned  to  Lucent  in  January  2002, 
by  which  time  sales  had  fallen  50%  and 
the  stock  price  had  plunged  90%  from  its 
peak  to  $5.87.  (Now  it's  near  $3.) 

In  two  years  Russo  has  chopped  costs 
by  almost  two-thirds  and  overhauled 
Lucent's  supply  chain,  boosting  the  gross 
margin  to  40%  from  12%.  She  sold  or 
spun  off  26  of  29  factories,  outsourcing 
virtually  all  manufacturing.  Lucent  has 
redesigned  products  to  use  more  com- 
mon parts  from  fewer  suppliers. 

But   various   R&D  cutbacks  have 
caused  Lucent  to  fall  behind  in  hot 
growth  areas  like  Wideband-CDMA  and 
Voice-over-IP  switches.  A  breakthrough 
optical   device   called   the  Lambda 
Router — so  powerful  that  a  single  unit 
could  handle  simultaneous  phone  calls 
made  by  everyone  on  the  planet — has 
been  mothballed.  Now,  to  fill  holes  in  its 
product  line,  Lucent  must  resell  gear 
made  by — horrors! — Cisco 
Systems,  Juniper  Networks 
and  other  rivals. 

Without  profits  from  a 
pension  fund  surplus  the 
company  would  be  losing 
money.  Yet  last  year  Russo 
and  four  top  execs  reaped 
$8.2  million  in  bonuses  on 
top  of  $3.6  million  in 
salaries  and  options  worth 
nearly  $12.5  million,  even 
as  they  cut  health  benefits 
to  retirees. 

But  the  mood  among 
the  workers  is  seemingly 
upbeat.  Russo  says  more 
than  40%  of  current 
employees  have  been 
onboard  less  than  five 
years.  And  4  of  her  11 
direct  reports  have  joined 
in  the  last  two  years.  "It 
feels  different,  and  it  is  dif- 
ferent," Russo  says.  The 
old  Lucent  was  in  a  class 
by  itself  for  its  manufac- 
turing and  its  science.  The 
new  one  wants  to  install 
and  maintain  stuff  made 
by  others.  But  who  knows? 
This  could  be  the  path  to 
resurrection.  F 
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GOO  •  gle  v.  to  extract 
big  premium 

Google  has  entered  the  lexicon  as  a 
verb.  That  ultimate  compliment  to 
a  brand  name  helps  explain  why 
investors  making  goo-goo  eyes  at 
the  shares  are  thinking  about  a 
phenomenal  valuation,  perhaps 
$25  billion,  or  26  times  sales.  Yikes! 
Rival  Yahoo  goes  for  17  times  sales. 
Does  being  a  generic  name  warrant 
the  premium?  Of  the  five  famous 
names  we  tracked,  only  two— FedEx 
and  Xerox— have  done  better  than  the 
S&P  500  since  their  public  offering. 

—Michael  K.  Ozanian 
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10  000  Original  investors  in  Haloid,  which  went  y  CDflY  J 
public  in  1936  ard  changed  its  name  to 
Xerox  in  1961,  would  have  outperformed 
1  000  the  S&P 


Xerox 


Sources:  Standard  &  Poor's:  FT  Interactive  Data  via  Fact- 
Set  Research  Systems. 
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Better  Off  Dead 


DaimlerChrysler's  spurning  of  Mitsubishi  ought  to  start  a  trend: 
Send  some  outfits  to  the  salvage  yard. 

BY  J0ANN  MULLER 


THE  WORLD'S  AUTOMAKERS 
ought  to  take  a  lesson  from  the 
mess  that  DaimlerChrysler  has 
wrought  at  Mitsubishi  Motors. 
After  pumping  some  $3  billion 
into  the  struggling  Japanese  carmaker 
since  2000,  DaimlerChrysler  wisely 
decided  in  April  it  would  no  longer  throw 
good  money  after  bad.  Other  big  Japanese 
shareholders  may  yet  come  to  Mit- 
subishi's rescue,  but  given  the  bloated 
state  of  the  global  auto  industry,  that 
would  be  a  mistake. 

The  world  really  doesn't  need  Mitsu- 
bishi, whose  tiny  market  share  (1.5%  in 
the  U.S.)  makes  it  practically  invisible  in  a 
sea  of  Toyotas,  Hondas  and  Nissans.  But 
this  isn't  the  end  of  the  story.  Maybe 
DaimlerChrysler  will  do  something 
clever:  Let  Mitsubishi  go  kaput,  then  sal- 
vage a  few  spare  parts  from  the  wreckage. 
Daimler  already  controls  the  crown  jewel 
in  Mitsubishi's  empire,  its  Fuso  commer- 
cial truck  business.  DaimlerChrysler 
recently  boosted  its  stake  to  65%  and 
folded  operations  into  its  huge  commer- 
cial truck  division. 

On  the  struggling  car  side,  the  most 
obvious  asset  is  Mitsubishi's  18-year-old 
factory  in  Normal,  111.,  which  has  been 
one  of  the  most  efficient  in  North  Amer- 
ica, according  to  Harbour  &  Associates. 
It  cranks  out  175,000  vehicles  a  year  in 
the  form  of  six  different  models  for 
Mitsubishi  and  Chrysler  (including 
the  Endeavor  SUV  and  Sebring 
coupe).  At  the  moment  Chrysler 
doesn't  need  more  production 
capacity,  but  it  would  come  in 
handy  if  the  company  meets  its 
goal  of  boosting  worldwide 
sales  by  one  million  vehicles. 

GM  pulled  off  a  similar  strat- 
egy with  Korea's  Daewoo.  GM 
was  beaten  out  by  Ford  to  buy 
Daewoo  in  1999,  but  at  the  last 
minute  Ford  got  cold  feet. 
Good   thing,   because  it 


turned  out  Daewoo  was  in  a  heap  of  trou 
ble.  After  the  company  finally  went  bank 
rupt  in  2002,  GM  plucked  away  the  best  o 
Daewoo's  assets  for  a  mere  $250  million 
"What  GM  did  was  brilliant,"  says  veterar 
auto  industry  analyst  Maryann  Keller. 

Let's  not  stop  with  Mitsubishi.  Wouk 
anyone  really  miss  Fiat?  The  Italian  car 
maker  has  been  a  sinkhole  for  GM,  whicl 
paid  $2.4  billion  for  a  20%  stake  in  Juh 
2000  only  to  write  off  almost  the  entin 
investment  two  years  later.  When  Fiat  wa: 
recapitalized  last  year,  GM  wisely  stayec 
on  the  sidelines.  Consequently,  its  stake  i: 
now  just  10%.  If  Fiat,  with  4%  of  world- 
wide share,  folded  its  tent,  GM's  Europear 
operations  could  go  after  those  assets  i 
really  needs — like  Fiat's  diesel  engine 
capability — at  a  bargain  price. 

So  much  for  that  global  strateg 
Daimler  Chie 
Jiirgen  Schrempi 
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One  lesson  from  the  failed  strategy  of 
DaimlerChrysler  Chief  Jiirgen  Schrempp: 
global  scale  isn't  a  requirement  for  suc- 
cess. If  it  were,  smaller  companies  like 
BMW  and  Honda  wouldn't  be  thriving. 
What  matters,  says  David  E.  Cole,  direc- 
tor of  the  Center  for  Automotive  Research 


in  Ann  Arbor,  Mich.,  is  whether  a  com- 
pany is  running  its  factories  efficiently  to 
earn  a  strong  return  on  its  investment. 

Now  is  the  time  for  other  automakers 
to  do  some  soul-searching.  Is  GM's  Saab 
subsidiary  worth  saving?  Will  Saturn  ever 
turn  around?  What  about  Ford's  Jaguar 


brand?  If  money  pits  like  these  have  no! 
hope  of  a  quick  turnaround,  their  parents 
might  consider  cutting  their  losses  and 
salvaging  what  they  can.  "It's  time  to  stop 
frittering  around,"  says  Keller. 

Sad,  but  true:  Some  automakers  may 
be  worth  more  dead  than  alive.  F 


Chopped  Liver 


Coca-Cola's  number  two,  Steven  Heyer,  waits  as  the  company's  board  agonizes  over  the 
selection  of  its  next  chief  executive.  Is  this  a  lesson  in  patience— or  humiliation?  by  allison  fass 


STEVEN  J.  HEYER,  THE 
chief  operating  officer  at 
Coca-Cola  Co.,  has  been 
described  as  gifted  at 
marketing,  strategy  and  opera- 
tions. He  has  another  desirable 
trait.  He  seems  to  have  a  thick 
skin. 

The  Coke  board  has  been 
keeping  Heyer  twisting  in  the 
wind  since  Chief  Executive 
Douglas  Daft  unexpectedly 
announced  in  February  that  he 
would  step  down.  The  board  set 
out  on  its  first-ever  outside 
search  rather  than  naming 
Heyer  (using  the  same  recruiter, 
Gerard  Roche,  who  headhunted 
Heyer  for  Coke  three  years  ago). 
Months  have  passed  as  a  swirl 
of  outside  contenders — people 
like  Gillette  Chief  James  Kilts — 
have  been  considered;  even  a 
retired  Coke  executive,  E. 
Neville  Isdell,  a  former  presi- 
dent of  its  European  business 

now  sunning  himself  in  Barbados,  has  been  mentioned. 

Even  if  Heyer  does  turn  out  to  be  the  victor,  at  this  point  he's 
looking  like  a  retread.  Yet,  despite  the  public  affront,  Heyer  is 
sticking  around,  doing  his  job — just  as  executive  coaches  and 
headhunters  say  he  should.  Thomas  Fischgrund,  an  executive 
recruiter  in  Adanta  who  once  worked  for  Coke,  says:  "I  think  the 
one  thing  Heyer  needs  to  do  is  to  clearly  state  his  position,  take 
the  high  road  and  say,  'Look,  here's  what  I  stand  for,  here's 
where  I  think  the  company  needs  to  go,  and  here's  the  progress 
that  I've  made  over  three  years.'" 

Andrea  Redmond,  managing  director  at  executive  search 
firm  Russell  Reynolds  Associates,  says  his  loyalty  will  serve  him 
well  one  way  or  another.  "He's  done  the  right  thing  by  Coke,  and 
the  entire  world  will  see  that  he's  done  that,"  she  says. 


All  that  is  cheap  and  easy  ad- 
vice for  people  standing  on  the 
sidelines,  of  course.  Heyer's  got 
to  look  in  the  mirror  every  day. 
"If  his  perception  is  that  he  has 
basically  been  discounted,  that  he 
is  indeed  not  considered  a  seri- 
ous candidate,  then  my  advice  to 
him  would  be:  Look  for  another 
job,"  says  Marshall  Goldsmith, 
an  executive  coach  in  Rancho 
Santa  Fe,  Calif.  Better  hurry: 
Other  companies  may  already 
view  him  as  damaged  goods  be- 
cause of  the  long  search. 

Doesn't  he  deserve  this  one? 
Wall  Street,  investors  and  even 
bottlers  generally  support  him, 
despite  his  reputation 
as  quick-tempered  and 
painfully  obvious  about 
his  ambition.  His  con- 
tract— worth  about  $1 
million  a  year  in  base 
salary — is  not  set  to  expire 
until  2006. 

Coke  board  member 
James  B.  Williams  defends 
the  search  as  the  best  way  to  cast  a  wide  net  and  doesn't  think  its 
public  nature  is  humiliating.  "I  don't  think  he  [Heyer]  does, 
either,"  he  adds. 

It's  certainly  time  for  Coca-Cola  to  be  patient.  Since  the 
revered  Roberto  Goizueta'  died  in  office  seven  years  ago,  Coke 
has  had  a  series  of  problems  in  the  executive  suite,  including  the 
pushing  out  of  chief  Douglas  Ivester.  At  $51  the  stock  is  where  it 
was  in  2000,  and  Coke's  soda  market  share  is  down.  The  com- 
pany was  hit  with  a  racial  discrimination  suit  and,  more  recently, 
federal  probes  over  accounting  and  promotional-test  rigging. 

Just  the  kind  of  place  where  a  thick  skin  would  come 
in  handy.  F 


Is  he  going  up— 
or  down?  Heyer. 
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A  tiny  Canadian  diamond  com 
Harry  Winston,  by  phyllis  bei 


JEWELER  HARRY  WINSTON  HAS 
been  sold  again — the  second  time 
in  less  than  four  years.  The  buyer  is 
Aber  Diamond  Corp.,  a  little- 
known  Canadian  mining  operation  that, 
like  giant  De  Beers,  wants  to  move  down- 
stream into  retail.  And  downscale,  too, 
apparently.  Aber,  which  is  paying  $85  mil- 
lion for  a  51%  stake,  claims  the  storied 
brand  will  be  "democratized."  Meaning, 
good-bye  Gwyneth  Paltrow  ($160,000  dia- 
mond necklace),  hello  . . .  Roseanne? 

Not  far  off.  After  the  first  sale  in  2000 
to  Fenway  Partners,  a  New  York  private 
equity  firm,  Harry  Winston  began  offering 
a  host  of  gewgaws  under  $100,000,  includ- 
ing diamond  hoop  earrings  for  a  pal- 
try $8,000.  The  new  deal  looks 
like  it  continues  the  trend  toward 
lower-priced  goods,  though  Aber 
refuses  to  comment  on  whether 
this  could  include  scarves,  perfume 
or  umbrellas — or  just  cheaper  jew 
elry.  A  hint  of  HW's  future  may  be 
foretold  in  the  selection  of  its  new 
chief:  Thomas  O'Neill,  worldwide  pres- 
ident of  Burberry,  whose  ubiquitous  plaid 
appears  on  everything  from  trench  coats 
and  doggie  jackets  to  handbags  and  eye- 
glasses. O'Neill,  who  already  serves  on 
Aber's  board,  will  become  president  of  the 
mining  company  when  he  takes  over  at 
Harry  Winston  in  July. 

That  arrangement  seems  to  make 
sense  because  it  will  give  Aber  leverage 
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over  polishers  to  whom  it  supplies  rough 
diamonds  and,  thus,  assure  a  steady  sup- 
ply of  polished  stones  to  the  retailer.  Aber 
owns  40%  of  Diavik  Diamond  Mines  (the 
rest  is  held  by  a  unit  of  Rio  Tinto  of  Lon- 


don) in  the  frozen  tundra  of  Canada's 
Northwest  Territories,  which  started 
coughing  up  ice  last  year,  3.8  million 
carats'  worth.  By  next  year  output  should 
be  7  million  or  better,  7%  or  so  of  thq 
world's  diamond  production. 

How  can  tiny  Aber,  which  earned  $28 
million  on  $96  million  in  revenue  last  year, 
afford  to  buy  such  an  exclusive  name? 
Harry  Winston  and  Fenway  have  agreed  to 
accept  a  down  payment  of  less  than  hall 
the  total  purchase  price,  with  the  rest  paid 
out  over  the  next  year.  In  the  knotty  deal 
Fenway  gets  back  75%  of  its  initial  $62 
million  investment  but  retains  a  30% 
stake.  Ronald  Winston,  son  of  the  founder, 
becomes  chairman  of  HW  and  keeps  the 
remaining  19%.  After  six  years  Aber  has 
the  option  of  buying  the  whole  shebang. 

All  of  this  is  probably  good  news  for 
luxury  goods,  since  it  strengthens  both 
ends  of  the  business.  It's  just  a  little  tough 
getting  used  to  the  idea  of  Marilyn  Mon- 
roe singing  "Diamonds  Are  a  Girl's  Best 
Friend,  Eh?"  F 


The  Da  Vinci  Code  a  billion-dollar  business?  The  blockbuster  art  history/ 
religion  whodunit  looks  like  it's  driving  enough  commerce  to  catapult  total 
projected  Da  Wnc/'-related  revenues  into  the  ten  figures.  A  breakdown  of  the 
Da  Vinci  billion,  projected  over  the  next  two  years.  —Susan  Adams  \ 

Hardcover  sales  of  The  Da  Vinci  Code,  assuming 
current  rate  of  sales,  including  foreign  sales  (already  a  bestseller  in  a 
dozen  countries). 


Sales  of  backlist  Dan  Brown  novels  Deception  Point, 
Digital  Fortress,  Angels  and  Demons. 

Audio  books  of  The  Da  Vinci  Code  and  a  forthcoming 
illustrated  collectors'  version. 

Paperback  sales.  With  hardcover  sales  still  hot, 
Doubleday  has  yet  to  schedule  the  softcover. 


Sales  from  Da  Vinci  spinoff  books  like  Secrets 
of  the  Code  and  De-Coding  Da  Vinci,  plus  some  90  backlist  titles  of  related 
subject  matter,  like  Holy  Blood,  Holy  Grail.  ■ 


Sales  of  the  next  Robert  Langdon  novel  by  Dan  Brown. 
It's  not  a  sequel;  it's  the  further  adventures  of  the  Harvard  professor 
of  symbology. 


Estimated  revenues  from  forthcoming  Sony  Pictures  movie, 
including  domestic  and  foreign  box  office,  VHS  and  DVD  sales,  and  TV  broadcast 
deal— assuming  the  movie  doesn't  bomb  and  Hollywood  buys  backlist  titles. 


WHY  MORE  CEOs  ARE  GETTING  INTO 

THE  REAL  ESTATE  BUSINESS. 


These  days,  the  buck  stops  and  starts  with  the  CEO.  Reducing  costs  and  finding  new 
bottom  line  opportunities  are  now  more  important  than  ever.  Which  is  why  Cushman  & 
Wakefield  develops  programs  that  align  real  estate  strategy  with  corporate  goals. 
The  Alignment  Review  Process  is  just  one  of  the  programs  pioneered  by  Cushman 
&  Wakefield  that  is  worthy  of  a  CEO's  time.  To  learn  more,  call  800.376.3133. 


HllllL  CUSHMAN  & 
WAKEFIELD 


front 


The  Slipper  Solution 

JetBlue  has  figured  out  how  to  please  critics  of 
offshoring— and  company  cost-cutters.  Let  call-center 
employees  work  at  home,  by  david  whelan 

MMgk  ICK  UP  THE  PHONE  TO  BOOK  A  FLIGHT  WITH  JETBLUE  AND  YOU  MIGHT 
reach  Margo  Canaan  at  her  rented  home  in  Salt  Lake  City.  While  the 
single  mother  helps  fliers  pick  their  seats,  her  five  children,  ages  4  to  16, 
occasionally  sit  in  the  same  bedroom-office  doing  homework.  They 
know  to  keep  quiet  so  Mom  can  do  her  work.  Her  uniform:  everyday  clothes, 
plus  a  pair  of  fluffy  white-and-blue  slippers  shaped  like  airplanes. 

Canaan  is  one  of  700  reservation 
phone  agents  for  discount  carrier  Jet- 
Blue who  don't  work  in  some  telephone 
warehouse  in  New  Mexico  or  in  an 
office  in  Bangalore,  India.  They  instead 
work  out  of  their  homes  in  America, 
their  company  computers  wired  into  Jet- 
Blue's reservation  system. 

These  virtual  call  centers  are  one 
company's  answer  to  the  offshoring  ques- 
tion: How  do  you  cut  costs  while  keep- 
ing jobs  at  home?  An  estimated  4  million 
people  work  in  call  centers  in  the  U.S., 
while  another  1 1 5,000  work  in  India — 
up  from  only  3,000  five  years  ago. 

But  home-based  phone  reps — there 
are  about  100,000 — disrupt  the  eco- 
nomics of  offshoring.  Operating  a  tradi- 
tional call  center  in  the  U.S.  costs  about 
$3 1  per  employee  hour,  including  over- 
head and  training.  Home-based  agents 
cost  only  $21  an  hour  on  average.  After 
wiring  its  agents'  homes  into  its  reserva- 
tion system,  JetBlue  pays  its  agents  start- 
ing wages  of  $8.25  an  hour,  plus  benefits. 
Sending  those  jobs  to  India  would  cut  the  costs  even  more,  to  maybe  $10  an 
hour  in  wages  and  overhead.  But  JetBlue  thinks  the  better  service  from  home  agents 
offsets  that  price  advantage,  notwithstanding  the  occasional  barking  dog  in  the 
background.  Only  one  out  of  every  300,000  JetBlue  passengers  files  a  complaint  for 
overbooking,  baggage  mishandling  or  other  customer  service  problems,  compared 
with  three  for  big  carriers  like  Continental  and  US  Airways,  according  to  federal 
data.  Employees  seem  content.  Agent  turnover  was  only  4%  last  year,  and  the  job 
is  so  popular  that  JetBlue  rarely  has  to  advertise  to  fill  open  positions. 

David  Neeleman,  the  discount  carrier's  chief,  first  used  at-home  workers 
when  he  ran  Morris  Air  12  years  ago,  well  before  offshoring  became  a  political 
issue.  His  motivation  was  mainly  to  make  agents  happy,  the  theory  being  that 
happy  workers  sound  better  on  the  phone  than  morose  ones.  When  JetBlue 
started  in  1998,  he  put  in  the  same  setup. 

Other  companies,  such  as  AIG  and  Travelers,  are  making  use  of  home  work- 
ers, too.  Those  financial  giants  contract  with  ARO,  a  Kansas  City,  Mo.-based  call 
center  that  only  uses  home  reps.  ARO  owner  Michael  Amigoni  says  rivals  have 
to  justify  investments  in  real  estate  for  call  centers.  Slippers  are  cheaper.  F 
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The  alternative 
to  offshoring: 
Margo  Canaan. 


Last  year  tie-dyed  fans  of  the  Grateful  Dead- 
like band  Phish  shelled  out  $35.8  million  to  sec 
the  group  in  concert.  Then  they  went  home  anc 
paid  to  download  electronic  files  of  the  very 
same  shows. 

Until  recently  concert  recordings  came  in 
two  versions:  officially  sanctioned  albums 
released  by  record  labels  and  sold  in  stores  anc 
bootlegs  made  by  fans.  Now,  as  recorded  music 
sales  drop  and  the  concert  business  booms, 
some  performers  are  making  money  by  selling 
copies  of  their  own  shows  via  the  Internet  or  at 
the  concert  hall. 

Nugs.net  Enterprises,  which  sold  the  Phish 
shows  last  year,  is  now  selling  online  recordings 
of  groups,  including  tour  heavyweights  Metallic* 
and  the  Dave  Matthews  Band,  for  up  to  $13  a 
show.  DiscLive,  a  New  York-based  outfit,  has 
built  a  truck  tricked  out  with  recording  gear  and 
compact  disc  burners  that  lets  it  sell  copies  of 
shows  to  fans  for  about  $20  as  they  leave  the 
show.  And  EMusic,  an  online  music  company,  is 
rolling  out  kiosks  at  clubs  that  let  fans  download 
concerts  to  so-called  thumb  drives  for  $10  each 
(see  story,  p.  174).  Clubgoers  bring  their  own 
drives  or  purchase  them  from  the  kiosk  for  $20. 

The  economics  for  the  bands  are  attractive, 
since  their  additional  costs  are  minimal  and  they 
typically  keep  two-thirds  or  so  of  the  revenue. 
Conventional  record  label  deals,  by  contrast, 
usually  don't  pay  out  more  than  20%. 

Clear  Channel  Communications,  whose 
entertainment  division  generated  half  of  all 
concert  revenue  in  the  U.S.  last  year,  is  jumping 
in.  The  company  will  be  operating  at  least  four 
mobile  recording  rigs  this  year.  Perhaps  more 
ominous  for  smaller  competitors,  in  April  Clear 
Channel  announced  it  had  purchased  a 
patent  for  "creating  digital  recordings  of  live 
performances."  —Peter  Kafki 


e  leva  t  e  » 


ech  no  I o g y 


Cleaner  fuels.  Advanced  fuels.  Liquefied  natural  gas.  Converting  gas  fuels  into 
liquids.  3-D  seismic  technology  for  the  discovery  of  new  fuels.  Ultra-deepwater 
drilling  and  production  technology  to  access  once  unreachable  sources  of  fuels. 
Shall  we  go  on?  When  it  comes  to  energy  technologies,  our  answer  to  that 
question  is,  "yes  we  will."  Because  at  ConocoPhillips,  discovering  and  innovating 
new  technologies  is  just  another  way  we  elevate. 


>"4, 


YES,  YOU  CAN 
BUY  HAPPINESS 

Conventional  grandmother  wisdom  says  you  can't  put  a 
price  tag  on  happiness.  Oh,  really?  A  couple  of  econo- 
mists, David  Blanchflower  of  Dartmouth  and  Andrew 
Oswald  of  Warwick  University  in  Britain,  have 

attempted  to  do  just  that,  assigning 
dollar  values  to  the  unhappiness 
that  goes  with,  say,  being 
divorced  or  jobless.  It 
seems  that  you  can  buy 
happiness,  but  it's 
awfully  expensive. 

As  the  table 
shows,  for  example, 
they  estimate  that  a 
divorced  person 
would  need  to 
receive  another 
$66,000  a  year  to  be 
as  happy  as  a  married 
person  with  the  same 
education,  job  status  and 
other  characteristics.  How  do 
they  come  up  with  such  results?  By  ana- 
lyzing surveys  to  see  how  much  people's  happiness 
varies  with  the  amount  of  money  they  make,  their  race, 
whether  they're  employed  and  much  else.  Looking  at  it 
simply,  a  black  American,  for  example,  would  have  to 
earn  $100,000  to  be  as  happy  as  a  white  earning 
$69,000,  all  other  things  being  equal. 

The  point  of  this?  To  show  the  relative  importance  of 
factors  influencing  mood  levels.  Getting  additional 
money,  however,  only  makes  you  pine  for  yet  more.  So 
there's  no  permanent  solution  to  the  quest  for  happi- 
ness, as  Grandma  could  have  told  you.  —Ira  Carnahan 

Valuing  Happiness  


Here's  the  increase  in  income  it  would  take  to  compensate 
the  typical  American  for  the  unhappiness  that  goes 
with  being: 


Never  married 


Divorced 


13,000 


49,000 


66,000 


Source:  David  Blanchflower  and  Andrew  Oswald.  "Well-Being  Over  Time  in 
Britain  and  the  U.S.A." 
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How  did  a  tiny  Florida  bank,  American  Express 
and  French  taxpayers  wind  up  holding  the  bag 
after  a  U.S.  cruise  line  went  under? 

BY  NATHAN  VARDI 

NE  OF  THE  FIRST  CORPORATE  CASUALTIES  OF  SEPT.  1 1 , 
Renaissance  Cruises  floated  into  Chapter  1 1  just  days 
after  the  terrorist  attacks,  with  $1.2  billion  in  debt 
and  eight  brand-new  700-passenger  ships.  The  failure 
of  the  Fort  Lauderdale,  Fla.  company  helped  push  French 
engineering  giant  Alstom  S.A.  to  the  edge  of  bankruptcy  and 
forced  credit  card  processors  to  refund  customers  who  had 
paid  for  trips  that  never  happened. 

Now  comes  a  325-page  suit  by  Gary  Freedman,  the  bank- 
ruptcy trustee,  seeking  $300  million.  Alleging  a  Ponzi  scheme, 
he  is  going  after  Renaissance's  owners — Edward  Rudner  and 
Credit  Suisse's  private  equity  arm  (which  has  already  lost  its 
$35  million  investment) — along  with  former  officers  and 
directors  and  brokers  who  put  Alstom  and  Renaissance 
together.  Freedman  claims,  among  other  things,  that  Renais- 
sance could  not  refund  customer  deposits  because  it  had 
fraudulently  spent  the  unearned  revenue  in  a  mad  dash  to 
increase  its  cruise  ship  assets  before  a  planned  stock  offering. 
That  left  creditors  in  the  lurch  for  about  $100  million — 
among  them  American  Express,  Discover  and  the  smallish 
(assets:  $4.2  billion)  Miami-based  Ocean  Bank,  which 
processed  Visa  and  MasterCard  transactions  for  Renaissance. 

Never  one  to  let  a  company  fail,  much  less  allow  26,000 
French  jobs  to  disappear,  the  Paris  government  last  Septem- 
ber rescued  Alstom  in  a  $3.8  billion  bailout.  That  saved  the 
shaky  engineering  firm,  which  had  provided  Renaissance 
with  nearly  $700  million  in  vendor  financing  so  it  could 
build  the  ships.  The  ships  have  since  been  resold  or 
chartered.  None  of  that  will  become  settlement  pelf  for 
Freedman,  who  has  thus  far  collected  the  royal  sum  of 
$1.6  million  from  travel  agents  (who  had  kept  at  least 
that  much  in  commissions  for  canceled  cruises). 

Lawyers  defending  both  Credit  Suisse  and  two  of  the 
ships'  brokers  have  asked  the  bankruptcy  judge  to  toss  out  the 
suit — or  at  least  force  Freedman  to  shorten  it.  They  claim  the 
credit  card  processors  knew  the  financial  conditions  at  Renais- 
sance when  they  extended  credit  (the  company  lost  $95  mil- 
lion on  $472  million  in  revenue  in  2000)  and  now  must  live 
with  the  results.  Arthur  Rice,  a  lawyer  for  the  ship  brokers,  ar- 
gues that  Freedman  is  just  looking  for  deep  pockets.  The  suit, 
he  says,  "reads  like  a  feature  in  the  National  Enquirer."  F 


SOME  THINGS  SHOULD 
NEVER  BE  TRADED. 


Our  values  of  financial  strength,  integrity  and  humanity  are 
the  foundation  of  New  York  Life.  They  are  not  commodities 
to  be  traded.  They  are  why  we  are  able  to  deliver  on  our 
promise  to  help  you  secure  your  future  and  protect  your 
family.  These  values  are  why  we  are  a  mutual  company 
answering  only  to  the  long-term  interests  of  our 
policyholders,  not  the  short-term  demands  of  Wall  Street. 
And  why  we  maintain  a  cash  surplus  that  is  one  of  the 
largest  in  the  industry,  ready  to  pay  a  claim,  whether  it's 
months  or  decades  from  now.  So  while  you  won't  find 
financial  strength,  integrity  and  humanity  listed  on  any 
stock  ticker,  these  values  and  the  peace  of  mind  they  bring 
are  why  New  York  Life  is  The  Company  You  Keep. 


■  T  USED  TO  BE  A  PROBLEM  JUST  FOR  THE  HIGH-SCHOOL  KID  WITH  A  TEN-YEAR- 
I  old  Mustang:  Get  in  a  fender  bender  and  the  insurance  company  declares  the 
I  car  a  total  loss  because  the  repair  cost  is  greater  than  the  value  of  the  repaired 
I  car.  But  these  days  owners  of  expensive  cars  are  getting  the  same  treatment.  The 
H  culprits:  air  bags  and  high-tech,  high-cost  parts. 

According  to  trade  magazine  Collision  Repair  Industry  Insight,  the  fraction  of 
cars  totaled  by  insurance  companies  after  a  crash  grew  from  8%  in  1992  to  16%  in 
2003.  Insurance  companies  generally  won't  fix  a  car  if  repairs  cost  more  than  65% 
of  the  value  of  the  car.  "We're  getting  closer  and  closer  to  a  disposable  car,"  says 
Danny  R.  Bailey,  chief  operating  officer  of  Overland  Park,  Kans.-based  Carstar,  a 
collision-repair  chain. 

Replacing  air  bags  can  cost  up  to  $6,000.  The  ones  in  the  front  (mandatory  for 
both  driver  and  passenger  since  1998)  run  $1,000  apiece,  and  there  may  also  be  a 
few  side  impact  and  side  curtain  bags.  You  can't  install  a  used  one — insurers  insist 
on  factory  originals. 

Bailey  is  pushing  for  a  certification  program  that  will  electronically  test  salvaged 
air  bags.  But  air  bags  aren't  the  only  problem.  The  headlight  assembly  on  a  new 
BMW  5  Series  car  costs  $1,900;  for  the  Lexus  LS430  it's  $2,000.  Aluminum  structural 
parts  like  those  in  an  Audi  A8  or  Jaguar  XJ  often  can't  be  repaired  and  must  instead 
be  replaced.  The  radiator  support  in  the  new  Ford  F-150  is  made  out  of  a  magne- 
sium alloy.  The  alloy  mount  is  lighter  and  more  durable  than  a  steel  one,  but  it  can't 
be  repaired  if  seriously  bent. 

Body  shops  like  Bailey's  are  the  losers  in  this.  But  when  they  do  repair  a  car, 
they  can  take  solace  in  the  fact  that  the  average  bill  for  a  collision  repair  rose  to 
$3,519  in  2002,  up  43%  from  a  decade  earlier,  according  to  the  Highway  Loss 
Data  Institute.  F 


NO  GOOD 
DEED  GOES 
UNPUNISHED 

Last  year  a  nonprofit  organization 
called  the  Sacramento  Watersheds 
Action  Group  was  using  volunteers  to 
clean  up  a  riverbed  in  California  when 
a  Laborers'  Union  member  noticed 
some  of  the  workers  were  using  heavy 
equipment.  He  complained  to  the  state, 
which  ended  up  fining  the  nonprofit 
$33,000  for  using  student  volunteers 
on  a  publicly  funded  project.  The 
culprit:  a  little-known  law  that  requires 
that  the  prevailing  wage  be  paid  to  all 
workers  in  public  works  projects  if 
even  one  person  is  paid.  Now  other 
environmental  groups  have  put  proj- 
ects on  hold  for  fear  of  being  targeted. 

"Ludicrous,"  says  John  McCullah, 
the  Sacramento  Watersheds'  execu- 


Union  members?  Cleanup  in  Redding  City,  Cali 


five  director.  Using  volunteers  lever- 
ages public  money  and  makes  youth 
aware  of  environmental  issues,  he 
says,  adding  that  if  unions  think  it's 
unfair,  let  them  "go  write  a  grant." 

Legislators  are  now  scurrying  to 
pass  a  measure  exempting  watershed 
programs  from  the  law.  They're  even 
getting  support  from  some  unions 
that  concede  the  three-year-old  law 
went  a  bit  further  than  expected.  But 
beware:  Many  other  states  have  similar 
prevailing-wage  laws. 

—Tatiana  Serafir 


Turn  the  page  for  our  special  report  on  the  semiconductor  industry. 
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High  performance  isn't  measured  by  how  well  you 
make  the  obvious  moves,  but  how  innovatively  you 
pull  off  the  tough  ones.  To  see  how  Aecenture  can 
help  your  business  be  a  high-performance  business, 
visit  accenture.com 

Consulting  •  Technology  •  Outsourcing 


aecenture 

High  performance.  Delivered. 
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In  the  Chip 

BY  ANDREW  T.  GILLIES  AND  SHLOMO  REIFMAN 
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To  accomplish  more, 

in  *ip 

sometimes  you  need  to  see  less. 


on.  Be  a  Tiger. 


Some  people  see  a  problem. 
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BILLIONAIRE  PHILIP  ANSCHUTZ  MAY  HAVE  FOUND  A 
mission  in  backing  inspirational  movies,  like  Joshua. 
But  he  has  also  been  pushing  another  cause — improv- 
ing his  personal  balance  sheet.  This  month  Anschutz, 
who  owns  58%  of  Knoxville,  Tenn.-based  Regal  Enter- 
tainment, will  oversee  an  "extraordinary  dividend"  of  $710  mil- 
lion. It  should  be  easy  for  Anschutz,  who  stands  to  get  $368  mil- 
lion, to  convince  his  board  to  go  along  with  the  deal:  He  controls 
78%  of  Regal  through  supervoting  shares.  Last  July  he  collected 
$373  million  in  another  special  dividend  by  Regal. 

Anschutz  has  Congress  and  President  Bush  to  thank  for  his 
flush  bank  account.  Last  year's  tax  cut  created  a  15%  rate  for 
dividends.  But  the  cut-rate  tax  is  good  only  through  2008,  after 


which  the  maximum  federal  rate  on  dividends  pops  back  up  to 
35%.  So  there's  a  window  to  extract  low-taxed  cash  from  corpo- 
rate coffers,  and  business  owners  are  rushing  through  it.  Of 
'  course,  boosting  their  own  balance  sheets  means  weakening  the 
corporate  ones.  Regal's  net  debt  will  climb  from  $670  million 
before  the  two  big  payouts  to  $2. 1  billion  after,  while  its  equity 
shrinks  from  $1.3  billion  to  $94  million. 

In  a  recent  conference  call  Michael  Campbell,  Regal's  chief 
executive,  justified  the  dividends  as  "the  most  efficient  means  of 
distributing  value,"  adding  that  his  balance  sheet  remained  pru- 
dently capitalized.  Russell  Solomon,  a  senior  vice  president  at 
Moody's  Investors  Service,  isn't  thrilled  with  the  debt-funded 
dividends.  He  downgraded  Regal's  bank  debt  one  notch  to  Ba3. 
"It's  pretty  mind-boggling  to  me  that  this  company,  recently  out 
of  bankruptcy,  will  pay  out  $1.6  billion,"  says  Campbell.  In  April 
Standard  &  Poor's  revised  its  credit  outlook  on  Regal,  which  it 
rates  BB-,  to  "negative"  from  "stable." 

The  Anschutz  maneuver  is  part  of  a  small  stampede  among 


 Qutfront 

big  equity  players.  Last  year  corporate  owners  received  $6.7  billion 
in  dividends  financed  by  debt  taken  on  by  underlying  operating 
companies,  reports  S&P,  compared  with  $1.6  billion  in  2002. 
Equity  holders  are  set  to  reap  another  $5.6  billion  in  the  first  half 
of  this  year.  The  biggest  deal:  debt-free  Metro-Goldwyn-Mayer's 
one-time  $1.9  billion  dividend,  funded  with  new  bank  debt,  that 
will  transfer  $1.4  billion  to  Kirk  Kerkorian,  who  is  also  negotiating 
to  sell  the  company. 

The  alignment  of  forces  creates  a  lucrative  exit  strategy  for 
many  private  equity  firms.  Anschutz,  for  example,  bought  an 
estimated  $445  million  of  distressed  debt  of  the  bankrupt  movie 
theater  companies  that  now  make  up  Regal  and  converted  it  into 
stock  worth  $1.7  billion.  By  the  end  of  May  he  will  probably 

have  taken  $809  million  out  of 
the  company  in  dividends, 
including  regular  ones. 

Existing  lenders  who  are  not 
refinanced  are  losers,  by  and  large, 
in  these  deals.  Look  at  the  $7  bil- 
lion leveraged  buyout  (the  third 
largest  ever)  of  Qwest's  yellow 
pages  business  by  Dex  Media  last 
September.  Carlyle  Group  and 
Welsh,  Carson,  Anderson  &  Stowe 
put  down  $1.6  billion  in  cash. 
Two  months  later  Dex  started 
funneling  $1  billion  in  dividends 
to  them  by  floating  notes  carrying 
coupons  as  high  as  9%.  Moody's 
frowned  and  downgraded  the 
debt  used  to  originally  buy  the 
company;  $1.3  billion  of  notes 
were  taken  down  a  notch  to  Caal, 
low-grade  junk.  At  least  the  insid- 
ers are  honest  about  what's  going 
on.  A  Securities  &  Exchange 
Commission  filing  says  that  the 
"interests  [of  Carlyle  and  Welsh]  may  not  be  aligned  with  those  of 
our  creditors." 

At  Nalco,  a  water  treatment  company,  owners  Goldman 
Sachs,  Blackstone  Group  and  Leon  Black's  Apollo  Management 
received  $446  million  in  dividends  via  junk  bond  proceeds  in 
January — a  nice  quick  recovery  of  some  of  the  $1  billion  in  cash 
the  equity  holders  put  into  the  $4.2  billion  LBO.  S&P  downgraded 
the  buyout  debt  several  weeks  after  assigning  the  original  ratings. 
"The  initial  ratings  were  premised  on  steady  debt  reduction," 
complains  S&P's  Wesley  Chinn.  "The  dividends  were  a  surprise." 

Since  1996  New  York  financier  Ira  Rennert  has  extracted  $316 
million  in  cash  from  companies  he  controls.  Not  nice  for 
investors  who  bought  $1.1  billion  in  bonds  issued  by  those  com- 
panies; three  of  them  wound  up  in  bankruptcy  court  afterwards. 
A  bankruptcy  trustee  for  one  of  them,  MagCorp,  is  suing  Rennert 
for  fraud,  and  another,  at  Lodestar  Holdings,  hired  a  court- 
approved  lawyer  to  investigate.  Good  luck:  Rennert,  like 
Anschutz,  fully  disclosed  where  the  debt  proceeds  would  go.  F 
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Prospering  China  wants 
improve  its  diet.  For  ADM 
that  means  big  business. 
By  Russell  Flannery 


I  YONGFU  IS  A  SURVIVOR.  WORKING  A  FARM  IN 
China's  fertile  northeast,  he  escaped  the  mass  star- 
vation in  the  Great  Leap  Forward  of  the  1950s,  then 
the  violence  that  wreaked  havoc  and  killed  many 
more  in  the  Cultural  Revolution  of  the  1960s.  In 
the  late  1970s  the  Chinese  autocrats  belatedly  got 
the  idea  that  markets  work,  and  farmers  like  Li  were 
allowed  to  sell  food  grown  on  what  had  been 
communal  plots. 

Did  this  bring  prosperity  and  effi- 
ciency to  the  countryside?  Not  much. 
Whereas  many  urbanites  purr  along 


highways  in  snazzy  foreign-designed  sedans,  Li,  60,  lives  along 
a  narrow  dirt  road  dotted  by  potholes.  It's  traveled  by  cart- 
tugging  mules  and  three-wheel  put-puts  that  look  like  down- 
sized Volkswagen  Beetles.  Wearing  a  faded  blue  Mao-era 
jacket  and  seated  in  a  house  of  clay  and  straw,  Li  can  cite  one 
difference  in  his  village  from  the  heyday  of  the  Great  Helms- 
man. Over  the  cacophony  of  geese  and  other  animals  nearby, 
he  says  there's  much  more  food  for  the  people,  even  though 
his  own  harvest  of  soybeans  and  corn  is  about  the  same  as  it 
was  20  years  ago.  What's  ahead?  No  breakthrough  seeds,  no 
additional  land  to  plow,  not  even  an  upgrade  to  machine  har- 
vesting, he  predicts. 
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Li  and  perhaps  several  hundred  million  farmers  like  him 
are  languishing  transitional  figures  who  must  now  give  way  to 
a  new  agricultural  vanguard:  modern  agribusinesses.  China's 
food  supplement  is  coming  from  abroad — from  South  Amer- 
ica, the  U.S.  and  Australia.  This  means  prosperity  for  agricul- 
tural traders  and  processors  like  Archer  Daniels  Midland. 
They're  moving  into  China  in  all  of  the  ways  you'd  expect  in 
a  $100  billion  national  market  for  processed  food  that's  grow- 
ing more  than  10%  annually.  It  means  a  windfall  for  farmers 
in  the  American  Midwest,  who  are  enjoying  soybean  prices 
that  have  risen  about  two-thirds  from  what  they  were  a  year 
ago.  it  means  a  better  diet  for  the  Chinese,  who  have  raised 


their  caloric  intake  by  a  third  in  the 
past  quarter-century  It  doesn't  mean 
a  bonanza  for  the  rural  poor. 

The  blush  of  China's  success  as  a 
manufacturer  to  the  world  is  leading 
to  a  gap  between  demand  for  staple 
crops,  especially  soybeans  and  grains, 
and  the  ability  of  the  nation's  farmers 
to  grow  them.  China  has  a  quarter  of 
the  world's  population  but  only  10% 
of  the  world's  arable  land.  The  farm- 
land (15%  of  China's  territory)  is 
shrinking  to  make  way  for  roads, 
houses  and  electric  lines,  and  what's 
left  is  losing  its  fertility  as  the  water 
table  sinks. 

Result:  "China  over  the  long  run  is 
going  to  be  a  net  agricultural  im- 
porter," says  Alejandro  Reca,  executive 
director  of  food  and  agribusiness 
research  in  New  York  at  Rabobank 
International,  a  big  Netherlands-based 
agricultural  lender.  Another  result: 
China  is  becoming  an  exporter  of 
farmers — it  has  signed  an  agreement 
with  Kazakhstan  to  send  3,000  Chinese 
farmers  to  till  there. 

Meanwhile,  trade  concessions 
such  as  tariff  cuts  pledged  as  part  of 
China's  membership  in  the  World 
Trade  Organization  are  making  food 
imports  even  more  competitive.  If 
creating  incentives  at  the  farm  level 
was  the  way  to  get  China  fed  in  the 
past,  then  international  trade,  special- 
ization and  efficiency  are  the  way  to 
make  it  prosperous  hereafter. 

Take  soybeans,  the  basis  for  Chinese 
necessities  like  tofu,  soy  sauce  and  cook- 
ing oil.  Overseas  purchases  now 
account  for  60%  of  China's  consump- 
tion. That  appetite  has  pushed  interna- 
tional soybean  prices  to  15-year  highs. 
South  America  has  abruptly  become  one  of  the  world's  biggest 
soybean  producers,  challenging  the  longtime  leader,  the  U.S.,  on 
booming  shipments  to  China. 

A  similar  need  is  emerging  in  grains,  says  Lester  Brown,  the 
president  of  the  Earth  Policy  Institute  in  Washington,  D.C.  and  an 
outspoken  development  economist  whose  1995  book  Wlio  Will 
Feed  China?  was  an  early  warning.  Rising  demand  and  limited 
local  supplies  mean  that  world  prices  won't  be  returning  to  pre- 
2003  lows,  he  says.  More  agricultural  volume  will  shift  from  vil- 
lage or  family  farms  like  Li's  to  commercial  businesses  like 
Decatur,  Ill.-based  ADM. 

ADM  has  access  to  farm  output,  especially  in  the  U.S.,  the 
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know-how  to  process  beans  and  corn  and  the  capital  to  do  so 
efficiently.  Last  year  its  overseas  operations  accounted  for  43% 
of  operating  profit  (before  taxes,  nonrecurring  items  and  some 
interest),  up  from  a  mere  3%  ten  years  earlier.  (It  doesn't  give  a 
breakdown  by  region.)  ADM  buys  raw  commodities  from  coop- 
eratives and  growers  in  the  Midwest,  moves  the  grain  and  beans 
to  China  and  then,  where  possible,  gets  a  piece  of  the  down- 
stream work.  Among  its  customers  in  China  are  processing 
plants  that  ADM  invests  in.  One  sells  flour,  for  example,  to  a 
company  that  makes  buns  for  McDonald's. 

Willing  to  accept  minority  stakes  in  two  dozen  joint  ven- 
tures rather  than  the  controlling  stake  many  foreigners 
demand,  ADM  has  managed  to  outflank  rival  Cargill  (whose 
worldwide  sales  are  double  ADM's  $31  billion)  in  China's  pro- 
cessing business.  Bunge,  the  number  three  global  player  in 
agricultural  commodities  (2003  sales:  $22  billion),  is  primar- 
ily a  trader  in  China,  not  an  investor. 

"From  our  point  of  view  China  is  the  single  market  that  is 
changing  the  dynamics  of  the  agricultural  scene  today,"  says  ADM 
Chief  Executive  Allen  Andreas.  (Nephew  of 
longtime  ADM  boss  Dwayne  Andreas,  Allen, 
60,  has  been  managing  the  shop  since  1997.) 
ADM's  investment  in  China  to  date: 
$200  million  in  a  score  of  joint  ventures. 

America's  growing  role  as  a  food 
exporter  to  China  contrasts  with  what  has 
been  a  dismal  overall  U.S.  trade  perfor- 
mance there.  China  ran  a  trade  surplus 
with  the  U.S.  last  year  of  $  1 24  billion,  equal 
to  10%  of  China's  entire  GDP.  Yet  U.S. 
farm  exports  to  China  doubled  in  the  12 
months  ending  last  September  to  $3.4  bil- 
lion, and  will  increase  to  $5.4  billion  this 
year,  according  to  the  U.S.  Department  of 
Agriculture.  That  will  make  China  the 
fourth-largest  customer  for  U.S.  agribusi- 
ness, behind  Canada,  Japan  and  Mexico. 


As  elsewhere,  the  prospect  of  relying 
more  on  food  imports  is  a  sensitive  topic 
in  China.  More  than  a  quarter-century  of 
reform  has  produced  some  agricultural 
success  stories — 3  of  the  top  20  on  the 
FORBES  China  Rich  List  made  their  for- 
tune in  food  and  feed,  for  instance,  and 
rural  incomes  have  begun  to  pick  up 
again.  Yet  there  is  a  huge  and  growing 
wealth  gap  between  the  city  and  rural 
areas,  where  some  70%  of  Chinese  live. 
Inside  the  Li  home  in  Heilongjiang 
province  are  framed  snapshots  of  happy 
grandchildren,  off  in  a  nearby  city  with 
their  parents.  The  photos  hang  on  walls 
covered  with  newspaper  that  doubles  as 
wallpaper.  A  giant  black  wok  in  a  closet- 
size  kitchen  is  heated  by  fire  from  dry 
cornstalks,  from  a  supply  stacked  nearby  like  logs.  Outside, 
chickens  peck  at  dead  mice. 

Although  hallowed  in  Communist  Party  dogma,  farmers 
have  suffered  at  the  hands  of  venal  officials.  A  book  published 
in  January  detailing  their  exploitation  by  greedy  local  tax  offi- 
cials has  been  a  bestseller.  Scholars  have  lambasted  swindling  by 
property  developers,  and  Premier  Wen  Jiabao  is  promising  relief. 

But  increasing  income,  if  it  arrives,  will  result  more  from 
subsidies  and  tax  relief  than  from  raising  production.  Since 
1983  Li's  family — one  of  more  than  120  in  Minxiang  village — 
has  had  two  acres  that  under  Mao  were  farmed  by  a  "produc- 
tion team"  that  belonged  to  the  now  long-gone  commune.  But 
yields  vary  because  the  work  effort  isn't  even,  says  Li.  "Every- 
one has  their  own  management  approach."  The  average  age 
of  farmers  is  rising  as  their  children  take  jobs  elsewhere. 

Despite  the  labor  intensity,  yields  per  acre  on  these  tiny 
farms  run  only  about  75%  of  the  U.S.  level,  and  revenue  is 
squeezed  by  numerous  minor  middlemen.  Authorities  have 
balked  at  genetically  modified  seeds  that  would  help  improve 


Prtfcess  of  change:  ADM's 
Stephen  Yu  has  designs  on 
the  diet  of  modern  Beijing. 
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Feeding  China 


ccess  from  acquisitions  of 
companies  with  China 
operations,  rather  than  its  own  projects, 
industry  executives  say. 


General  Mills 

Haagen-Dazs  ice  cream  from  China  plants. 
Costs  more  than  at  home— $3  a  scoop,  but 
sales  are  up  to  about  $25  million  a  year.  Bugles 
snacks  score  well  among  Chinese  nibblers. 


Heinz 

One  focus:  infant  formula.  China,  despite  efforts 
to  curb  population  growth,  has  20  million  new 
babies  a  year  versus  4  million  in  the  U.S. 


Kraft 


red  China  in  1984  and  is  now 
number  one  in  the  cookie  and  biscuit 
rands  like  Ritz,  Chips  Ahoy  and 
s  are  available  countrywide. 


McCormick 

A  supplier  to  McDonald's  that  also  sells  spices 
to  retail  chains  to  accompany  rice 
and  chicken  dishes. 


Sources:  Companies;  CSFB. 


yield.  Price  information  or  learning  via  the  Internet  isn't  likely  to 
help — there  isn't  a  single  computer  in  Minxiang. 

Another  big  problem:  China  is  drying  up.  Already,  residents  in 
Beijing  face  price  hikes  to  address  what  state-run  media  called  a 
"dangerous  water  shortage."  Loss  of  irrigation,  desert  expansion,  a 
shift  to  higher-value  crops  and  scant  farm  labor  in  well-off  coastal 
provinces  are  all  pressuring  China's  grain  harvests,  says  Lester  Brown, 
the  early  voice  of  scarcity  concerns. 

All  of  which  spells  business  opportunity  to  Taiwan-born  Stephen 
Yu,  43,  ADM's  Asia  Pacific  managing  director  in  Singapore.  The  New 
York  University  M.B.A.,  who  got  his  start  at  Continental  Grain,  is 
one  farm-sector  executive  without  a  hint  of  the  barnyard.  "I  went  to 
school  because  I  wanted  to  be  an  investment  banker  and  never  had 
thoughts  about  entering  the  food  industry,"  he  says. 

Back  when  Yu  joined  ADM  in  1993  Cargill  was  already  entrenched 
as  a  major  trader  around  the  region.  He  saw  China  up  for  grabs  as  it 
began  its  conversion  to  processed  food.  Such  items  today  account 
for  about  30%  of  the  Chinese  food  intake;  in  developed  economies 
it  is  86%,  according  to  the  USDA. 

The  McDonald's  buns  aren't  the  only  score.  ADM's  soy  meal  finds 
its  way  into  chicken  at  KFC,  whose  sales  at  1,000  outlets  in  China 
now  exceed  its  U.S.  total.  Yu  hopes  cottonseed  oil  from  a  newly 
opened  plant  will  be  used  by  Frito-Lay  to  fry  snack  chips. 

Yu's  quest  explains  another  face  of  ADM  in  China:  the  world's 
largest  soybean  crusher,  part  of  a  $200  million  processing  complex 
along  the  Yangtze  River  in  eastern  China.  ADM  has  about  a  third 
ownership,  with  two  blue-chip  Asian  partners:  China  National  Cere- 
als, Oils  &  Foodstuff  Import  &  Export  Co.  (Cofco),  the  government's 
agricultural  trading  arm  and  one  of  China's  100  biggest  companies; 
and  Kuok  Khoon  Hong,  a  Malaysian  Chinese  who  left  billionaire 
uncle  Robert  Kuok's  agribusiness  arm  to  go  off  on  his  own  in  the 
early  1990s. 

The  three-way  tie-up  is  the  envy  of  rivals.  ADM  brings  processing 
technology,  Kuok  has  Asian  trade  ties,  and  Cofco  delivers  China  dis- 
tribution. To  cement  things,  ADM  has  been  in  talks  about  purchasing 
a  stake  in  Cofco's  agricultural  business  arm  and  is  encouraging  Cofco 
to  take  a  stake  in  ADM. 

"ADM  has  for  many  years  recognized  that  we  don't  have  the  same 
strengths  overseas  as  at  home,"  Allen  Andreas  says.  "We've  grown 
without  a  lot  of  capital  invested  there."  It's  also  borrowed  political 
capital:  Rather  than  lobby  over  agricultural  policy  in  China  (as  it 
does  in  the  U.S.),  ADM  leaves  the  job  to  Cofco.  In  a  big  breakthrough 
this  year  China  agreed  to  more  predictable  rules  for  import  of  soy- 
beans grown  with  Monsanto's  bioengineered  seed. 

Eventually  China  could  be  a  production  base  for  sale  to  other 
markets.  ADM  is  weighing  a  stake  in  a  corn-processing  plant  whose 
sweeteners,  for  example,  could  supply  a  brand  like  Coca-Cola.  But 
corn  processing  involves  a  great  deal  more  technology  than  soybean 
crushing,  Andreas  says.  Maybe  China  will  have  to  wait  for  a  corn 
mill  until  it  makes  a  better  show  of  respecting  patents. 

Back  in  Heilongjiang  farmer  Li  has  more  mundane  concerns. 
His  rugged  face  considers  a  question  about  farm  incomes.  "Just 
100  yuan  [$12]  from  a  tax  cut  or  a  bit  higher  prices  would  be 
great,"  he  says.  The  ADMs  of  the  world  have  other  ideas  for  feeding 
China.  F 
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'atrick  Foody  Sr.  is  a  determined 
nan.  Some  30  years  ago,  he  had  a 
'isionary  idea.  He  would  produce 
sthanol,  a  vital  ingredient  in 
ransportation  fuels,  from  agricultural 
vastes  like  cereal  straws  and  cornstalks. 
Contemporaries  doubted  him.  Initial  attempts  were  costly. 
>till,  Pat  and  his  colleagues  at  logen  Corporation  pressed 
>n.  After  much  dogged  persistence,  and  with  help  from 


THANKS  TO  HIS 
STUBBORNNESS, 

THE  WASTE 

ON  THIS  TRUCK 
CAN  BE  USED 

TO  FUEL  IT 


Shell,  they  found  ways  to  make  large- 
scale  production  a  commercial 
reality.  It  may  be  a  while  yet  before 
alternatives  such  as  EcoEthanol™ 
can  become  a  major  source  of 
energy.  But  by  seeking  our  partners 
like  Pat,  we're  hoping  to  bring  that  day  a  step  closer. 
For  more  information,  visit  www.shell.com. 

Mb 


OF  COURSE  IT'S  COMFORTING  TO  HAVE 
A  VETERAN  CAPTAIN  FLYING  YOUR  PLANE. 
BUT  AT  NETJETS  WE  REQUIRE  TWO. 


When  it  comes  to  safety,  there's  simply  no  such  thing  as 
too  much.  And  because  we  think  about  it  constantly,  you 
never  have  to. 

Take  our  pilots  for  instance.  Averaging  9,000  hours  of  flight 
experience  each,  they're  among  the  most  experienced  in 
the  air.  Some  have  even  served  aboard  Air  Force  One.  But 
that's  still  not  enough  for  us.  Our  pilots  train  an  average  of 
23  days  a  year  preparing  for  every  conceivable  situation. 
And  on  every  flight,  both  pilots  are  type-rated  as  captains. 

But  our  commitment  to  being  the  world's  safest  private 
aviation  company  begins  long  before  a  plane  leaves  the 


ground.  We  buy  only  the  newest  aircraft  with  the  latest  safety 
equipment.  All  our  pilots  fly  only  one  type  of  aircraft  with 
identical  state-of-the-art  flight  decks.  With  our  dual-release 
requirement,  no  flight  takes  off  unless  the  pilot  and  a 
Certified  Dispatcher  agree  the  flight  can  be  completed  safely. 
And  our  collaboration  with  Mayo  Clinic  provides  you  with 
coordinated  emergency  medical  care,  24  hours  a  day,  even  if 
you're  not  onboard. 

So  whether  you're  looking  to  purchase  a  fractional  share 
or  a  Marquis  jet  Card  offering  Netjets  25  hours  at  a  time, 
you  can  feel  good  about  our  obsession  with  safety.  Even  if  it 
is  a  little  redundant. 


1-877-356-0754 


NETJETSt  LEAVE  NOTHING  TO  CHANCE? 


www.netjets.com 
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When  Walter  Curt  founded  Shenandoah  Electronic 
telligence  Inc.,  in  his  basement,  he  didn't  consider  how 
lis  rural  Virginia  location,  two  and  a  half  hours  from  the 
nearest  airline  terminal,  would  affect  the  company's 
rowth.  "We  just  couldn't  get  there  from  here,"  he  says, 
recounting  the  daylong  drives  to  reach  customers  in 
itucky  that  actually  took  less  time  than  an  airline  flight, 
rhen  Curt  turned  his  off-the-beaten-path  address  into  an 
(vantage  using  a  solution  thousands  of  companies  have 
adopted.  Today,  as  his  business  has  grown  to  2,000 
employees  and  some  $100  million  in  annual  revenue, 
art  credits  much  of  his  company's  15-year  growth  to 
business  aircraft,  which  gave  him  access  to  the  world, 
eparting  on  the  company's  Cessna  Citation  Bravo,  he  can 
et  in  person  with  clients  in  Vermont,  Kentucky,  Missouri 
Nebraska  in  an  hour  or  two.  For  trips  like  these,  he  says, 
"Using  commercial  airlines  is  nuts.  It's  just  plain  nuts." 


THE  ULTIMATE  PRODUCTIVITY  TOOL 

For  companies  that  use  business  aircraft  daily,  travel  has  never 
een  quicker,  easier  or  more  productive,  and  access  to  business 
ircraft  has  never  been  simpler.  In  the  U.S.  alone,  some  14,000 
ompanies  operate  more  than  23,500  jet-powered  business  air- 
raft.  Fractional  ownership,  which  attracts  thousands  more,  fur- 
ler  reduces  the  cost  of  entry  and  adds  features  and  benefits 
navailable  with  outright  ownership. 

Charter,  of  course,  is  one  of  the  easiest  ways  to  gain  business  air- 
raft  advantages,  but  the  latest  rage  —  card  programs  —  creates 
dditional  flexibility  by  combining  charter  and  fractional  owner- 
hip  benefits  and  making  these  advantages  more  economical. 

In  addition  to  greater  flexibility,  an  ever-growing  selection  of 
ircraft  provides  the  choices  to  fit  virtually  any  mission.  Ed  Bolen, 
resident  of  the  General  Aviation  Manufacturers  Association 
GAMA),  sums  it  up:  "You  have  more  plane  options,  combined 
/ith  more  utilization  options.  And  that  combination  allows  you 
a  really  customize  for  your  travel  needs." 


FLY  DIRECT  AND  AVOID  DELAYS 

The  robust  business  aviation  picture  stands  in  stark  contrast 
to  the  outlook  for  commercial  air  travel.  By  the  year  2015, 
airline  traffic  is  expected  to  double,  yet  few  additional  runways 
are  planned  and  fewer  new  airports  are  proposed  beyond  the 
450  or  so  that  currently  serve  the  nation.  The  picture  gets  bleak- 
er when  one  considers  that  70%  of  all  airline  traffic  funnels 
through  about  30  hubs. 

On  the  other  hand,  business  aircraft  have  access  to  more  than 
5,000  airports  throughout  the  U.S.  that  serve  local  communi- 
ties and  large  metropolitan  areas  with  amazing  efficiency. 

If  you're  traveling  between  major  cities  such  as  New  York, 
Chicago,  Dallas  or  Los  Angeles,  airlines  might  make  a  lot  of 
sense,  but  if  you  need  to  reach  the  thousands  of  places  not  easily 
served  by  air  carriers,  a  trip  that  takes  the  better  part  of  a  day 
commercially  may  take  only  an  hour  or  so  in  a  business  jet. 

BUSINESS  AIRCRAFT  MEAN  VALUE 

•  Gain  Control  of  Time 

Business  aircraft  allow  you  to  fly  direct  to  small  communities 
or  reliever  airports  surrounding  every  major  metroplex,  so 
chances  are  you'll  land  minutes  away  from  your  final  destina- 
tion. In  addition,  you'll  avoid  check-in  delays  and  obligatory, 
daylong  travel  marathons  when  a  change  of  planes  is  necessary. 

Korbel  Champagne  Cellars  CEO  Gary  Heck  cruises  across 
the  nation  at  just  under  the  speed  of  sound  in  his  company's 
Cessna  Citation  X.  He  knows  that  his  frequent  whirlwind  sales 
promotion  trips  would  be  impossible  via  airlines.  What  he  does 
in  three  days  would  take  more  than  a  week  commercially,  which 
would  prevent  him  from  using  his  time  effectively.  Leaving 
the  Santa  Rosa,  Calif,  winery,  Heck  says,  "I  can  be  in  Dallas 
sitting  in  a  meeting  by  the  time  I  could  be  in  San  Francisco 
boarding  an  airliner." 

Lance  Mortensen's  company,  Timber  Haven  Homes,  builds 
high-end,  turnkey  houses  in  the  Rockies  that  are  ready  to  move 
in,  including  all  the  furniture,  food  in  the  fridge  and  a  Subur- 
ban in  the  driveway.  Recently  he  departed  the  San  Francisco 
Bay  area  and  headed  to  Telluride,  Colo.,  and  Afton  and  Jack- 
son, Wyo.  "I  visited  three  projects  in  areas  that  are  difficult  to 
reach  in  a  single  day,"  Mortensen  remarks.  His  magic  carpet 
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—  a  one-eighth  share  in  a  Might  Options 
Cessna  Citationjet. 

•  Fast  Track  to  Productivity 

Travel  time  in  a  business  aircraft  cabin 
free  of  interruptions  can  often  be  more 
productive  than  the  office,  according  to 
Terry  Groff,  president  of  Reading  Bakery 
Systems.  "It's  a  great  place  to  create  and 
focus,"  he  says.  "I  think  we  get  some  of 
our  most  innovative  ideas  when  we're 
flying."  The  cabin  is  uniquely  conducive 
to  face-to-face  time  with  clients,  prospects 
and  colleagues,  he  adds.  "You've  got  a  cap- 
tive audience." 

franklin  Davis,  corporate  aviation 
director  for  a  New  York  City-based  multi- 
national financial  services  firm  that 
flies  two  Dassault  Falcon  900s  and  a 
Bombardier  Global  Express,  notes:  "We 
can  operate  a  huge  company  with  the 
minimum  number  of  senior  exec- 
utives. We  can  [easily  transport 
them]  around  the  world  instead 
of  hiring  more  people." 

•  Achieve  Unmatched 
Flexibility 

With  a  business  aircraft,  you  fly 
on  your  schedule,  not  an  airline's 

—  a  huge  advantage  in  respond- 
ing to  critical  needs  and  perishable 
opportunities.  David  balk,  founder 
of  SFX  Basketball  Group,  Inc., 
manages  some  of  the  nation's 
highest-profile  athletes.  "My  schedule 
changes  from  minute  to  minute,"  says 
Falk,  who  purchased  a  Flexjet  fractional 
share  of  a  midsize  Bombardier  Challenger 
300  and  a  Learjet  60  to  provide  essential 
travel  flexibility,  balk's  negotiations  are  crit- 
ically timed.  The  idea  that  his  plane  is  avail- 
able wherever  and  whenever  he  needs  it  "is 
just  a  tremendous  benefit  to  me,"  he  says. 

Greenville,  N.C. -based  commercial 
property  developer  H.  J.  Brody  juggles 
travel  around  complex  client  schedules 
and  local  government  requirements  that 
routinely  demand  meetings  in  multiple 
locations.  His  one-eighth  share  of  a 
Bombardier  Flexjet  Learjet  45  makes  it 
possible  to  route  across  North  Carolina, 
then  up  or  down  the  East  Coast  and 
return  the  same  day.  "It's  very  effective  for 
us,"  says  Brody,  who  contends  the  aircraft 
gives  him  a  vital  competitive  edge. 


•  Assure  Safety  and  Security 

Flying  on  a  business  aircraft  is  inher- 
ently secure  because  there  are  no 
strangers:  passengers  and  crew  know 
everyone  on  board.  How  safe  is  it,  really? 
Robert  E.  Breiling  and  Associates  com- 
piles safety  statistics  for  the  aviation 
industry  and  underscores  that  for  the  past 
decade,  jet-powered  business  aircraft 
flown  by  a  two-person,  professionally 
trained  flight  crew  have  had  a  safety 
record  that  equaled  or  surpassed  that  of 
the  major  airlines. 

In  addition,  top  charter  operators,  all 
the  major  fractional  ownership  programs 
as  well  as  the  majority  of  corporate  flight 
departments  subscribe  to  highly  demand- 
ing, airline-style  flight-simulator  training 
in  addition  to  employing  comprehensive, 
factory-prescribed  maintenance  pro- 
grams. These  important  measures,  in 


most  cases,  have  resulted  in  an  unblem- 
ished safety  record. 

•  Eliminate  Wear  and  Tear 

Long  waits  at  airports,  demoralizing 
security  screenings  and  the  sardinelike 
squeeze  of  a  center  seat  makes  airline 
travel  debilitating,  not  to  mention  the 
anxiety  of  completing  a  meeting  and  then 
scrambling  to  catch  a  flight.  After  a  trip 
like  that,  it's  hard  to  be  at  your  peak,  and 
that  means  as  much  to  a  senior  executive 
as  it  does  a  seasoned  Champions  Four  pro 
like  Dana  Quigley.  To  ensure  that  he 
arrives  refreshed  and  relaxed  on  a  hectic 
schedule  of  weekly  events  that  could  chal- 
lenge even  the  healthiest  executive, 
Quigley  turned  to  Netjets  and  purchased 
a  fractional  share  in  a  Cessna  Citation 
Ultra.  Now  he  flies  direct,  adjusts  his 
schedule  as  necessary  and  feels  that  he's  in 


top  form  to  meet  the  next  challenge  cv< 
time  he  steps  off  the  plane. 


FLIGHT  LOG 
Outback  Steakhouse 
No  Rules,  Just  Right 


In  the  1980s,  while  Crocodile  Dune 
tamed  movie  screens  and  the  Aussies  ca 
tured  the  America's  Cup,  Americans  dev 
oped  a  taste  for  all  things  Australian.  A  tl 
from  Tampa  set  out  to  satisfy  that  hung 
Business  aircraft,  including  three  Dassai 
Falcon  Jet  50s,  have  been  key  ingredier 
in  helping  these  Outback  Steakhoi. 
founders  keep  their  operation  sizzling. 

"It  wasn't  planned  as  a  big  chain,"  s 
COO  Robert  Basham.  But  the  hig 
spirited  Outback  concept  took  off  on 
walkabout  of  its  own.  Today,  Outback 
more  than  720  locations  in  all  50  states  ai 
abroad  with  a  vast  number  of  restaurants 
small  cities  and  towns  well  beyoi 
easy  reach  of  airlines.  This  year,  t 
company  will  add  35  to  40  ne 
locations. 

"We  realized  that  if  we  we 
going  to  build  restaurants  at  t 
rate  we  wanted  to,  we  needed 
figure  out  another  way  of  co 
ducting  business,"  says  Bashar 
The  three  founders  considere 
charter,  quickly  determined  th 
aircraft  ownership  was  best  an 
hired  a  consultant  to  help  narro 
the  choices.  The  team  selected 
fast,  efficient  small-cabin  jet  and,  based  c 
the  new  capability,  added  two  more 
rapid  succession.  After  a  swift  expansic 
in  the  West,  the  small  jets  were  replace 
with  three  Dassault  Falcon  50s,  with  lar 
cabins  and  nonstop,  coast-to-coast  rang 
Basham  stresses  the  enormous  time  sa 
ings,  efficiency  and  flexibility  achieve 
when  they  can  travel  on  their  own  schec 
ule  and  not  have  to  decline  imporrar 
trips  due  to  the  time  factor. 

With  hundreds  of  locations  in  big  citic 
and  small  backwaters  across  the  natio 
large  operations  teams  as  well  as  manage 
frequently  visit  restaurant  franchisee 
joint  venture  partners,  meat  plants  an 
suppliers  on  trips  measured  in  hou 
rather  than  days.  Basham  confides  th 
the  jets  are  an  integral  part  of  the  comp 
ny's  recipe  for  success.  They  are  not  on 
great  tools  for  expanding  the  business,  b 


Introducing  the  Legacy 

$1,368,750  (1/1 6th  share) 

Purchase  now  and  fly  at 
the  pre-owned  Hawker  800XP 
hourly  rate  ($1,990/hr)* 
during  the  first 
24  months  of  ownership. 


'Legacy  Fuel  Adjustment  Factor  and 
Federal  Excise  Tax  (FET)  apply. 


The  newest  member  of  the  Flight  Options  family  is 
the  13-passenger  Legacy.  It  offers  the  spaciousness 
of  a  large-cabin  aircraft  with  the  occupied  hourly  rate 
of  a  mid-size  model.  And  you'll  only  find  it  here.  To 
find  out  more  about  the  terms  and  conditions  of  our 
purchase  options,  call  us  at  877.703.2348  or  visit  us 
at  flightoptions.com. 


F  L  IXfH  T 


Fractional  shares  available  on  the  following  models:  Legacy,  Challenger  601,  Citation  X,  Hawker  800XP,  Citation  650,  Citation  V,  Hawker  4Q0XP, 
Beechjet  400A,  CitationJet  and  King  Air  B200.  Flight  Options,  LLC  is  an  affiliate  of  Raytheon  Company. 
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they  also  provide  the  management  team 
with  a  crucial  ability  to  stay  in  touch  with 
their  associates. 

"I  know  there  are  people  who  find  it 
hard  to  justify  the  cost,  but  how  do  you 
put  a  number  on  what  your  time  is 
worth?"  says  Basham.  "I  don't  think  we'd 
have  720  restaurants  today  if  we  hadn't 
gotten  into  business  aviation.  It  allowed 
us  to  get  places  in  a  time  frame  that  we 
normally  wouldn't  have  been  able  to." 

CHARTER 

Chartering  is  the  most  flexible  way  to 
gain  business  aircraft  benefits  because  there 
are  no  capital  investments  or  long-term 
contracts  and  you  pay  for  what  you  need 
as  you  need  it,  illustrates  aviation  consul- 
tant Mike  McMillan,  president  of  Wichi- 
ta, Kans. -based  Air  Travel  Solutions. 
Although  The  Air  Charter  Guide  lists  more 
than  2,400  charter  operators  in 
the  world  operating  more  than 
13,000  aircraft,  Al  Pod,  CEO  of 
Cincinnati-based  Executive  Jet 
Management  (EJM),  a  Netjets 
Company,  cautions  that  all  charter 
is  not  equal.  Choosing  a  quality 
charter  company  requires  careful 
research,  and  safety  audits  con- 
ducted by  third-party  firms  con- 
firm that  the  best  charter  organi- 
zations are  achieving  standards 
that  rival  those  of  the  airlines.  "I 
think  the  auditing  function  allows 
the  traveling  public  that  unbiased  assurance 
that  who  they're  selecting  for  charter  is 
appropriate,"  says  Pod. 

Few  charter  companies  actually  own 
their  aircraft.  Most  of  these  aircraft  belong 
to  corporations  that  outsource  the  aircraft 
management  function,  including  opera- 
tions, crewing,  training  and  maintenance, 
to  firms  like  EJM.  The  professional  man- 
agement firm  then  operates  the  aircraft  for 
charter  on  the  owner's  behalf  when  it's  not 
in  use.  This  is  the  case  with  some  90  of  the 
100  aircraft  that  EJM  manages  at  more 
than  50  locations  across  the  country. 

Although  there  is  no  government- 
mandated  security  protocol  for  business 
aviation,  Pod  points  out  that  his  flight 
operations  and  others  like  it  are  inherent- 
ly more  secure  than  an  airline's.  "No  one 
steps  aboard  one  of  our  airplanes  whom 
we  don  t  know  or  who  hasn't  had  a  back- 


ground check,"  says  Pod,  emphasizing  that 
flight  manifests  are  carefully  verified 
against  IDs  prior  to  any  departure. 

Unlike  an  airline  that  operates  in  a 
public  environment,  security  is  natural  to 
business  aviation,  says  consultant  Jack 
Olcott.  You  know  who's  aboard,  what's 
aboard,  who's  flying  the  plane,  how  they 
were  trained  and  how  the  aircraft  was 
maintained,  he  points  out. 

SHUTTLES  — 

THE  IN-HOUSE  AIRLINE 

You  can't  easily  compare  the  cost  of  char- 
ter to  an  airfare,  says  Olcott,  because  the 
vital  factor  left  out  of  the  equation  is  the 
value  of  time.  When  you  put  a  price  tag  on 
productivity  lost  sitting  around  airline  ter- 
minals and  opportunity  lost  waiting  for  the 
next  day's  departure,  one  quickly  realizes 
that  historical  travel  cost  calculations  are 


tions  while  saving  millions  of  doll 
annually.  EJM,  for  example,  operates  si 
a  service  for  a  U.S.  manufacturing  co 
pany,  moving  more  than  16,000  pass< 
gers  per  month.  If  one  calculates  that  ej 
round-trip  saves  an  additional  two  days 
commercial  traveling,  the  time  savings 
overwhelming  and  the  basic  travel  co 
are  competitive  with  commercial  airfat 
Pod  suggests  that  companies  need  to  ca> 
fully  analyze  employee  travel  patterns  r 
only  in  terms  of  travel  expense  but  a. 
lost  time  and  productivity. 

CARD  PROGRAMS  — 
A  NEW  DEAL  FOR 
BUSINESS  TRAVELERS 

One  of  the  hottest  ideas  in  busin< 
travel  is  the  card  program  —  a  hybi 
combining  the  advantages  of  charter  wi 
those  of  fractional  ownership.  While  fn 
tional  ownership  requires  u 
front  capital  and  typically  a  5 
hour  annual  commitment,  ma. 
potential  customers  have  less 
requirements.  Charter  eliminat 
the  capital  investment  and  mir 
mum-hour  requirement,  but 
you  plan  on  traveling  one  way, 
can  be  costly.  That's  based  on  t: 
need  to  return  the  aircraft  to  i 
base.  As  a  result,  the  custom 
ends  up  paying  the  return-tr 
cost  whether  it's  needed  or  not. 


"I  DON'T  THINK  WE'D  HAVE  720  RESTAURANTS  TODAY 
IF  WE  HADN'T  GOTTEN  INTO  BUSINESS  AVIATION.  IT 
ALLOWED  US  TO  GET  TO  PLACES  IN  A  TIME  FRAME  WE 
NORMALLY  WOULDN'T  HAVE  BEEN  ABLE  TO." 

Robert  Basham,  Chief  Operating  Officer,  Outback  Steakhouse 


distorted.  However,  when  a  large  number 
of  people  regularly  travel  between  compa- 
ny facilities  not  well  served  by  commercial 
services,  that  timesaving  value  becomes 
increasingly  apparent.  That  is  why  many 
companies  have  been  looking  to  shuttles 

—  essentially  an  internal  company  airline 

—  to  save  employee  time,  recoup  lost  pro- 
ductivity and  cut  travel  costs  including  air- 
fares and  overnight  expenses. 

Many  companies  are  employing  region- 
al airliners  for  this  purpose  to  move  from 
16  to  30  or  more  people  between  loca- 


Enter  the  Private  Jet  Membership  Cai 
pioneered  by  Massachusetts-based  Sentiei 
Jet  in  1999.  "What  the  card  program  do 
is  hand  leverage  back  to  the  consumer,"  sa; 
Sentient  CEO  Mark  Stone.  For  a  risk-fre 
fully  refundable  prepayment  on  trave 
members  can  call  for  a  small-cabin,  mediui 
or  large  jet  with  a  few  hours'  notice  an) 
where  in  the  nation  and  at  any  time.  Flex 
bility  is  inherent  because  members  choos 
the  category  of  aircraft  that  best  suits  the 
requirements  for  each  flight.  Quality  an 
safety  are  assured  because  all  aircraft  in  th 


N  EXTRAORDINARY  MERGER  OF  BRAINS  AND  BRAWN. 
THE  NEW  FALCON  900EX  "EASv." 


\ake  the  technology  that  lets  a 
J  fighter  pilot  think  and  act  like 
'lightning  at  Mach  2. 
t  it  at  the  fingertips  of  an  experienced 
'  business  jet  pM  and  what  do  you  have? 
tone  of 'the  advantages  oj 'the  900EX.  Its 
fly  hi  deck  is  a  breakUirough  Never  before 
ve/pibt  andplane  worked  together  so  seamlessly. 
Never  before  has  information  been  so  clearly 


displayed  and  easily  used  for  safety  and  efficiency 
—freeing  pilots  to  do  what  they  do  best.  Which  is  to 
fly  you  where  and  when  you  need  to  go. 

Into  and  out  of  even  difficult  airports.  And  off  to 
destinations  4,500  miles  away. 

All  in  the  hushed  comfort  that  is  the  trademark  of 
the  widebody  Falcon  900EX—  the  smartest  business 
jet  in  the  sky.  And  surely  one  of  the  smartest  business 
decisions  you  can  make,  wwwfakoryet.com 


"  From,  the  family 
s  jets  in  the  -world. 
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program  are  operated  by  a  highly  select 
group  of  the  nation's  top  charter  operators 
and  carefully  evaluated  and  independently 
audited  by  the  nation's  most  respected  safety 
auditing  firms. 

Unlike  traditional  charter,  card  members 
pay  set  rates,  which  are  typically  less  than 
retail  charter,  and  only  for  occupied  hours; 
there  are  no  positioning  or  empty-leg  fees. 
This  makes  one-way  travel  practical, 
although  Sentient's  one-way  hourly  rate  is 
slightly  higher. 

Since  there  is  no  capital  investment, 
investment  risk,  management  fee  or 
annual  usage  requirement,  the  Sentient 
program  offers  business  aircraft  ownership 
advantages  without  any  of  the  obligations. 
Stone  also  sees  his  program  as  an  afford- 
able ownership  supplement  for  companies 
with  their  own  aircraft  that  need  addi- 
tional capability  at  peak  periods  and  for 
fractional  owners  who  risk  exceed- 
ing their  annual  hour  allocation  or 
just  need  additional  flexibility. 

Although  the  idea  is  only  a  few 
years  old,  card  programs  are 
already  seeing  a  fascinating  evolu- 
tion. Marquis  Jet  Partners  broke 
new  ground  two  years  ago  by 
combining  card  program  benefits 
with  the  consistency,  service  and 
advantages  of  Netjets'  fractional 
ownership.  Marquis  Jet  President 
William  J.  Allard  points  out  that 
card  members  eliminate  the  capi- 
tal investment  and  long-term  commit- 
ment and,  instead,  buy  time  in  25-hour 
increments.  They  gain  access  to  nine  dif- 
ferent Netjets  aircraft  types  in  the  U.S., 
plus  four  in  the  Netjets  Europe  fleet.  His 
members  have  the  same  Netjets-guaran- 
teed  aircraft  availability,  anytime,  any- 
where in  the  nation  as  owners,  in  addition 
to  the  freedom  to  exchange  larger  or  small- 
er aircraft  in  North  America  and  Europe 
—  all  for  a  simple,  onetime  payment. 

Allard  sees  future  growth  driven  by  small 
to  medium-size  companies  such  as  law 
firms,  corporate  consulting  firms  or  busi- 
nesses with  multiple  locations  or  facilities. 
The  program  is  equally  ideal  for  corpora- 
tions that  need  to  augment  their  own  air- 
craft capability  or  when  aircraft  are  down 
for  maintenance. 

Expect  more  action  at  the  card  table  as 
several  fractional  ownership  and  charter 


companies  announce  plans  to  introduce 
card  programs  of  their  own. 


Flight  Log 

Reading  Bakery  Systems 
Putting  a  Twist  in  the 
Pretzel  Business 


Legend  has  it  that  pretzels  were  invented 
by  an  Italian  monk  in  the  6th  century.  For 
the  next  1,500  years,  they  were  made  by 
hand  until  a  business  jet  put  a  modern  twist 
in  this  tale  and  helped  to  accelerate  a  small 
Reading,  Pa.-based  company  into  the  snack 
food  big  leagues. 

It  was  Terry  Groff's  father  who  revolu- 
tionized the  centuries-old  pretzel  tradition 
of  hand-twisting  the  dough  when  he  built  a 
machine  that  could  do  the  work  automati- 
cally. What  he  couldn't  solve  was  the  prob- 
lem of  time,  so  when  Terry,  now  president, 
joined  the  business,  which  boasted  a  staff  of 


in 


tool  that  expands  his  ability  to  do  mo 
with  less.  "We  ended  up  covering  a  mark 
from  Canada  to  Mexico  and  everywhe 
in-between,  so  the  airplane  became  a 
absolute  necessity,"  says  GrofT.  "It  is  not 
option  for  us." 

He  adds,  "Everyone  works  really  hai 
today  doing  two  or  three  people's  jobs,  i 
finding  a  way  to  multiply  your  hours  is  real 
critical.  That's  what  the  company  airplar 
means  to  us."  Groff,  technicians  and  spa: 
parts  can  be  in  the  air  within  30  minutes  an 
be  at  a  customer  site  in  an  hour  or  twi 
"What  other  supplier  can  do  that?"  he  ask 
Groff  emphasizes  that  the  business  aircra 
proves  essential  in  developing  importar 
business.  "How  can  you  say  to  a  top  exect 
tive  of  a  major  corporation,  'Would  yo 
mind  giving  up  two  or  three  days  of  you 
time  to  come  and  visit  us  in  Reading  and  st 
our  new  line?'  ?"  Instead,  Groff  picks  hit 
up,  brings  him  to  the  plant  and  h; 
him  home  that  evening. 

In  addition,  Groff's  employee 
are  happier  because  they  can  b 
more  productive  rather  than  wast 
ing  hours  to  catch  a  flight.  Gro 
recently  sent  his  company  viq 
president  to  Austin,  Tex.,  on  Tuej 
day,  Ames,  Iowa,  on  Wednesday 
Pulaski,  Tenn.,  on  Thursday  and  h 
was  home  each  night.  "You  coulc 
n't  do  that  in  a  week  [commercial 
ly],"  says  GrofT. 


"EVERYONE  WORKS  REALLY  HARD  TODAY  DOING 
TWO  OR  THREE  PEOPLE'S  JOBS,  SO  FINDING  A  WAY  TO 
MULTIPLY  YOUR  HOURS  IS  REALLY  CRITICAL.  THAT'S 
WHAT  THE  COMPANY  AIRPLANE  MEANS  TO  US." 

Terry  GrofT,  President,  Reading  Bakery  Systems 


six,  he  quickly  found  out  that  there  weren't 
enough  hours  in  the  day  to  handle  admin- 
istration, sales,  engineering  and  design, 
among  other  responsibilities.  He  needed  to 
manufacture  time,  and  learned  that  a  busi- 
ness aircraft  could  do  that.  "When  I  even- 
tually bought  one,  my  accountant  shud- 
dered," Groff  recalls.  By  the  following  year, 
sales  had  doubled  and  Groff's  accountant 
asked,  "Why  don't  you  buy  another?" 

A  succession  of  Cessna  aircraft  led  to  the 
current  Citation  CJ2.  The  company  jet, 
Groff  underscores,  is  a  critical  business 


Last  year,  the  company  topped  $22  mi 
lion  in  sales.  "Suddenly  we're  at  the  cente 
of  the  snack  market,"  comments  GrofT,  wh» 
calculates  that  85%  of  all  pretzels  produced 
in  the  U.S.  and  65%  worldwide  are  mad 
on  his  machinery.  Where  would  the  com 
pany  be  without  a  business  aircraft?  "I'll  be 
we  would  still  be  six  people,"  he  says. 

FRACTIONAL  OWNERSHIP 

In  1986,  Richard  Santulli  launched 
revolution  when  he  designed  the  Netjei 
fractional  ownership  program  by  deliver 


$4,600  a  month  for  a  Learjet  45 


JET 
RICH 

QUICK 


— i 


INTRODUCING  A  REVOLUTION  IN  FRACTIONAL  JET  OWNERSHIP. 
For  as  little  as  $4,600  per  month?  you  will  enjoy  all  the  luxury  and  convenience 
of  Bombardier  Flexjer  ownership.  Because  now,  in  addition  to  being  a  world- 
leading  manufacturer  of  Regional  and  Business  aircraft,  Bombardier  Aerospace 
is  offering  this  revolutionary  financing  program  through  Flexjet  —  known  for 
high  standards  in  service,  safety  and  pilot  training.  This  Jet  Rich  Quick  program 
is  also  available  on  our  Learjet*  60  and  Challenger*  604  aircraft.  Call  now  and 
take  advantage  of  this  offer  and  the  many  benefits  of  becoming  a  Flexjet  owner. 

1-800-FLEXJET  www.flexjet.com 


BOMBARDIER 


Experience  the  Extraordinary 


*Plus  monthly  management  fee  of  $6,485,  hourly  rate  of  $1,760  and  fuel  component  adjustment.  Conditions  apply,  subject  to  availability. 
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ing  all  of  the  timesaving  and  productivi- 
ty advantages  of  a  business  aircraft  at  a 
fraction  of  the  cost.  This  new  idea 
exposed  business  aviation  advantages  to 
thousands  of  companies  and  individuals 
that  never  dreamed  it  possible.  While 
eliminating  the  operational  obligations, 
fractional  ownership  provides  the  tax 
benefits  of  ownership  (including  the  cur- 
rent 50%  bonus  depreciation  allowance) 
with  all  of  the  advantages  of  an  entire  air- 
craft plus  a  great  deal  more.  This  fasci- 
nating idea  puts  fast,  efficient,  flexible 
travel  a  mere  phone  call  away. 

Netjets,  now  a  Berkshire  Hathaway 
company,  and  three  other  providers 
including  Flight  Options  (Raytheon), 
Flexjet  (Bombardier)  and  Citation 
Shares  (Cessna  and  Tag  Aviation),  oper- 
ate the  major  programs.  Although  Net- 
Jets  formulated  the  original  fractional 
ownership  model,  nuances, 
enhancements  and  varied  aircraft 
choices  make  each  program 
unique.  In  addition,  dozens  of 
smaller  providers  across  the 
nation  offer  regional  programs, 
such  as  New  Jersey-based  Avant 
Air,  which  specializes  in  the  twin 
turboprop,  Piaggio  Avanti,  and 
New  Hampshire-based  Plane- 
Sense,  which  focuses  on  the  Pila- 
tus  single-engine  turboprop. 
Today,  more  than  5,000  compa- 
nies and  individuals  are  taking 
advantage  of  fractional  ownership. 

NetJets 

Netjets  offers  15  aircraft  in  all,  ranging 
from  the  light-cabin  Cessna  Citation  V 
Ultra,  the  Excel  and  Raytheon  Hawker 
400  through  the  midsize  Hawker  800  and 
Citation  X  to  the  large-cabin  Gulfstreams, 
Falcons  and  ultra-iong-range  Boeing 
Business  Jet.  In  addition,  the  globe-span- 
ning Gulfstrcam  550  was  recently  added 
to  the  fleet,  which  can  bound  between 
New  York  and  Bombay  in  a  single  nonstop 
hop.  Netjets  also  offers  two  international 
fractional  ownership  programs  in  Europe 
and  the  Middle  East.  U.S.  owners  who  fly 
internationally  aboard  the  long-range  fleet 
or  on  commercial  flights  can  take  advan- 
tage of  their  Netjets  share  while  abroad 
through  interchange  agreements.  Similar- 
ly, international  owners  can  gain  the  full 


benefits  of  their  Netjets  share  in  the  U.S. 

Security  and  safety  are  paramount  in 
todays  global  travel  environment,  and  that 
is  reflected  in  the  Netjets  program.  "For 
the  past  eight  years  we  have  been  provid- 
ing Netjets  with  security  assessments  and 
coverage  for  all  international  operations," 
says  Issy  Boim,  founder  of  Air  Security 
International,  one  of  the  nation's  foremost 
security  analysis  firms,  "and  every  Netjets 
flight  going  anywhere  in  the  world  is  con- 
stantly monitored."  Boim's  firm  makes  risk 
assessments  based  on  the  destination, 
"taking  any  necessary  precautions  to 
reduce  the  security  risk  to  a  minimum,"  he 
emphasizes.  "In  addition  to  the  security 
coverage,  we  equip  each  crew  with  the 
communications  tools  necessary  to  coor- 
dinate with  our  headquarters  at  any  time." 
Air  Security  also  arranges  secure  ground 
transportation  for  owners  and  crew  where 


necessary  based  on  the  threat  levels  and 
the  location. 

Health  care  is  another  essential  concern 
for  globe-trotting  executives  who  need  to 
be  at  the  peak  of  their  game,  points  out 
Dr.  David  W.  Claypool,  Mayo  Clinic 
medical  director  for  Netjets  owners' 
health  care  program.  In  an  exclusive 
arrangement  with  Mayo  Clinic,  Netjets 
crews  are  extensively  trained  for  in-flight 
medical  emergencies,  and  every  aircraft 
carries  necessary  medical  emergency 
equipment  including  automatic  defibril- 
lators. Should  an  incident  occur,  crews 
can  be  in  constant  contact  with  a  highly 
skilled,  dedicated  Mayo  emergency  room 
physician  anytime  around  the  world  who 
can  assess  symptoms  and  prescribe  appro- 
priate actions.  In  addition,  all  owners  are 
enrolled  in  Ask  Mayo,  a  program  that 
provides  personal  health  care  counseling 


and  advice  at  home  or  away,  worldwicl 
These  medical  professionals  offer  self-ca 
recommendations  or  direct  the  Netje 
owner  to  the  best  and  nearest  medic 
facility  while  simultaneously  briefir, 
awaiting  doctors.  Owners  can  also  sul 
scribe  independently  to  Mayo  Clinicl 
Executive  Health  Program  for  regull 
health  assessments. 

Flight  Options 

Flight  Options  brought  a  new  twist  i 
fractional  ownership  by  introducing  pn 
owned  late-model,  fully  refurbished  an 
updated  aircraft.  As  such,  owners  cou| 
take  advantage  of  lower  acquisition  cosi 
and  obtain  the  same  safety,  comfort  an 
service  levels  associated  with  competitiv 
new-aircraft  programs.  After  merging  wit 
Raytheon's  fractional  ownership  program) 
Flight  Options  introduced  a  two-tierq 
plan,  including  new  aircraft  ii 
addition  to  preowned  model 
Currently,  the  company  is  th] 
largest  operator  of  Raytheon  Kir( 
Air,  Hawker  400  and  800  ai| 
planes,  and  it  offers  Bombardie 
Dassault  Falcon  Jet  and  Gull 
stream  aircraft. 

Flight  Options  CEO  Johji 
Nahill  sees  the  new-aircraft  pro 
gram  expanding  further.  Thj 
company  recently  added  thi 
Embraer  Legacy,  which  offers  aiil 
liner  reliability  and  an  extremel) 
large  cabin,  all  at  the  price  of  a  midsize  je 
"The  Legacy  seats  13  arranged  in  thre 
salons,"  says  Nahill,  creating  distinct  envi 
ronments  for  staff  meetings,  board  meed 
ings  and  private  executive  discussions. 

Adding  flexibility  to  its  program,  Flighj 
Options  offers  the  Active  25  plan  that) 
much  like  a  travel  card  program,  allow 
owners  to  purchase  additional  flight  timi 
in  25-hour  increments.  The  company  alsi) 
offers  a  75/25  combo  pricing  plan  where) 
by  owners  can  purchase  25  hours  in  one 
size. aircraft  and  75  hours  in  another] 
Nahill  anticipates  that  the  combo  plaii 
will  eventually  extend  to  the  Legacy.  Ill 
addition,  Flight  Options  plans  on  intro 
ducing  a  25-hour  travel  card  program  fo 
nonowners.  Nahill  believes  this  will  b 
attractive  to  companies  with  their  o~ 
aircraft  that  occasionally  need  addition 
capacity  in  either  larger  or  smaller  jets. 


ach  .92:  The  speed  of  a  sound  investment. 


In  the  2004  Citation  X,  you'll  still  close  in  on  opportunity  at  very  nearly  the  speed  of  sound.  But  now  you'll 
fo  it  in  the  comfort  and  style  of  an  all-new  interior.  And  with  the  added  awareness  of  the  optional  new 
je-in-the-dark  EVS  system.  Because  the  X  covers  up  to  six  time  zones  in  less  time,  and  on  less  fuel, 
lan  any  other  business  jet,  it  pays  handsome  dividends  daily.  Put  more  hours  in  your  day  planner, 
lore  money  in  your  ledger  and  a  permanent  smile  on  your  face.  Call  1-800-4-CESSNA. 

I'utside  the  U.S.,  call  316-517-6056.  Or  visit  CitationX.Cessna.com/speed34.  s  11  r  e  T  h  ' 11  8  " 


Cessna 

A  Textron  Company 
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Bombardier  Flexjet 

Flexjet  differs  from  the  other  programs 
by  exclusively  offering  Bombardier- 
manufactured  aircraft,  including  Learjets 
and  Challengers,  maintained  entirely  by 
factory-authorized  service  facilities.  The 
new  entry-level  Learjet  40  has  joined  the 
fleet,  as  well  as  the  wide-body,  super- 
midsize  Challenger  300.  Flexjet  Vice 
President  of  Sales  Robert  Knebel  points 
out  that  the  original  fractional  ownership 
model  has  evolved  to  address  varying 
owner  needs.  Flexjet,  for  example,  offers 
a  couple  of  unique  add-ons  such  as  Any 
Time  Options  that  allow  owners  to  pur- 
chase additional  guaranteed  upgrades  and 
downgrades,  multiple  aircraft-use  options 
and  short-route  waivers,  which  avert  the 
minimum  one-hour  flight  charge  on  trips 
under  500  miles.  Another  program, 
Versatility  Plus,  allows  owners  to  adjust 
to  changing  needs  by  buying  or 
selling  up  to  25%  of  their  allo- 
cated hours  annually.  In  addi- 
tion, Flexjet  will  now  extend 
existing  contracts  beyond  five 
years  rather  than  requiring  an 
outright  sale,  which,  in  the  past, 
created  investment  risk  as  market 
values  fluctuated. 

Flexjet  Europe  and  Flexjet  Asia 
are  variants  of  the  fractional  own- 
ership models  that  operate  as  pre- 
mium jet  membership  charter 
programs  but  use  Bombardier  air- 
craft exclusively.  The  international  pro- 
grams combine  charter  with  fractional 
ownership  benefits,  including  one-way, 
occupied-hour  pricing  and  predictable 
hourly  rates. 

Skyjet,  a  Flexjet  sister  company,  offers  a 
similar  membership  card  program  in  the 
U.S.,  as  well  as  traditional  charter  arranged 
through  highest-quality  charter  operators. 
And  in  yet  another  jet  card  variation, 
Cincinnati-based  Delta  Air  Elite,  in  coor- 
dination with  Flexjet,  offers  25  flight-hour 
programs  exclusively  in  Flexjet  aircraft. 

FULL  OWNERSHIP 

Full  ownership  remains  the  preferred 
arrangement  for  many  companies  that  use 
business  aircraft,  whether  it's  a  single 
plane  or  a  fleet.  With  low  interest  rates 
and  the  current  50%  first-year  bonus 
depreciation  allowance  on  new  purchases, 


outright  ownership  is  extremely  attractive. 
Although  tax  and  financing  options  are 
more  appealing  than  ever,  aviation  con- 
sultant Mike  McMillan  underscores  that 
the  key  factor  to  consider  is  time  savings. 
It  is  essential  to  include  increased  pro- 
ductivity in  the  acquisition  analysis,  he 
emphasizes,  because  it  is  very  quantifiable. 

A  cadre  of  business  aviation  consultants 
and  brokers  is  available  to  help  prospective 
buyers  determine  what  type  of  ownership 
and  aircraft  makes  the  most  sense.  The 
amount  of  flight  time  needed  on  an 
annual  basis  has  traditionally  been  the 
gauge  to  determine  if  a  fractional  arrange- 
ment makes  sense  over  full  ownership.  If 
you're  flying  more  than  300  hours  per 
year,  many  say  it's  time  to  buy  outright, 
but  thanks  to  the  ability  to  offer  the  air- 
craft for  charter  when  it's  not  needed, 
owners  can  offset  many  of  the  fixed  own- 


customized  from  interior  appointments  t 
the  latest-technology  cockpit  avionics  t 
the  engines  powering  them.  The  resu 
is  an  aircraft  that  performs  as  well  '< 
a  brand-new  one,  but  at  a  fraction  c  " 
the  cost. 

CRST,  a  Cedar  Rapids,  Iowa-base 
freight  management  company,  too 
advantage  of  a  great  buy  on  a  preowne 
Dassault  Falcon  20  and  upgraded  it  wit 
new-generation,  fuel-efficient  engine: 
While  keeping  acquisition  costs  an 
operating  expenses  down,  the  ne\ 
engines  increased  the  aircraft's  range  fror 
about  1,500  miles  to  2,500  miles 
extending  the  company's  ability  to  fl 
nonstop  coast-to-coast. 

Right  now,  it's  a  buyer's  market,  declare 
Dickinson.  Preowned  aircraft  prices  h 
rock-bottom  last  year  and  only  now  ar 
beginning  to  move  higher.  "These  aircral 
represent  real  value,"  he  says.  An< 
he  urges  prospective  buyers  t< 
work  with  a  reputable  broker  tj 
better  analyze  needs,  make  rh 
right  choices  and  locate  the  mos 
suitable  aircraft. 

Dickinson  thinks  that  fraction 
al  ownership  is  typically  attractivl 
to  a  first-time  buyer  because  cost) 
are  highly  predictable  and  opera) 
tional  concerns  are  eliminated,  bu 
if  one  needs  more  than  150  hour 
annually,  then  buying  outrigh 


"HOW  VALUABLE  IS  BUSINESS  GAINED,  OR  WHAT'S 

THE  IMPACT  OF  BUSINESS  LOST?  IT'S  NOT  MERELY 

A  QUESTION  OF  COST.  IT'S  A  MATTER  OF  VALUE  AND 

A  MATTER  OF  TIME." 

Jack  Olcott,  President,  General  Aero  Company 


ership  costs  with  charter  revenues,  which 
makes  outright  ownership  more  practical 
at  considerably  lower  utilization  levels, 
points  out  McMillan. 

PREOWNED  AIRCRAFT  — 
VALUE  AND  OPPORTUNITY 

Large  numbers  of  attractively  priced  air- 
craft on  the  resale  market  also  make  full 
ownership  more  attractive  by  reducing  the 
cost  of  entry,  emphasizes  Dan  Dickinson, 
vice  chairman  of  the  National  Aircraft 
Resellers  Association  (NARA).  Older 
aircraft  can  be  completely  refurbished  and 


and  employing  a  management  compan 
can  result  in  lower  costs  while  achieving 
the  same  level  of  convenience. 

OUTSOURCING  OWNERSHIP 
OBLIGATIONS 

Outright  ownership  requires  an  infrai 
structure  to  look  after  the  care  and  operation 
of  the  aircraft,  including  crews,  training 
maintenance  staff  and  hangarage.  Althoug 
thousands  of  companies  do  this  in-house 
others  outsource  these  functions  to  pro 
fessional  aircraft  management  companie 
that  take  care  of  everything.  All  that 
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OUR  JETS: 

Average  4  years  old. 


ecessary  is  to  pick  up  the  phone  and  call 
ir  the  airplane  when  it's  needed,  points 
ut  Al  Pod  of  Executive  Jet  Management. 
Management  companies  provide  many 
ther  benefits.  Larger  management  com- 
anies  wield  buying  power  through 
olume  purchases  of  fuel,  insurance,  crew 
aining,  maintenance  and  other  needs, 
hese  savings  are  typically  passed  on  to 
le  owner,  reducing  the  cost  of  operation 
ignificantly  over  an  in-house  arrange- 
lent.  Management  companies  can  also 
harter  the  aircraft  to  generate  income, 
/hich  as  previously  noted,  further  offsets 
.xed  costs.  This  often  makes  ownership 
ractical  for  companies  anticipating  limit- 
d  utilization. 

OOK  TO  THE  FUTURE 

The  most  exciting  and  anticipated 
evelopment  on  the  near  horizon  is  the 
ery  Light  Jet,  or  VLJ,  a  new  class  of 
mall,  low-cost  aircraft  designed  to  carry 
pur  to  six  occupants,  with  projected  prices 
tarting  at  around  $1  million.  "I'm  con- 
inced  that  we  are  only  scratching  the  sur- 
ace  concerning  the  number  of  companies 
iat  can  take  advantage  of  business  air- 
raft,  and  these  VLJs  will  no  doubt  bring 
ven  more  companies  into  the  business 
ircraft  arena,"  forecasts  Jack  Olcott,  pres- 
ient  of  General  Aero  Company,  an  avia- 
ion  consulting  group. 

Some  expect  VLJs  will  be  used  as  "sky 
axis,"  bringing  low-cost,  point-to-point 
ervice  to  locations  currently  underserved 
y  airlines.  "I  see  a  huge  market  in  corpo- 
ate  applications,"  says  Vern  Raburn, 
ZEO  of  Eclipse  Aviation,  the  organization 
hat  launched  the  VLJ  concept.  "We  think 
.  company  that  may  only  have  $10  mil- 
ion  a  year  in  revenues  that's  traveling  an 
,wful  lot  could  very  well  be  a  candidate 
or  aircraft  ownership."  Raburn  calculates 
bout  125,000  U.S.  companies  fit  that 
riteria,  in  addition  to  those  already  oper- 
ting  business  aircraft,  and  will  be  avid 
•.ustomers.  With  VLJs  added  to  an  exist- 
ng  flight  operation,  "businesses  are  going 
o  expand  their  availability  into  a  lower 
evel  of  the  corporation,"  says  Raburn, 
eferring  to  middle  management  ranks 
uch  as  marketing  directors,  program 
nanagers,  product  developers  and  service 
echnicians. 
At  least  seven  other  companies  are  also 


developing  VLJs,  including  Safire,  Adam 
Aircraft,  Diamond,  Avocet,  Honda  and 
Cessna.  If  Eclipse's  market  studies  are  cor- 
rect, there  will  be  plenty  of  business  for  all 
of  them. 

SEIZING  THE  MOMENT 

Now  more  than  ever,  business  aircraft 
benefits  are  more  easily  and  economically 
accessible  through  charter,  card  programs 
and  evolving  fractional  ownership  plans, 
comments  consultant  Mike  McMillan.  In 
addition,  extremely  attractive  pricing  on 
the  preowned  market  combined  with  the 
latest  cabin  communications  and  flight 
safety  enhancements,  which  are  standard 
on  new  models  and  can  be  retrofitted  to 
older  ones.  This  means  that  business  air- 
craft offer  levels  of  capability,  reliability 
and  maintainability  that  rival  the  most 
sophisticated  airliners,  remarks  aviation 
consultant  Jack  Olcott. 

These  advances  include  enhanced  vision 
systems  that  create  virtual  images  of  air- 
ports at  night  and  in  poor  weather,  preci- 
sion satellite  navigation  systems  that  allow 
thousands  of  additional  airports  to  have 
all-weather  approaches,  and  traffic-  and 
terrain-avoidance  systems  that  further 
enhance  safety.  In  the  cabin,  Internet 
access,  e-mail  and  live  TV  is  a  reality,  and 
satellite  phones  and  faxes  offer  uncom- 
promised  connectivity  over  land  and  sea 
around  the  world. 

In  a  competitive  global  market,  business 
leaders  must  ask  themselves  some  tough 
questions,  stresses  Olcott.  "How  valuable 
is  management  and  employee  time?  What 
value  do  you  place  on  tens  of  thousands  of 
productive  hours  saved?  What's  the  value 
in  retaining  the  best  people?  How  valuable 
is  business  gained,  or  what's  the  impact  of 
business  lost?"  The  answers  help  measure 
business  aircraft  benefits  from  a  fresh  per- 
spective. "It's  not  merely  a  question  of 
cost,"  says  Olcott.  "It's  a  matter  of  value 
and  a  matter  of  time." 
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OUR  MEMBERS: 

Save  524,894  flying  NY  to  LA 
on  a  Heavy  Jet  vs.  Marquis. 


Put  simply,  a  Sentient  Private  Jet 
Membership  is  the  smartest  way  to 
fly  privately.  Our  world-class  jets  are 
flown  fewer  hours,  and  meticulously 
inspected.  Our  membership  program 
offers  superior  service  with  ho  contracts 
or  commitments.  And  even  with  all 
those  advantages,  our  members  still 
pay  up  to  30%  less  than  Marquis 
members,  who  fly  the  Netjets  fleet. 

SENT  I  E  N  T  .  COM 
8  0 0-760 -49 1 2 


SENTIENTJET 

THE  SMARTEST  WAY  TO  FLY  PRIVATELY 


Average  jet  age  figure  applies  (o-  Preferred  Fleet.  Sentient  network 
jets  are  owned  by  high  net  worth  individuals  and  corporations, 
and  operated  by  the  most  highly  audited  Part  1 35  pperQtors 
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Dr.  Denise  Tonner  took  her 
Florida  diabetes  practice 
into  the  digital  age. 


Sawbone  Solutions,  Stat 

An  inefficient  health  care  industry  is  in  dire  need  of  a  high-tech  fix. 
WebMD,  a  survivor  of  the  dot-com  crash,  is  providing  thousands  of  doctors 
with  technology  that  can  save  lives— and  lots  of  cash. 


BY  ROB  WHERRY 

DR.  DENISE  TONNER  AND  HER 
two  partners  have  spent 
$250,000  making  their  Vero 
Beach,  Fla.  practice,  Diabetes  & 
Endocrine  Associates,  a  paper- 
less operation.  As  Tonner  moves  between 
six  exam  rooms,  she  pulls  up  medical  his- 
tories on  flat-screen  monitors.  After  a  pa- 
tient visit  or  a  consultation  with  another 
doctor,  she  updates  the  file  with  her  prog- 
nosis and  sends  an  electronic  prescription 
to  the  front  desk  (soon  that  order  will  go 
directly  to  the  pharmacy).  Every  afternoon 
her  office  manager  uses  software  to  sniff 
out  errors  in  up  to  1 20  claims.  They  are 
then  sent  to  a  hub  of  computer  servers  in 
Nashville  that  calculate  how  much  the  doc- 
tors should  be  paid.  The  claims  are  for- 


matted and  sent  off  to  Medicare  or  any  one 
of  1,200  insurers.  Four  seconds  later  the 
manager  gets  a  confirmation. 

Dr.  Tonner  says  the  technology  has 
saved  her  three  year-old  firm  $300,000  over 
the  last  18  months,  or  6%  of  revenue.  The 
company  she  bought  most  of  this  gear 
from  is — surprise — WebMD,  the  former 
dot-com  darling. 

In  the  late  1990s  WebMD  attracted  a 
mountain  of  hype  over  its  promise  to  use 
the  Internet  to  wring  errors  and  paperwork 
out  of  the  health  care  system.  When  the 
market  crashed,  so  did  the  hopes  and 
wacky  alliances  supporting  WebMD  and  its 
$100  share  price.  Its  chief  promoter, 
Netscape  cofounder  and  near-billionaire 
James  Clark,  has  since  sold  his  shares, 


which  now  trade  at  $9. 

But  the  company  Clark  left  behind  is 
far  from  dead.  Under  more  seasoned  man- 
agers with  a  saner  strategy,  WebMD  has 
repositioned  itself  as  the  firm  to  watch  as 
health  care  is  dragged,  kicking  and  scream- 
ing, into  the  digital  age.  The  bloat  and  in- 
efficiency have  only  gotten  worse.  Maxim 
Group  senior  analyst  Anthony  Vendetti  says 
more  than  $350  billion  a  year,  or  22%  of 
the  total  amount  spent  on  health  care,  is 
wasted  through  redundant  paperwork, 
billing  errors  and  duplicate  tasks.  "There 
are  hundreds  of  billions  of  types  of  trans- 
actions. If  you  convert  most  of  that  [from 
paper] ,  you  can  take  billions  of  dollars  of 
cost  out  of  the  system,"  says  Roger  Hol- 
stein,  WebMD's  chief  executive. 
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There's  not  much  we  can 
do  about  our  dependence 
on  foreign  oil.  We  only 
have  so  many  reserves." 

▲  Laron  Johnson  and  Rima  Koka/Medical  Professionals 


Though  we  do  have  some  options.  As  we  continue  to  invest  in 
alternative  energy  sources  like  solar,  the  immediate  need  for 
oil  and  gas  still  remains.  Over  a  ten-year  period,  we're  investing 
$15  billion  in  the  Gulf  of  Mexico  to  find  and  produce  new 
energy  supplies. Today,  over  60%  of  the  oil  we  use  to  make 
fuels  in  the  U.S.  comes  from  North  America. 

It's  a  start. 
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WebMD's  Martin  Wygod  and  Roger  Holstein 
have  restored  vigor  to  a  fallen  dot-com. 

WebMD  processes  more  than  2.5  bil- 
lion medical  transactions  per  year,  includ- 
ing claims,  doctor  referrals  and  insurance 
eligibility  checks,  taking  as  much  as  25  cents 
each  time.  About  185,000  physicians,  or 
one- fifth  of  U.S.  doctors,  use  the  company's 
software  to  help  manage  their  practices. 
Each  month  2 1  million  consumers  visit  its 
eponymous  portal,  and  2  million  health 
care  professionals  take  in  its  sister  site  Med- 
scape.  Last  year  WebMD  earned  $16.6  mil- 
lion from  continuing  operations  on  $964 
million  revenue,  its  first  full  year  of  profits. 
Sales  should  rise  20%  this  year. 

WebMD's  makeover  is  still  incomplete. 
It's  shaking  off  a  federal  investigation  al- 
leging overstatement  of  revenues  back  in 
1999.  Half  of  its  sales  today  come  from  pro- 
cessing medical  transactions,  a  business  fac- 
ing possible  commodity  pricing  under  new 
standards  set  by  the  federal  Health  Insur- 
ance Portability  and  Accountability  Act. 

On  the  case:  Chairman  Martin  Wygod 
and  Chief  Executive  Holstein.  Wygod,  64, 
knows  the  health  care  industry  cold  and  is 
one  of  its  sharpest  dealmakers.  In  the  early 
1980s  he  paid  $30  million  for  what  became 
Medco  Containment  Services,  turned  it 
into  the  largest  pharmacy-benefit  manage- 
ment firm  and  sold  it  to  Merck  in  1993  for 
$6.6  billion.  In  1999  he  bought  physician- 
practice  software  firm  Medical  Manager 
and  sold  it  to  WebMD  in  2000,  for  $2.2  bil- 
lion in  stock.  Wygod  now  owns  4%  of 
WebMD.  The  board  elevated  Holstein,  a  vet- 
eran of  MCI  and  Merck-Medco,  to  the  chief 
executive  job  last  year  after  Holstein  turned 
the  Web  site  into  a  $100  million  operation. 
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"They  wanted  to 
be  everything  to 
everybody.  They 
didn't  understand 
health  careJL 


WebMD  has  $700  million  in  cash  to 
strengthen  the  company's  three  businesses: 
claims  transactions,  practice-management 
software  and  the  WebMD  portal.  Most  ri- 
vals do  business  in  only  one,  but  WebMD 
promises  a  seamless  interaction  among 
what  Holstein  calls  the  three  Ps:  patients, 
providers  and  payers. 

Within  a  month  of  the  Medical  Man- 
ager merger  Wygod  began  nixing  a  dozen 
or  so  unprofitable  ideas,  including  an 
e-commerce  portal  for  stethoscopes  and 
such  and  a  cable  television  channel.  Jef- 
frey Arnold,  Wygod's  co-chief  executive 
at  the  time,  resigned.  "They  wanted  to  be 
everything  to  everybody,"  says  Wygod. 
"They  didn't  understand  health  care." 
The  real  money,  he  says,  is  in  easing  doc- 
tors' lives.  "You'll  have  to  make  [running 
a  practice]  as  easy  as  going  to  an  ATM  to 
check  your  balance." 

Its  latest  software,  introduced  early  in 
2003,  allows  patients  to  swipe  their  insur- 
ance cards  at  the  front  desk,  registering  in- 
stantly whether  they're  covered  for  what- 
ever they  want  done.  Once  a  doctors'  office 
overcomes  the  big  hurdle  of  digitizing  pa- 
tient records,  electronic  charts  can  pop  up 


on  a  screen  with  color-coded  messages, 
alerting  nurses,  for  example,  to  call  back  an 
elderly  patient  complaining  of  chest  pains. 
A  prescription-drug-writing  feature  allows 
the  doctor  to  click  through  thousands  of 
drug  profiles  and  study  side  effects.  This 
software  business  should  grow  18%  over 
the  next  year,  says  Vendetti. 

Wygod  inherited  from  Clark  a  great 
business  in  Envoy,  the  transaction- 
processing  arm  that  verifies  eligibility  and 
claims  status  and  determines  which  ser- 
vices are  covered  and  how  much  to  reim- 
burse. While  the  federal  medical  insurance 
law  will  standardize  the  business,  poten- 
tially forcing  down  fees,  plenty  of  smaller 
practices  will  migrate  from  paper  to  elec- 
tronic filing.  Envoy  is  doing  $500  million 
in  annual  revenue. 

Traffic  to  WebMD's  consumer  and  doc- 
tor Web  sites  will  be  driven  by  the  employ- 
ers' shifting  costs  and  responsibilities  to 
workers.  The  payrolls  of  large  corporations 
like  EMC,  Kraft  and  Florida  Power  &  Light 
use  WebMD's  site  to  compare  benefit  plans 
or  to  find  a  doctor  or  hospital  that's  part  of 
their  plan's  system.  The  Medscape  site  saw 
a  doubling  last  year  in  the  number  of  hours 
that  health  care  professionals  devoted  to 
online  classes  to  earn  licensing  credits. 

Last  year  the  two  Web  portals  brought 
in  $1 1 1  million  in  revenue  through  spon- 
sorships and  interactive  services  like  the 
WebMD  Health  Manager.  For  $30  a  year  a 
person  can  track  news  on  certain  diseases, 
comparison-shop  drug  prices,  design  a 
weight-loss  plan  or  find  out  what  diseases 
they  are  at  risk  for,  based  on  family  history. 
By  year-end  patients  will  be  able  to  sched- 
ule a  doctor's  appointment  and  get  a  re- 
fresher on  a  prognosis. 

WebMD's  position  as  a  middleman 
will  always  be  precarious.  WellPoint,  the 
nation's  largest  health  plan,  recently 
announced  a  program,  in  conjunction 
with  Microsoft  and  Dell,  that  will  give 
away  $40  million  worth  of  PCs  and  hand- 
helds-to  19,000  doctors  in  four  states.  Doc- 
tors can  zap  their  claims  directly  to  Well- 
Point servers.  If  programs  like  this  drop 
fee  rates  even  a  penny,  WebMD  could  lose 
as  much  as  $20  million  in  revenue,  wiping 
out  its  already  fragile  status  as  a  profitable 
company.  But  who  said  digitizing  medi- 
cine would  be  easy?  F 
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Want  to  buy  an  LCD  monitor? 
Make  sure  it  has  a  wiseview  TFTLCD  panel 


ien  you'  re  shopping  for  a  monitor,  a  lot  of  brand  names  come  to  mind.  But  before 
u  go  out  and  buy  one,  consider  this  -  a  monitor  is  essentially  a  display  panel, 
;t  like  your  television  or  cell  phone  screen.  And  the  most  advanced  display 
:hnology  on  the  market  is  TFTLCD.  So  the  first  thing  you  should  decide  is  which 
and  of  TFTLCD  to  ask  for.  And  the  most  advanced  TFTLCD  out  there  is  Wiseview" 

(iseview.  A  Wise  Choice. 

seview  is  a  trademark  owned  by  Samsung  Electronics  Co. Ltd.  www.samsungTFTLCD.com 


wise 
view 

SAMSUNG  TFT  LCD 


EVERY  DAY  NATURAL  GAS  FLARES  BLAZE  ACROSS  SWATHS  OF  AFRICA, 
Russia,  Asia  and  the  Middle  East,  burning  off  10  billion  cubic  feet  of  en- 
ergy— the  equivalent  of  1.7  million  barrels  of  oil.  There's  more  gas 
where  that  came  from.  Reserves  of  "stranded"  natural  gas — the  stuff 
that's  abandoned  because  there's  no  economical  way  to  transport  it — 
come  to  maybe  2,500  trillion  cubic  feet.  If  captured  and  converted,  the  gas 
would  make  (after  conversion  losses)  250  billion  barrels  of  synthetics,  from 
clean-burning  diesel  to  jet  fuel.  That's  like  finding  another  Saudi  Arabia. 

My  kingdom  for  a  synfuels  catalyst!  For  a  century  the  world  has  been 
looking  for  economical  ways  to  convert  undesirable  fossils  like  coal  and 
methane  into  desirable  ones  like  diesel.  Success  may  finally  be  at  hand. 

One  aspirant  to  this  royal  achievement  is  a  tiny  R&D  company  in  Tulsa, 
Okla.  called  Syntroleum  Corp.  In  20  years  of  struggling,  Syntroleum  hasn't 
made  a  dime  (last  year  it  lost  $34.6  million  on  revenues  of  $19.2  million). 
But  it  says  it  has  refined  a  gas-to-liquids  process  to  the  point  that  it's  now 
cheap  and  safe.  "Every  technology  has  its  day,"  says  company  founder  Kenneth 
Agee.  "But  there  was  no  reason  for  GTL  until  now." 

That's  not  quite  true.  During  World  War  II  Germany  had  a  desperate  need 
to  convert  coal  into  motor  fuels  and  used  the  very  chemical  process  at  the  heart 
of  the  Syntroleum  technology.  And  in  the  late  1970s  there  was  a  U.S.  government- 
funded  effort  to  make  synfuels,  an  effort  that  receded  when  oil  prices  declined. 
Now,  with  oil  approaching  $40  a  barrel  once  again,  synfuels  may  have  their  day. 

Absent  a  cost-effective  way  to  turn  natural  gas  into  oil,  the  gas  itself  has  to 
be  transported,  and  that  is  sometimes  very  hard  to  do.  Without  a  gas  pipeline 
at  hand,  the  gas  must  be  turned  into  a  liquid  for  shipping.  A  stampede  is  already 
on  to  build  a  global  liquefied  natural  gas  network,  with  45  proposed  receiving 
terminals  in  North  America,  from  Fall  River,  Mass.  to  Baja  California.  But  LNG 
gets  complicated.  Gas  gets  piped  to  mammoth  plants  in  places  like  Qatar  and 
superchilled  down  to  a  liquid  state.  From  there  it's  shipped  in  special  cryogenic 
tankers  to  fuel-strained  Japan  or  the  U.S.,  where  it  goes  through  a  regasification 
terminal.  By  comparison,  GTL,  if  it  could  be  made  to  work,  would  be  easy. 

One  way  to  turn  methane  (natural  gas'  main  ingredient)  into  liquid  fuel 
is  to  blend  it  with  pure  oxygen  under  heat  and  pressure  to  produce  synthesis 
gas,  a  mixture  of  carbon  monoxide  and  hydrogen.  With  help  from  a  catalyst, 
the  synthesis  gas  is  transformed  into  waxy  hydrocarbons,  which  in  turn  can 
be  cracked  into  smaller,  diesel-like  fuel  molecules.  This  can  all  take  place  out 
in  the  gas  field,  after  which  transportation  is  a  snap.  Unlike  diesel  derived 
from  crude  oil,  the  synthetic  version  doesn't  require  you  to  replace  or  up- 
grade an  engine  and  doesn't  emit  any  sulfur,  metals  or  many  particulates 
when  burned.  Even  the  California  Energy  Commission  loves  it.  Last  May  it  re- 
leased a  report  calling  synthetic  diesel  the  most  effective  alternative  fuel,  above 
biodiesel  and  all  fuel  cells. 

How  legit  is  the  technology?  In  the  last  18  months  ExxonMobil,  Royal 
Dutch/Shell,  ChevronTexaco  and  South  Africa-based  Sasol  have  proposed  an 
assortment  of  giant  gas-to-liquids  projects  in  Qatar,  involving  more  than 
$20  billion  in  investments.  (BP  has  experimented  with  the  stuff,  but  its  brass 
remain  unconvinced  that  GTL  can  actually  steal  a  sizable  chunk  of  the  diesel 
market  from  oil.)  Syntroleum's  variation  on  this  theme:  smaller,  more  flexi- 
ble GTL  plants  that  can  run  off  air  rather  than  pure  oxygen  and  that  can  work 
on  a  small  scale — on  a  barge  off  the  coast  of  Nigeria  or  on  an  icy  plain  in 
Russia's  Arctic  Circle  or  wherever  the  stranded  natural  gas  is. 

The  Qatar  projects  are  much  larger  than  what  Syntroleum  has  in  mind.  A  | 
$900  million  undertaking  by  Sasol,  for  example,  is  designed  eventually  to  > 
produce  34,000  barrels  a  day  of  synthetic  oil.  "The  project  is  financed  by  18  5 
banks,  not  1  or  2,"  says  Rajnish  Goswami,  an  analyst  at  energy  consultancy  ? 
Wood  Mackenzie  who  believes  in  GTL  but  wants  to  see  Syntroleum's  tech-  i 
nology  prove  itself.  % 
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Until  the  last  couple  of  years  GTL 
couldn't  compete  unless  per-barrel  oil 
prices  hit  $35.  Today  Syntroleum  and  the 
majors  claim  they  can  be  profitable  with 
$20  oil.  Syntroleum's  synthetic  diesel,  it 
declares,  will  cost  $13  per  barrel  from  a 
20,000-barrel-a-day  plant  in  a  remote 
location.  With  crude  selling  currently  at 
$37,  the  synthetic  diesel,  having  fewer  im- 
purities than  regular,  could  be  sold  for  a 
10%  premium,  or  about  $57.  That  leaves 
a  comfortable  margin  for  transportation 
fees,  a  return  to  the  owner  of  the  gas  and 
a  recovery  of  the  cost  of  the  GTL  plant. 

Higher  production  costs  held  back  GTL 
for  years.  The  conversion  process  was  in- 
vented back  in  1923  when  German  scien- 
tists Franz  Fischer  and  Hans  Tropsch  found 
a  way  to  convert  coal  into  liquid  fuels.  Coal- 
rich  South  Africa  took  up  GTL's  torch  in 
the  1950s,  in  a  move  toward  energy  self- 
sufficiency.  The  country  was  motivated  by 


the  oil  embargoes  slapped  Setting  the  world 

on  its  apartheid  govern-  on  fire-or  so  they 

.    ...  hope:  Syntroleum's 

ment.  Sasol  still  pumps  out  Jack  Ho|mes  and 

160,000  barrels  per  day  of  Kenneth  Agee. 

coal-produced  diesel  but 
also  has  experimented  with  a  natural-gas 
version  of  the  Fischer-Tropsch  process.  This 
is  what  it  will  install  in  Qatar. 

"The  time  is  ripe  for  natural  gas  to  go 
global,"  says  John  (Jack)  Holmes,  Syn- 
troleum's president.  As  if  to  underscore 
how  wonderfully  natural  his  solution  is  for 
energy  shortages,  the  chemical  engineer  has 
been  known  to  take  a  sample  and  swallow 
it.  It  looks  like  water,  smells  like  wax  and  is 
rather  like  the  mineral  oil  you  get  in  a  phar- 
macy. The  effect,  he  insists,  is  no  worse  than 
eating  a  few  prunes. 

Founder  Agee  first  read  about  the 
Fischer-Tropsch  method  in  1984.  After 
working  day  shifts  as  a  chemical  engineer  at 
a  Texaco  refinery,  Agee  tinkered  at  home 


with  methane  and  catalysts.  "It's  like 
playing  God  with  the  molecules,"  he 
says.  With  100  mostly  new  patents  on 
the  books,  he  and  his  engineers  man- 
aged to  devise  a  cheaper  cobalt  catalyst 
to  create  liquid  hydrocarbons  from 
synthesis  gas  in  their  Tulsa  test  plant. 
Then  they  figured  out  how  to  substi- 
tute air  for  the  oxygen.  That  move 
could  shear  25%  off  capital  and  oper- 
ating costs,  according  to  one  analyst. 

Publicly  traded  since  1998,  Syn- 
troleum has  burned  through  $100 
million  on  R&D  from  government 
grants,  angel  investors  and  sharehold- 
ers. At  least  Holmes  has  stemmed  the 
bleeding.  Still,  he  acknowledges,  "hope 
is  not  a  strategy." 

So  the  company  has  lately  done 
some  partnering.  Teaming  up  with 
Spanish  engineering  firm  Dragados 
and  TI  Capital,  the  Los  Angeles-based 
investment  arm  of  Falcon  Group,  a 
Middle  Eastern  shipping  company, 
Syntroleum  will  build,  own  and  op- 
erate GTL  plants  mounted  on  barges 
that  can  park  in  a  harbor  or  float  up 
a  river,  nosing  along  to  wherever  the 
natural  gas  is  trapped.  Holmes  is  in 
talks  with  Cameroon's  government 
about  an  offshore  block  there.  Rus 
sian  gas  monopoly  Gazprom  is  part 
nering  with  the  company  in  the 
hopes  of  developing  12  fields  that 
could  eventually  yield  250,000  bar- 
rels of  GTL-produced  fuel  per  day. 
Marathon  Oil,  which  has  proposed  a 
massive  140,000-barrel-per-day  plant 
in  Qatar,  has  already  licensed  Syntroleum's 
technology.  (Marathon  and  Syntroleum 
have  a  history,  splitting  the  costs  on  the 
$70  million  Tulsa  test  plant  that's  up  and 
running  as  part  of  the  Department  of  En- 
ergy's Ultra  Clean  Fuels  Program.) 

Complains  Wood  Mackenzie's  Goswa- 
mi:  "In  theory  it  [the  Syntroleum  process] 
sounds  great,  but  commercially  it  isn't 
proven  yet."  Holmes  has  heard  it  all  be 
fore.  "Everybody  wants  to  be  the  first  to 
build  the  second  plant,"  he  laments. 

Holmes  says  there  is  enough  flared 
gas  in  the  world  to  run  60  Syntroleum 
GTL  barges.  Just  one  would  be  enough 
for  the  company  to  turn  profitable.  So 
he  hopes. 
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AND  HERE'S  WHY5  Even  the  world's  leading  technology  companies  need  technology  that  they  can 
rely  on,  which  is  why  HP  uses  a  supply  chain  solution  from  SAP.  Now,  change  orders  that  once  took  three  weeks 
to  communicate  to  all  levels  of  the  supply  chain  take  only  24  hours.  Visit  sap. com/hp  or  call  800  880  1727 
to  see  what  we  can  do  for  your  business. 


A  SPECIAL  ADVERTISING  SECTION 


LET'S  BECOME 

OUR  CUSTOMERS' 

TRUSTED  ADVISORS 

By  Frank  T.  Maclnnis,  Chairman  and  Chief  Executive  Officer  of  EMCOR  Group,  Inc. 


When  Tom  Wolfe  wrote  in  his  1998  novel,  A 
Man  in  Full,  that  "the  only  thing  considered 
duller,  safer  and  less  adventurous  than 
working  for  a  bank  was  working  for  some  old-line  can't- 
miss  industrial  firm  ...  which  only  needed  caretakers," 
he  was  underestimating  the  impact  of  the  new  economy 
on  this  country's  biggest  companies. 

Although  the  prediction  of  the  new  economy  —  that 
so-called  bricks-and-mortar  companies  were  going  away,  to 
be  replaced  by  e-business  service-oriented  companies  —  has 
not  come  true,  the  way  technology  changed  customer 
expectations  is  still  with  us.  Today,  even  well-established 
companies  can't  afford  caretakers  at  their  helms. 

The  service  sector,  which  now  comprises  some  80%  of 
the  total  U.S.  economy,  continues  to  grow.  And  the  notion  of 
service  has  never  had  such  power  in  American  business. 
When  people  get  hold  of  a  tool  that  enables  them  to  find, 
potentially,  every  technical  detail  about  a  product  they  are 
looking  to  buy,  the  conversations  we  have  with  our  customers 
change  fundamentally.  This  consumer  attitude  extends  to 
business-to-business  transactions  as  well.  Any  of  us  who 
haven't  acknowledged  this  fact  probably  are  not  in  business 
anymore.  And  many  have  prospered  who  acted  on  it  well. 

Industry  leaders  are  now  getting  involved  in  their  customers' 
worlds  and  changing  perceptions  of  value.  Indeed,  everyone's 
product  is  the  service  of  doing  whatever  it  takes  to  enable 
people  to  focus  on  their  most  vital  tasks,  and  credibility  and 
trust  have  become  the  new  differentiators.  At  EMCOR,  where 
we  manage  trained,  highly  skilled  employees  who  provide 
a  broad  spectrum  of  end-to-end  electrical,  mechanical  and 
facilities-management  services  to  third-party  customers  in 
diverse  industries,  we  are  leveraging  the  experience  of  more 
than  140  locations  to  ensure  we  not  only  get  inside 
our  customers'  businesses,  but  actually  touch  their  lives, 
their  customers  and  the  public  every  day.  Through  the  same 
Web-enabled  technology  that  our  customers  have  access  to, 


we  share  knowledge  that  helps  us  not  only  to  solve  problem 
but  also  to  create  plans  for  next  steps. 

However,  this  knowledge  transfer  is  not  limited  to  tradm 
e-mails  and  reviewing  databases.  We  hold  quarterly  meeting 
that  bring  together  all  the  CEOs  of  our  operating  companies 
These  companies  serve  diverse  markets  from  financial  service 
to  pharmaceuticals,  and  they  all  have  areas  of  expertise 
which,  when  shared,  create  a  unique  synergy.  These  meeting 
are  full  of  energy  as  we  brainstorm  and  trade  ideas  about  wha 
we  see  on  our  individual  scopes.  It's  a  perfect  opportunity  fo 
our  companies  to  transfer  knowledge  to  one  another,  so  that  w< 
can  provide  our  customers  with  a  broad  spectrum  of  services 

It's  important  to  note  that  we  truly  add  value  only  whei 
we  work  with  our  customers  to  see  the  world  from  thei 
"end  user's"  perspective,  and  when  we  allow  our  customers  t< 
clearly  see  what  we're  doing  to  help  them.  This  transparenc 
helps  us  learn  what  our  customers  need  to  accomplish  so  tha 
we  can  furnish  the  right  advice  —  and  the  right  service  —  whe 
it  matters  most.  We  therefore  become  the  trusted  advisor  tha 
helps  our  customers  make  crucial  decisions  that  reduce  risk. 

When  we  help  our  customers  mitigate  their  risk  by  focusini 
on  the  ancillary  parts  of  their  business,  we  do  more  than  ad 
value.  We  ensure  that  both  our  customers  and  we  succeed. 

Without  this  value-added  service,  we  are  at  best 
commodity;  at  worst  a  cost  center.  And  we  all  know  wha 
happens  to  cost  centers  when  times  get  tough. 

Frank  T.  Maclnnis  is  Chairman  and  Chief  Executive  Officer  c 
Norwalk,  Conn. -based  EMCOR  Group,  Inc. 

For  more  information,  visit  www.emcorgroup.con 
or  call  866.890.7794.  . 
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knowledge  in  action^ 


WANTS  TO  SEE  HIS  COMPANY  IN  THE  S&P  500 
WANTS  TO  SWIM  THE  ENGLISH  CHANNEL. 
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We  all  have  aspirations.  The  challenge  is  being  able  to  fulfill  them.  For  that,  you  need  a  partner  with  a 
proven  record  of  success.  Friedman  Billings  Ramsey  ranked  as  the  #3  underwriter  of  IPOs  in  2003.' 
In  addition,  FBR  ranks  #1  among  all  major  investment  banks  for  the  1,  3  and  5  year  periods  ending  12/31/03 
for  the  aftermarket  performance  of  our  lead-managed  equity  underwritings.'  So  dream  big.  Whatever 
your  vision  may  be,  we'll  be  with  you  every  step  of  the  way.  For  more  information,  please  visit  fbr.com. 


FBR 

Friedman  Billings  Ramsey 

Capital  For 
Your  Conquest 


Source  is  Dealogic.  'Relates  to  total  $  amount,  w/over-allotment,  of  US  IPOs  priced  between  1/1/03  and  12/31/03,  with  full  credit  to  all  bookrunners,  excluding  American  Depository  Receipts  and  closed-end  funds,  t  Relates  to  all  public  US 
equrty  transactions  (IPOs  and  secondaries/lollow-ons,  excluding  closed-end  funds)  and  all  industries.  Transactions  and  performance  priced  thru  12/31/03.  Non-weighted  average  aftermarket  performance.  Ranked  among  lead  managing 
underwriters  of  more  than  10  transactions  for  the  1  year  period,  and  more  than  30  transactions  for  the  3  and  5  year  periods.  Past  results  are  no  guarantee  of  future  performance.  S&P  500  is  the  trademark  or  registered  trademark  of 


The  Cost  of  Juice 

A  car's  electricity  is  far  cheaper  when  it  comes  from  a  coal-fired  utility  than  from  a  car's  engine.  This  schematic, 
moreover,  is  too  kind  to  the  gasoline  engine,  crediting  it  with  more  efficiency  than  most  car  engines  in  fact  have. 


Extra  NiMH  battery  cost 


GASOLINE  25  (£ 


25€ 


It's  to  improve  efficiency  by  running  the 
gas  engine  at  a  much  steadier  speed, 
switching  it  off  entirely  whenever  the  car 
stops  and  recapturing  a  bit  of  energy  from 
the  brakes.  The  hybrid  became  feasible 
only  with  the  recent  advent  of  high-power 
semiconductors  that  make  the  mechani- 
cal-electrical-battery interfaces  compact, 
reliable  and  cheap. 

But  once  you  go  there,  it  doesn't  take 
much  to  let  the  grid  recharge  the  battery. 
"We  now  have  the  sophisticated  control 
systems,  power  electronics  and  battery 
management,"  says  Robert  Graham,  who 
studies  electric  cars  at  the  Electric  Power 
Research  Institute.  "I  don't  see  any  techni- 
cal hurdles  to  practical  plug-in  hybrids 
coming  to  market  now  and  displacing  very 
significant  amounts  of  gasoline." 

Larry  T.  Nitz,  GM's  executive  director 
of  hybrid  powertrain  engineering,  dis- 
agrees. "It's  not  a  crazy  concept,"  he  re- 
sponds. "But  it  forces  you  to  have  a  large 
battery,  and  that  upsets  the  cost  equation. 
Right  now  the  batteries  are  not  there."  Nitz 
is  certainly  right  about  the  cars  GM  is  now 
offering — the  GM  Silverado  (and  a  similar 
product  from  Dodge)  are  "light"  hybrids 
with  lead  acid  batteries  that  spit  out  only 
1  kwh.  But  the  nickel-metal-hydride 
(NiMH)  batteries  in  other  hybrids,  either 
available  now  or  on  the  way,  store  2  to  5 
kwh  of  power,  enough  for  5  miles  of  typi- 


cal travel.  Most  trips  aren't  much  longer. 

The  economics  of  rechargeable  hybrids 
hang  on  the  fact  that  central  station  power 
plants  have  access  to  very  cheap  base-load 
fuel — 50%  coal,  20%  uranium.  The  heat 
from  one  pound — 2  cents'  worth — of  coal 
can  generate  a  kilowatt-hour  of  power.  No 
gasoline-powered  hybrid  currently  burns 
less  than  about  one  pint  of  gasoline — 25 
cents'  worth — to  do  the  same.  Coal  kilo- 
watts are  far  cheaper  because  coal  is  a  low- 
grade  fuel  and  because  a  power  plant's  huge 
boiler,  turbine  and  dynamo  are  a  lot  more 
efficient  than  a  V-8  and  its  little  generator. 

The  main  cost  of  coal-fired  miles  is  in 
fact  incurred  inside  the  car.  An  NiMH  bat- 
tery good  for  6,000  charge/discharge  cycles 
should  cost  about  $250  in  mass  produc- 
tion, says  Graham — which  translates  into  4 
additional  cents  per  kilowatt-hour  of  grid 
power  stored  and  retrieved.  "We're  now 
reaping  the  benefits  of  years  of  research 
and  development  in  next-generation  bat- 
teries," says  Graham.  "We  see  manufactur- 
ers stepping  up  to  the  plate  to  make  these 
batteries  in  the  volumes  and  prices  that  will 
make  plug-in  hybrids  practical." 

The  prospect  of  plug-in  hybrids  de- 
lights utilities,  of  course.  "Hybrids  provide 
a  near-term  path  to  practical  electric  trans- 
portation and  a  huge  benefit  for  air  qual- 
ity— not  to  mention  a  way  for  utilities  to 
get  more  value  out  of  their  generating  as- 


sets," says  Kjaer.  Environmental  groups, 
however,  are  a  lot  more  equivocal.  Most 
regulators  in  charge  of  urban  air  quality 
are  happy  to  see  the  midtown  tailpipe  give 
way  to  a  distant  smokestack.  But  the  global 
warming  crowd  hates  coal  for  its  high  car- 
bon content  and  also  blames  it  for  acid 
rain.  The  manufacturers  of  hybrids  don't 
really  know  where  they  stand.  More  effi- 
ciency wins  them  green  friends;  more  coal 
doesn't.  And  it  will  take  time  to  persuade 
consumers  that  buying  batteries  by  the 
pack  every  few  years  is  cheaper  than  buy- 
ing gasoline  by  the  gallon  once  a  week. 

Be  that  as  it  may,  some  10%  of  all 
hybrid  cars  could  end  up  running  almost 
entirely  on  the  grid,  because  they  travel  less 
than  6  miles  per  day.  Stick  an  additional  90 
pounds — $800  worth — of  NiMH  batteries 
in  a  hybrid,  recharge  only  in  garages  and 
parking  lots,  and  we'll  shift  about  25%  of  a 
typical  driver's  most-fuel-hungry  miles  to 
the  grid.  "With  a  plug-in  hybrid,"  Kjaer  be- 
lieves, "most  urban  drivers  will  be  able  to  go 
five  days  a  week  without  ever  going  to  a 
gasoline  station." 

U.S.  cars  eat  2.9  billion  barrels  of  crude 
oil  a  year.  The  right  kind  of  hybrid  could 
make  a  real  dent  in  that  figure.  F 

Peter  Huber  is  a  senior  fellow  of 
the  Manhattan  Institute  and  a  partner, 
along  with  Mark  P.  Mills,  of  the  Digital 
Power  Group. 
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tailing  at  $34,960*  ►  7-year  or  70,000-mile  Powertrain  Limited  Warranty1 
tcluded  >  To  take  a  virtual  tour,  visit  CHRYSLER.COM/CROSSFIRE,  or  for 
lore  information,  call  1.800.CHRYSLER  > 


< 

THE  NEW  CHRYSLER 
CROSSFIRE  ROADSTER 


Can  inspiration  blow  the  lid  off  conventional  thinking?  Yes.  Can  fun  and 


affordability  merge?  Yes.  Can  performance  testing 

□t  150  mph  and  35K  coexist?  Yes. 

•Price  as  shown,  138,920.  MSRP  excludes  tax.  Includes  Premium  Care  Plan.  'See  dealer  for  a  copy 
JCKLE  UP  of  mis  limited  warranty.  Transferable  to  second  owner  with  fee.  A  deductible  applies. 


CHRYSLER 


INSPIRATION  COMES  STANDARD 
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HEDGE  FUNDS 


Hedge  funds  will  suck  in  $100  billion  this  year  from  an 
ver-broader  swath  of  investors.  Pretty  good  for  a  business  rife 
with  exorbitant  fees,  phony  numbers  and  outright  thievery. 
By  Neil  Weinberg  and  Bernard  Condon 


ILLUSTRATIONS  BY  ROSS  MACDONALD 


oji  Goto's  pitch  for  Epic  Investment  Partners 
seemed  to  offer  everything  a  hedge  fund  in- 
vestor could  want.  Epic  had  a  record  of  earn- 
ing 80%  annually.  Goto,  though  only  in  his 
early  30s,  was  a  seasoned  veteran  who  had 
managed  $250  million  in  client  assets.  Now 
he  was  committing  up  to  $7  million  of  his 
own  money  to  Epic.  He  also  claimed  to  hold 
exclusive  rights  to  sell  frankfurters  in  Home  Depot  stores. 

All  told,  Goto  told  investors  to  count  on  earning  500%  in  a 
few  years.  The  spiel  has  been  good  enough  to  suck  in  $6  million 
from  1 7  people  since  2002.  But  rather  than  invest  the  money  in  the 
Epic  hedge  fund,  Goto  allegedly  funneled  $1 .4  million  to  his  wife's 
personal  brokerage  account  and  paid  lesser  sums  to  Las  Vegas' 


Bellagio  Casino,  Maserati  of  New  England  and  Chen  Yang  L 
Restaurant  Holdings,  in  which  Goto  is  an  investor.  Even  the  ho 
dog  claim  was  a  whopper.  The  Securities  &  Exchange  Commissior 
slapped  Goto  with  a  securities  fraud  suit  in  November,  and  a  Ne\< 
Hampshire  grand  jury  handed  up  a  68-count  indictment  in  Feb 
ruary  alleging  theft,  criminal  solicitation  and  securities  fraud.  Gotc 
denies  the  charges. 

It's  amateur  hour  in  the  hedge  fund  business.  This  sideshow  o 
sometimes  bizarre  (and  always  costly)  investing  is  on  a  tear  likt 
never  before.  It's  attracting  some  of  the  shrewdest  and  sharpes 
minds  on  Wall  Street — and  also  shills,  shysters,  charlatans  anc 
neophytes  too  crooked  or  too  stupid  to  make  any  money  for  you 
In  1 990  only  600  or  so  U.S.  hedge  funds  were  in  business.  When  we 
last  surveyed  the  genre  ( FORBES,  Aug.  6,  2001 )  there  was  $500  bil 
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T  BONDS  AND  HOG  BELLIES 


ast  winter  a  mysterious  man  in  black 
appeared  in  a  grainy  black-and-white  ad 
aired  on  CNN,  CNBC,  MSNBC  and  Fox. 
"Guten  Tag!  My  name  is  Christian  Baha.  I 
am  the  founder  of  Superfund,  a  managed 
futures  fund,"  he  told  viewers,  noting  they 
probably  didn't  know  the  fund  was  "avail- 
able for  American  investors  now."  He 
added  cryptically:  "I  would  love  to  tell  you 
more  about  Superfund,  but  regulations  prevent  me  from  describ- 
ing it  on  television." 

Gotcha.  Though  the  TV  ad,  one  of  the  first  to  promote  a  hedge 
fund,  ran  only  in  East  Coast  markets  and  disappeared  after  six  weeks, 
hundreds  of  investors  called  in  to  learn  the  most  tantalizing  detail: 
While  many  hedge  funds  traditionally  accepted  $1  million  minimum 
bets  from  only  the  richest  investors,  Superfund  would  start  with  a 
mere  $5,000  from  folks  who  earn  as  little  as  $45,000  a  year.  Even  on 
Wall  Street,  where  hedge  funds  recently  have  been  dropping  the  min- 
imum investment  for  a  participant  to  $50,000  or  even  less,  some 
execs  say  Quadriga  Asset  Management,  which  runs  Superfund,  may 
be  pushing  the  envelope  and  could  cause  a  crackdown. 

"They  don't  like  our  success.  Bad  rumors,  bad  talking— I'm 
used  to  it,"  counters  Superfund's  Baha,  35,  co-chief  of  Monaco- 


based  Quadriga  Asset  Management.  The  Austrian-born  Baha,  wi  if 
was  a  cop  when  he  was  in  his  early  20s,  started  the  firm  w  H 
countryman  Christian  Halper  in  1996.  The  duo  had  worki  « 
together  for  six  years,  selling  financial  software  to  Austrian  bam  K 
They  started  by  raising  $360,000  from  family  and  friends  al  I 
struggled  for  four  years. 

But  by  2000  Baha  and  Halper  started  hyping  their  hedge  f  u  t 
like  a  bar  of  soap,  plastering  the  Quadriga  name  on  European  te 
casts  of  Formula  One  car  races  and  soccer  matches  and  lining  In 
jocks  as  endorsers.  To  hear  Baha  tell  it,  crash-weary  investi  i 
eagerly  signed  up.  He  claims  to  manage  assets  totaling  $1.3  bill  ■ 
from  40,000  clients  and  aims  to  expand  that  to  $5  billion  a 
100,000  investors  in  three  years.  Quadriga  now  has  nine  offici  io 
from  Hong  Kong  to  New  York,  run  by  12  directors  in  their  early  3' 
"Superfund— the  name  says  everything.  It's  a  fund,  and  it's  sup» 
Baha  says.  $5 

Yet  his  fees— a  management  fee  of  8%  of  assets  plus  a  25%  ■  ; 
of  profits  if  returns  meet  a  certain  minimum— are  way  above  indu  n 
try  norms.  The  hefty  fees  are  justified  by  Superfund's  performan  i 
argues  Arpad  Deak,  managing  director  for  Quadriga  in  the  Ami 
cas.  Hmm.  Quadriga's  riskier  Series  B  fund  zigzagged  in  201 
down  12%  in  July  but  up  27%  in  the  month  of  December.  Quadrig  « 
two  U.S.  funds  mimic  earlier  European  funds  that  trade  in  and  >  r 


lion  on  the  table.  Now  $800  billion  is  in- 
vested, says  Hedge  Fund  Research,  a  hedge 
fund  tracker,  divided  among  6,300 
funds — 900  of  them  less  than  a  year  old. 
Besides  growth,  there  is  a  lot  of  coming 
and  going  in  this  business.  More  than 
10%  of  hedge  funds  tracked  by  Hedge- 
Fund. net  became  defunct  in  the  past  year. 

This  year  eager  investors  are  expected 
to  pump  in  $100  billion  more.  The  scary 
part:  Hedge  funds  were  once  targeted  at 
high  rollers  who  could  put  up  $1  million 
without  a  wince,  but  now  they  are  reach- 
ing out  to  the  rest  of  us.  Wall  Street  is 
whipping  up  this  craze,  with  institutions 
of  every  stripe  hawking  hedge  funds,  from 
Wachovia  to  Citigroup's  Salomon  Smith 
Barney  to  Scudder  Investments. 

The  unwashed  masses  can  get  into  this 
volatile  sideshow  for  as  little  as  $5,000  (see 
above).  Among  the  nation's  largest  1,800 
pension  funds,  endowments  and  founda- 
tions, almost  one-quarter  held  hedge  fund 
investments  last  year,  up  from  1 2%  in  2000. 
Your  retirement  plan  may  be  next.  U.S. 
pension  funds  plan  to  plow  $250  billion 
into  hedge  funds  in  future  years,  20  times 


the  amount  of  exposure  they  have  now, 
says  researcher  Greenwich  Associates. 
Calpers,  the  $165  billion  retirement  fund 
for  California  state  employees,  has  invested 
$500  million  and  plans  to  double  the  sum. 

What  is  driving  this  red-hot  industry: 
fees  that  would  be  outlandish  or  even  ille- 
gal if  extracted  from  a  plain  old  mutual 
hind.  "It's  obscene,"  says  Alice  Handy,  who 
invested  in  hedge  funds  for  over  a  decade 
while  running  the  University  of  Virginia 
endowment.  "The  fee  structure  is  so  com- 
pelling that  everyone  and  his  brother  want 
to  run  a  hedge  fund  now." 

For  customers  the  illusion  is  that  the 
high  fees  go  hand  in  hand  with  high  re- 
turns. Do  they?  Hedge  funds  exist  in  a  law- 
less and  risky  realm,  exempt  from  the  rules 
governing  mutual  funds,  equities  and  most 
other  investments.  Hedge  funds  aren't  even 
required  to  keep  audited  books — and 
many  don't.  These  risky  funds  often  are 
guilty  of  inadequate  disclosure  of  costs, 
overvaluation  of  holdings  to  goose  re- 
ported performance  and  manager  pay,  and 
cozy  ties  between  funds  and  brokers  that 
often  shortchanee  investors.  As  for  tales  of 


pots  of  gold  at  the  end  of  some  rainbows, 
you  have  to  be  skeptical.  Yes,  some  funds 
have  racked  up  stunning  results.  Others 
have  gone  bust.  The  winners  you  hear 
about.  The  others  just  disappear  from  the 
performance  databases.  No  surprise  there: 
Reporting  of  performance  is  voluntary. 

Should  the  government's  response  to 
all  this  be  so  laissez-faire?  The  SEC  is  having 
some  doubts.  Chairman  William  Donald- 
son, a  former  chief  executive  at  both  the 
New  York  Stock  Exchange  and  investment 
bank  Donaldson,  Lufkin  &  Jenrette,  vowed 
to  crack  down  on  hedge  funds  and  their 
wild  ways  after  he  took  office  in  February 
2003,  telling  the  public:  "I  don't  want  this 
agency  to  wake  up  or  this  country  to  wake 
up  two  years  from  now  and  have  some 
huge  disaster."  But  so  far  the  crackdown, 
such  as  it  is,  has  been  mainly  on  the  thieves, 
the  operators  who  run  off  with  your 
money.  Vendors  who  are  merely  incompe- 
tent or  greedy  have  free  rein. 

If  you  believe  what  Wall  Street  says, 
hedge  funds  thrive  because  they  make  em- 
inent investment  sense  for  the  rich  and 
savvy.  "Hedge  hinds  are  right  for  a  person 
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with  lots  of  assets  who  can  deal  with  the 
downsides,"  says  David  Darst,  chief  invest- 
ment strategist  for  Morgan  Stanley's  indi- 
vidual investor  group.  George  Herbert 
Walker,  a  second  cousin  of  the  President 
and  head  of  Goldman  Sachs'  alternative  in- 
vestment strategies  group,  adds:  "Sophis- 
ticated institutional  investors  have  torn 
apart  the  hedge  fund  business.  They've  read 
or  written  the  studies  and  know  exactly 
what  they're  investing  in." 

But  hedge  funds  are  a  hotbed  of  ques- 
tionable behavior,  whether  at  blue-chip 
Wall  Street  firms  or  at  fly-by-nights.  Two 
youngsters  and  a  53-year-old  assistant  lit- 
erature professor  at  a  small  college  in  New 
York  formed  a  hedge  fund,  IB  Stanley,  and 
lost  most  of  the  $400,000  they  raised  from 
1 5  investors.  They  siphoned  off  the  rest  for 
car  payments,  ATM  cash  withdrawals  and 
other  personal  uses,  according  to  SEC 
claims  that  led  to  a  summary  judgment 
against  the  three  managers. 

At  the  other  end  of  Wall  Street  Bear 
Stearns  is  under  investigation  as  to  whether 
it  helped  hedge  funds  trade  illegally;  it  has 
fired  nine  employees  amid  the  probe. 


Franklin  Templeton,  CIBC  and  Merrill 
Lynch  have  come  under  scrutiny  over  sim- 
ilar allegations  in  recent  months.  At  Pru- 
dential Securities  senior  executives  "knew 
of  and  encouraged  the  dishonest  and  un- 
ethical practices"  done  on  behalf  of  hedge 
funds,  according  to  charges  filed  in  De- 
cember by  Massachusetts  Secretary  of  the 
Commonwealth  William  Galvin.  Pruden- 
tial says  it  is  cooperating  with  regulators. 

When  they  aren't  getting  investigated, 
even  the  most  sophisticated  titans  on  Wall 
Street  can  get  taken  by  hedge  funds.  Mor- 
gan Stanley  got  fragged  in  two  of  the  largest 
blowups  in  recent  years,  losing  a  total  of 
$25  million  for  investors.  The  losers:  Lancer 
Management  and  Beacon  Hill's  inaptly 
named  Safe  Harbor  Fund. 

Hedge  fund  managers  are  drawn  to 
hedge  funds  by  a  20%  cut  of  any  profits 
(the  carry)  on  top  of  annual  management 
fees  of  1%  to  2%  of  assets  plus  another 
0.4%  to  0.6%  in  administrative  fees,  says 
Hennessee  Group,  a  hedge  fund  consultant. 
Mutual  funds,  by  contrast,  charge  fees  of 
0.2%  to  2%  of  assets. 

Investors  willingly  pay  Why?  The  hedge 


fund  offers  an  irresistible  velvet  rope,  the 
allure  of  investing  where  most  everyone 
else  hasn't  been  invited  to  invest.  This  mys- 
tique is  intensified  by  the  arrival  of  big- 
name  Wall  Streeters  at  hedge  funds:  Mor- 
gan Stanley's  longtime  chief  strategist, 
Barton  Biggs,  and  its  stock  strategist,  Steven 
Galbraith;  Salomon  Smith  Barney's  chief 
of  government  bond  trading;  and  the  re- 
spected international  investment  officer  of 
Harvard  University.  Some  cool  buzz 
phrases  like  "absolute  returns"  add  a  little 
intrigue. 

What's  wrong  with  paying  a  fifth  of 
your  profits  to  some  genius  who  might 
make  you  a  ton  of  money?  Here's  what's 
wrong:  The  fee  is  a  lopsided  deal.  Managers 
take  a  fifth  of  your  wins  but  chip  in  noth- 
ing for  your  losses.  If  hedge  fund  managers, 
like  mutual  fund  managers,  collectively 
track  the  market — and  there  is  circum- 
stantial evidence  that  this  is  all  they  can  ac- 
complish— the  20%  fee  is  a  ticket  to  grad- 
ual impoverishment.  Let's  say  that  half  of 
your  money  is  with  Hedge  Fund  X,  which 
shoots  up  40%.  Half  is  with  Hedge  Fund 
Y,  which  loses  40%.  You  are  breaking  even 
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before  incentive  fees,  but  after  incentive 
fees  you  will  be  4%  poorer.  Annual  man- 
agement and  administrative  fees  will  take 
an  additional  piece  of  your  hide. 

No  matter.  Oppenheimcr  Trcmont 
Opportunity  Fund,  one  of  the  "funds  of 
funds"  ili.it  have  be- 
come a  favored  vehicle 
at  big  Wall  Street 
houses,  nails  investors 
for  as  much  as  a  2.5% 
load  plus  3.2%  in  an- 
nual expenses.  That 
means  it  must  earn 
about  6%  before  in- 
vestors break  even. 
After  that,  as  much  as 
25%  of  any  profits  goes 
to  (winning)  man- 
agers. Uncle  Sam  may 
clip  off  another  35%, 
since  investors  get 
stuck  paying  short- 
term  capital  gains  rates 
on  most  hedge  fund 
profits,  says  Maury 
Cartine,  senior  princi- 
pal for  Rothstein  Kass, 
a  hedge  fund  auditor. 

The  big  Wall  Street 
brokerage  houses 
hunger  for  hedge  funds, 
relishing  the  high  in- 
come generated  by  their 
furious  trading.  Though 
hedge  fund  holdings 
equate  to  3.6%  of  all 
U.S.  equities  and  corpo- 
rate bonds,  they  trade  so 
frenetically  that  they 
generate  1 2%  of  all  bro- 
kerage commission  dol- 
lars, for  a  total  of  $3.4 
billion  last  year,  research 
firm  Sanford  C.  Bern- 
stein estimates.  That's 
up  by  25%  in  four  years.  The  business  of 
acting  as  the  main,  or  prime,  broker  to 
hedge  funds  is  so  lucrative  that  roughly 
three  dozen  firms  have  jumped  into  the 
game.  They  collect  hefty  interest  income 
from  hedge  funds  borrowing  money  to 
leverage  their  bets  and  securities  to  go 
short.  At  Bear  Stearns  prime  brokerage  has 
contributed  $1.2  billion  in  net  income  in 


four  years,  one-quarter  of  the  total,  says 
Bernstein.  Bear  Stearns  dominates  the  busi- 
ness alongside  Goldman  Sachs  and  Mor- 
gan Stanley. 

One  hedge  fund  manager  says  the 
prime  brokers'  quid  pro  quo  is  blunt: 


this  red-hot 
industry:  fees  that  would  be 
illegal  in  mutual  funds,  ik 


Trade  through  us  and  trade  a  lot,  and  we'll 
throw  clients  your  way,  by  putting  your 
fund  on  our  "preferred"  sales  lists.  Bro- 
kerage firms  also  include  the  favored 
hedge  funds  in  their  funds-of-funds,  the 
SEC  says.  Morgan  Stanley,  Goldman  Sachs 
and  Bear  Stearns  say  their  prime  broker- 
age clients  receive  no  special  sales  favors. 
Many  prime  brokers  also  host  lavish 


"capital  introduction"  parties  to  pair  hedge 
funds  with  rich  clients.  L'BS  threw  a  party  in 
St.  Moritz  last  year.  Merrill  Lynch  held  one 
in  March  at  the  posh  Breakers  hotel  in 
Palm  Beach,  Fla.  While  the  prime  brokers 
pick  up  the  tab  for  these  extravaganzas, 
hedge  fund  investors  ul- 
timately pay  via  trading 
commissions. 

Big  institutions,  in- 
cluding Merrill  Lynch, 
Bank  of  New  York  and 
American  Express,  often 
own  the  hedge  funds 
they  sell.  Others,  like 
Bear  Stearns  and  Bank 
of  America,  run  "hedge 
fund  hotels,"  where  they 
provide  office  space, 
brokerage  and  capital  to 
nominally  independent 
funds. 

The  association  with 
respectable  Wall  Street 
houses  scarcely  guaran- 
tees customers  good  re- 
sults. Dozens  of  investors 
sued  Bank  of  America  in 
February  for  allegedly  al- 
lowing  hedge  fund 
Lancer  Management  to 
print  out  phony  returns 
bearing  the  bank's 
name,  which  ultimately 
resulted  in  $571  million 
in  losses.  In  March,  sep- 
arately, Bank  of  America 
agreed  to  pay  $375  mil- 
lion and  close  its  clear- 
ing business  to  settle 
regulators'  claims  that  it 
aided  Canary  Capital 
Partners,  a  hedge  fund 
manager,  in  illegal  mu- 
tual fund  trading 

Where  investors 
rank  in  the  hedge  fund  world  is  obvious: 
at  the  very  bottom.  The  key  to  keeping 
their  money  pouring  in  is  to  convince 
them  that  hedge  funds  are  a  great  deal.  To 
do  it  the  industry  offers  statistics. 

Some  stuff  is  entirely  made  up.  Scott 
Fine  and  Kevin  Boyle,  former  stockbrokers 
at  Track  Securities  in  Boca  Raton,  Fla.,  sent 
out  monthly  e-mails  boasting  of  200% 
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fau've  got  inventory  covered.  You've  got 
ihipping  covered.  What  about  surprises? 

Questions  are  everywhere.  Insight  is  not,  Making  important  decisions  is  your  job. 
)elivering  the  insight  to  help  you  make  smarter  decisions  is  ours.  With  business 
pplications  from  supply  chain  management  to  manufacturing,  we  have  the 
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)elivering  the  insight  to  help  you  make  smarter  decisions  is  ours.  With  business 
pplications  from  supply  chain  management  to  manufacturing,  we  have  the 
xperience  and  resources  to  help  you  succeed  in  a  business  world  where  the  only  thing 
ertain,  is  uncertainty.  To  learn  more,  visit  microsoft.com/BusinessSolutions/lnsight 
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IF  YOU  MUST 


"!t*JX*7)  edge  funds  are  irresistible  to  some  investors.  What  if 
MuJi|  [  you  just  can't  fight  the  temptation  to  join  the  crowd? 
Jo(n)ol|i  Ask  the  vendor  these  questions. 

.^XACi)  *  WHERE'S  YOUR  OWN  MONEY? 
Your  best  insurance  against  a  lousy  fund  is  to  make  sure  the 
managing  partners  have  a  lot  of  their  money,  and  much  of  their 
net  worth,  in  the  fund.  If  not,  walk  away. 
★  WHAT'S  UNDER  THE  SKIRT? 

It  might  undermine  some  of  the  hedge  fund's  mystique,  but  the 
manager  should  reveal  how  he  proposes  to  make  money,  what 
risks  he's  taking  and  enough  about  what  he  already  owns  for  you 
to  judge  whether  his  purported  strategy  complements  your  exist- 
ing portfolio. 


★  WHO'S  COUNTING  THE  MONEY? 

Hedge  fund  managers  can  pad  their  pay  by  pumping  up  reported 
returns.  Make  sure  the  fund  is  regularly  audited— 35%  aren't— 
and  that  valuations  of  holdings  are  generated  by  a  reputable  out- 
sider like  GlobeOp  Financial  Services  or  Citco  Group.  Ask  to  re- 
ceive a  monthly  list  of  holdings  and  valuations  directly  from  the 
fund's  prime  broker  (SEC-registered  Dalton  Global  Opportunity 
Fund  discloses  its  positions  daily). 
if  IS  THERE  ADULT  SUPERVISION? 

With  all  the  money  to  be  made  running  hedge  funds,  former 
investment  bankers,  brokers  and  analysts  are  flooding  into  the 
business.  But  so  are  a  lot  of  crooks  and  incompetents.  Ask  who's 
in  charge  of  what.  If  the  answers  don't  add  up,  move  on. 

-B.C.  andN.W. 


returns  in  three  years  at  their  Condor  II 
fund.  Word  of  mouth  lured  $10  million 
into  two  funds  from  over  100  investors, 
some  as  far  away  as  Saudi  Arabia.  By  the 
time  the  SEC  sued  them  in  February,  Fine 
and  Boyle  were  down  to  $2.2  million. 
"The  monthly  statements  were  com- 
pletely fictitious,  but  word  spread  any- 
way," says  Teresa  Verges,  assistant  regional 
director  of  the  SEC  office  in  Miami.  "Peo- 
ple said,  'Look  at  these  returns!'  and  oth- 
ers joined  in."  Fine  says  he  did  not 
"knowingly  violate  securities  law."  Boyle 
declines  to  comment. 

Paramount  Financial  Partners 
claimed  to  generate  annual  returns  of  up 
to  99%  via  "technical  strategies"  and 
"fundamental  analysis."  In  truth,  one  of 
its  few  investments  was  U.S.  African 
Corp.,  a  diamond-mining  outfit — based 
in  Ohio.  Paramount  was  able  to  suck  in 
$15  million  from  the  likes  of  the  National 
Association  of  Christian  Athletes;  it  used 
much  of  the  money  for  personal  expenses 
and  marketers,  says  an  SEC  securities 


fraud  suit.  When  the  spigot  ran  dry  in 
2001,  the  Ponzi  scheme  collapsed.  Para- 
mount's  attorney  declined  comment. 

Some  35%  of  hedge  funds  show  no 
dates  for  their  last  audits,  and  their 
numbers  are  unreliable,  says  a  2003 
study  by  Bing  Liang  of  the  University  of 
Massachusetts.  Arthur  Levinson,  a 
wealthy  investor  in  Ft.  Lauderdale,  Fla., 
sank  $50,000  into  Double  T  Investment 
Group's  hedge  fund  only  to  discover 
much  later  it  had  dispensed  with  audits 
altogether.  By  then  Double  T  owner  Jon 
Morrison  had  lost  all  the  money  on  bad 
tech  bets.  Levinson  brought  fraud 
claims  to  the  Florida  comptroller's 
office,  where  the  case  languished.  "It's 
an  injustice,  but  I've  done  everything  I 
can,"  says  Levinson.  Morrison,  having 
since  declared  bankruptcy  and  now  with 
Summit  Brokerage  Services,  says  there 
are  no  current  claims  against  him  or  his 
defunct  hedge  fund. 

In  other  cases  even  audits  don't  help. 
Long  before  Lancer  blew  up,  manager 


Michael  Lauer  was  "marking  the  close," 
or  buying  thinly  traded  stocks  at  the  end 
of  each  month  to  goose  their  values  and 
that  of  his  portfolio,  an  SEC  complaint 
says.  Lauer  allegedly  inflated  the  stock  of  a 
company  with  no  revenue  so  much  that  it 
made  up  as  much  as  23%  of  his  holdings, 
SEC  documents  show. 

Still,  auditor  PricewaterhouseCoopers 
noticed  nothing  amiss  as  Lauer  lapped  up 
$44  million  in  fees  and  incentive  pay  over 
three  years,  an  investor  suit  claims.  Bank  of 
America,  his  prime  broker,  allegedly  let 
Lauer  type  in  the  values  of  securities  it 
should  have  calculated  independently. 
Bank  of  America  denies  the  charges.  Price- 
waterhouseCoopers declined  to  comment. 
Lauer  says  the  SEC  suit  is  mosdy  to  blame 
for  Lancer's  collapse. 

Beyond  the  numbers  are  more  lies. 
Kroll  Associates,  which  has  been  flooded 
with  requests  from  prospective  investors 
to  investigate  hedge  fund  managers  in  the 
past  few  years,  says  red  flags  pop  up  in 
15%  to  20%  of  cases,  mostly  involving 


SOME  NEST  EGG 


edge  funds  are  supposed  to  zig  while  others  zag.  But 
funky  bets  also  have  backfired. 
if  AZERBAIJANI  OIL  VOUCHERS:  Omega  Advisors 
bought  bogus  vouchers  and  options  related  to  the  pri- 
vatization of  Azerbaijan's  oil  company.  It  lost  $182  million. 
•k  SWAPTIONS:  Laser  Advisors,  run  by  Goldman  Sachs  grad 
Michael  Smirlock,  went  bust  and  was  sued  by  the  SEC  for  over- 


pricing these  options  on  interest-rate  swaps. 

★  RUSSIA:  Hedge  fund  icon  George  Soros  lost  $2  billion  in  1998 
by  betting  this  emerging  market  would  shine.  He  could  afford  it. 
Other  funds  went  bust  making  the  same  bet. 

★  GOLF  COURSES:  Gotham  Partners  lost  big,  and  badly,  on  25 
courses,  helping  force  it  into  a  $300  million  liquidation. 

-N.W.andB.C. 
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OFFICE  SUITE 
WITH  BEDROOM? 
OR  BEDROOM  SUITE 
WITH  OFFICE? 

Rooms  at  SpringHill  Suites" 
come  stylishly  furnished, 
smartly  designed,  with  free 
high-speed  Internet  access* 
and  25%  more  space  than 
your  average  hotel  room. 
So  whether  you're  looking 
to  work,  relax,  or  multitask 
your  day  away,  SpringHill 
Suites  gives  you  all  the  space 
you  need.  SpringHill  Suites. 
Spacious  by  design. 
IT'S  THE  MARRIOTT  WAY: 


To  reserve  a  room 
with  free  high-speed 
Internet  access, 
call  1-800-MARRIOTT 
or  visit  Marriott.com. 


'Available  at  participating  hotels. 


HEDGE  FUNDS 


college  degrees  never  earned  and  job  titles 
never  held.  Christopher  Manthey,  who 
runs  BackTrack  Reports,  a  New  York  out- 
fit doing  similar  work,  figures  20%  of  the 
500  managers  he  looked  at  in  the  past  year 
omitted  or  fabricated  something  on  their 
resumes. 

Paul  House  played  up  his  experience 
working  for  broker-dealers  when  he  man- 
aged to  persuade  77  in- 
vestors to  put  at  least  $3.1 
million  into  his  fund, 
House  Edge.  He  left  out 
the  part  about  being  fired 
from  one  firm  and  barred 
from  associating  with 
NASD  member  firms  for 
hedge-fund-related  mis- 
conduct. Also  unmen- 
tioned:  the  recent  personal 
bankruptcies  of  both 
House  and  partner  Bran- 
don Moore,  the  SEC  says. 
The  pair  lost  one-half  of 
the  money  by  the  time  the 
SEC  sued  the  fund  in  2002. 
(Hedge  funds,  though 
they  don't  have  to  follow 
disclosure  laws  that  gov- 
ern mutual  funds,  are  sub- 
ject to  SEC  and  criminal 
fraud  laws.)  In  a  separate 
criminal  prosecution  for 
mail  fraud,  House  recently 
was  sentenced  to  eight 
years  in  the  big  house. 

But  even  when  hedge 
funds  are  legit,  the  way 
their  returns  are  rated  is 
rife  with  abuse.  The  cha- 
rade begins  when  man- 
agers start  up  several 
funds  but  report  results  only  for  the  win- 
ners, leaving  out  the  losers  entirely.  This 
convenient  maneuver  was  present  at  over 
half  the  3,600  funds  tracked  by  TASS,  the 
industry's  largest  tracking  service  and  a 
unit  of  Oppenheimer  Acquisition,  ac- 
cording to  "A  Reality  Check  on  Hedge 
Funds  Returns,"  a  working  paper  pub- 
lished by  Free  University  in  Amsterdam. 

It  is  as  if  Morningstar  allowed  mutual 
fund  firms  to  calculate  performance  by 
cherry-picking  the  winners.  Take  away  this 
fakery  and  TASS  net  returns  drop  from 


10.7%  to  6.4%  annually  for  the  six  years 
through  2002,  the  Reality  Check  study 
says.  (Other  academics  have  come  to  sim- 
ilar conclusions.)  That  compares  with  a 
6.9%  annual  return  for  the  S&P  590  and 
7.5%  for  Lehman  Brothers'  intermediate 
bond  index. 

It  gets  worse.  At  the  tail  end  of  their 
lives,  hedge  funds  that  suffer  lousy  returns 


Fakery  aside,  hedge 
funds  have  returned  less 
than  stocks  and  bonds.  ik 


often  stop  reporting  them  long  before 
closing.  TASS  dismisses  much  of  Free  Uni- 
versity's "quasi-academic  research"  and 
questions  the  methodology,  but  declines 
further  comment. 

Another  way  to  blow  smoke  in  the 
customers'  eyes  is  to  dress  up  a  perfor- 
mance number  in  fancy  statistical  cloth- 
ing. Popular  here:  the  so-called  Sharpe 
ratio,  which  adjusts  returns  for  monthly 
volatility,  giving  credit  to  stable  perform- 
ers. This  is  a  handy  number  to  whip  out 
for  a  manager  with  mediocre  results  and  a 


low  level  of  volatility.  There  is  a  lot  of  flex- 
ibility in  how  you  arrive  at  a  Sharpe  ratio. 

Integral  Investment  Management 
boasted  a  high  Sharpe  ratio  before  it  blew 
up  in  2001,  costing  the  Art  Institute  of 
Chicago  a  reported  $39  million.  After  the 
institute  sued  Integral  for  investing  in 
inappropriately  risky  securities,  a  lawyer 
for  now  36-year-old  manager  Conrad 
Seghers  countered  that  his 
client  "could  have  bet  on 
the  Super  Bowl"  and  been 
within  his  mandate. 
Seghers  says  he  did  noth- 
ing illegal  and  market 
forces  drove  his  fund  out 
of  business.  The  lawsuit  is 
still  pending. 

The  SEC's  harder  eye 
on  hedge  funds  may  do 
little  to  fix  this  mess.  The 
commission  seems  di- 
vided over  how  aggres- 
sively to  move.  Some  ex- 
perts say  hedge  funds  are 
big  enough  to  destabilize 
markets  and  must  be  un- 
derstood by  regulators. 
Others,  including  Federal 
Reserve  Chairman  Alan 
Greenspan,  say  hedge 
funds  provide  a  critical 
source  of  liquidity  for  the 
markets,  and  advise 
against  too  much  intru- 
sion on  the  business.  Sup- 
posedly, the  swells  who  in- 
vest can  take  care  of 
themselves.  That  might  be 
a  fair  argument,  if  the 
operators  scrupulously 
steered  away  from  mid- 
dle-class savers. 

Most  investors  should  steer  clear  of 
hedge  funds.  Lush  pay  has  lured  the  best 
and  brightest  to  hedge  funds,  says  Michael 
Price,  a  hugely  successful  money  manager. 
But  "unless  you've  got  at  least  $5  million 
to  invest,  hedge  funds  are  not  worth  the 
risk  and  fees.  Mutual  funds  will  get  you 
where  you  want  to  go,  so  screw  hedge 
funds."  With  more  polite  language,  War- 
ren Buffett  said  the  same  thing  at  the  Berk- 
shire Hathaway  meeting  recently.  A  word 
from  the  wise.  F 
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KERS  COMP 


How  well  does  your 
insurance  company 
get  to  know  your  fleet? 


A  hands-on  insurance  company  is  bound  to  get  its  hands  dirty. 
But  we  wouldn't  have  it  any  other  way.  At  Liberty  Mutual  we  get 
to  know  your  fleet  operations  firsthand.  We  get  out  there  and 
kick  the  proverbial  tires,  speak  with  your  drivers,  and  ask  the 
questions  that  allow  us  to  see  beyond  just  the  facts  on  paper. 
All  of  this  helps  our  underwriters  pinpoint  your  potential  risks, 
suggest  safety  program  improvements,  and  recommend  coverage 
at  a  price  that's  appropriate  for  you.  A  company  as  unique  as  yours 
deserves  a  unique  approach  to  insurance.  Where  white  collars 
aren't  always  quite  so  white. 


For  more  information  go  to  www.libertymutua1. com/business 


Liberty 
Mutual 


003  Liberty  Mutual  Group 
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Miracle 
In  the 

Midwest 


HOW 


soTrwisrBEisnii 


AVID  C.  SCHWARTZ  IS  RIGHT  AT  HOME  IN  THE 
dark.  That's  where  his  fluorescent  microscopes 
can  do  their  work,  scanning  thousands  of  samples 
of  DNA  that  make  a  slow  crawl  across  computer 
screens  and  methodically  map  the  human 
genome.  All  this  activity  is  packed  into  a  cramped 
room  inside  a  lab  at  the  University  of  Wisconsin 


at  Madison.  "Most  people  think  I  came  here  because  I  hated 
New  York,"  he  says  with  a  boyish  smile  and  a  twitch  of  the  mus- 
tache that  curls  over  his  lip.  "I  came  here  to  start  a  company." 

Five  years  ago  Schwartz,  now  49,  left  Greenwich  Village  and 
a  professorship  at  New  York  University  and  moved  to  Madison, 
taking  15  of  his  students  and  staff  with  him.  He  founded  Opgen 
in  2001  and  raised  $3  million  in  venture  and  seed  capital.  Years; 
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Magnetic  place: 
Five  iakes, 
Monona  among 
them,  draw  people 
to  Madison. 
WARF's  Carl 
Gulbrandsen  and 
David  Schwartz,  a 
professor  and 
entrepreneur, 
came  for 
the  science. 


I  HOTBED  OF  BIOCAPITALISM 


away  from  producing  revenue  or  profits,  Opgen  has  a  lofty 
goal:  Extract  a  patient's  DNA  from  a  cell,  place  it  on  a  glass  chip 
and  rapidly  scan  it,  marking  variations  with  bar  codes  similar 
to  SKUs  in  the  supermarket.  Compare  the  sample  with  codes  for 
healthy  and  cancerous  cells  so  you  can  catch  a  burgeoning  dis- 
ease early  on  and  treat  it.  Such  a  diagnostic  would  be  quick — 
walk  in  for  a  physical,  give  blood  and  emerge  with  a  genome 


scan.  At  an  anticipated  $5,000,  it  would  cost  considerably  more 
than  anything  on  the  market  today;  but  current  DNA  tests, 
working  with  pieces  of  the  genome,  aren't  as  accurate.  "He  is 
brilliant,  the  classic  mad  scientist,"  says  John  T.  Byrnes,  execu- 
tive managing  director  of  Mason  Wells,  a  Milwaukee  private 
equity  firm  that  has  invested  $20  million  in  Wisconsin  startups, 
including  Opgen. 
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Over  the  last  decade,  120  technology  companies,  employing  8,000  people:  the  view  inside  Opgen 

How  fitting  that  Schwartz  now  finds  himself  in  the  "Mad 
City,"  so  named  for  its  left-of-Nader  politics  and  bend-over- 
backwards  social  tolerance.  This  is  the  city  of  perpetual  protests: 
antiwar,  antinuke,  anti-Bush — whatever  is  the  movement  of  the 
decade.  It  is  the  birthplace  of  the  Onion,  a  savagely  satirical 
weekly.  Its  city  council  once  debated  whether  to  reimburse  peo- 
ple on  welfare  for  sex-change  operations.  "The  old  joke  about 
Madison,"  says  Mark  Olinger,  the  city's  director  of  planning  and 
development,  "is  that  it's  70  square  miles  surrounded  by  reality." 

Yes  and  no.  This  hotbed  of  radicalism  has  grown  into  a 
seedbed  of  biocapitalism,  propelling  the  region  to  the  number 
one  slot  on  our  list  of  Best  Places  for  Business  and  Careers.  Sci- 
entists are  developing  artificial  skin  (at  a  company  called 
Stratatech),  vitamin  D  therapies  for  patients  with  chronic  kidney 
disease  (Bone  Care  International)  and  proteins  that  inhibit  can- 
cer-cell development  (Quintessence  Biosciences).  Such  biotech 
ventures  cluster  around  the  university  and  nearby  Milwaukee, 
home  of  the  Medical  College  of  Wisconsin  and  a  unit  of  GE 
Healthcare  (2003  revenues:  $10  billion),  which  acquired  Lunar,  a 
Madison  maker  of  bone  densitometers  and  ultrasound  equip- 
ment, in  2000.  Some  1 20  technology  companies  employing 
8,000  people  have  sprung  up  in  Madison  during  the  past  decade. 
Average  annual  salary:  $60,000. 

Unemployment  runs  at  2%,  compared  with  5.5%  for  the 
entire  state,  which  has  lost  54,000  manufacturing  jobs  since 
2001.  Brains  power  the  Madison  economy:  The  university, 


which  employs  17,000  souls  but  has 
helped  create  70,000  jobs  in  Madison, 
generates  $4.7  billion  a  year  in  direct 
and  indirect  output,  reports  NorthStar 
Economics.  The  city  has  the  highest 
concentration  of  advanced  degrees  in 
the  country — 2%  of  the  population. 
And  it  has  long  been  a  haven  for  post- 
graduates who  resort  to  driving  cabs 
and  delivering  pizzas  just  to  stay  in 
Madison,  drawn  in  part  by  year-round 
lakefront  recreation,  endless  bike 
paths  and  a  hyperactive  schedule  of 
performing  arts.  A  growing  magnet 
for  retirees,  entrepreneurs  and  univer- 
sity alumni,  Madison  has  seen  a  gentle 
23%  rise  in  median  home  prices,  to 
$163,000,  since  1997. 

That  is  changing.  Just  off  the  capi- 
tal square,  500  high-rise  condominium 
units  are  climbing  skyward,  with  lake 
views  and  with  price  tags  topping  $1 
million.  Pedestrians  still  trump  cars 
along  the  popular  six-block  stretch  of 
bars,  bookstores  and  ethnic  eateries 
that  line  one  end  of  State  Street.  But 
natives  are  worried  that  Madison  will 
lose  its  iconoclastic  appeal.  "You  can 
still  get  a  peanut-butter-and-avocado 
tofu  burger,"  says  Paul  Soglin,  former 
mayor  for  14  years  and  antiwar  demonstrator,  who  now  works  at 
Epic  Systems,  a  medical  records  software  company.  "I  am  frankly 
more  concerned  about  the  traffic." 

Driving  the  region's  firm  embrace  of  biobusiness  is  the  Wis- 
consin Alumni  Research  Foundation.  A  little-known  nonprofit, 
WARF  was  founded  in  1925  by  Harry  Steenbock  and  eight  other 
alumni  who  each  contributed  $100  to  hold  patents  developed  at 
the  university.  Today  patent  royalties  and  investment  income 
have  piled  up  a  $1.3  billion  endowment,  which  returns  $40  mil- 
lion a  year  to  the  university  for  scientific  research. 

This  all  came  about  after  Steenbock  discovered,  in  1923,  that 
irradiating  food — rat  food,  in  this  case — increased  its  vitamin  D 
content,  which  eliminated  rickets,  a  crippling  bone  disease. 

WARF  IS  DRIVING  THE  REGION'S 
FIRM  EMBRACE  OF  BIOBUSINESS. 

Quaker  Oats  Co.  offered  $1  million  ($10.5  million  in  today's 
greenbacks).  But  Steenbock  reckoned  the  university  could  reap 
far  more  if  the  foundation  held  on  to  the  patent  and  licensed  the 
technology  to  Quaker.  Another  WARF  hit:  coumarin,  a  powerful 
blood  thinner.  UW  professor  Karl  Paul  Link  developed  the  chem- 
ical as  a  rat  poison,  called  warfarin.  It  was  reformulated  under  the 
name  Coumadin  and  became  a  blockbuster  drug  sold  by  DuPont 
Merck  Pharmaceutical,  paying  royalties  to  WARF  until  going  off 
patent  in  1962.  Vitamin  D  research  still  accounts  for  70%  of  the 
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More  than  85%  of 
Fortune  50  ff  companies 

bank  with  [T£3 


U.S.  Bank  is  proud  to  support  U.S.  businesses  with  custom  financial 
management  solutions  and  convenient  banking  options.  In  fact, 
more  than  900,000  business      Ifefc  mm 
customers  all  over  America      (,  JSRpfiBSigK 
have  forged  a  relationship  aMHwH 


w  ith  U.S.  Bank  helping  us 
to  become  the...  ^^IHM|L\ 

•  Leading  depository  bank  for  -  •,  Ml 
federal,  state  and  municipal  governments  « 

•  Top  ranked  Corporate  and  Asset-backed  Trustee 

•  #1  commercial  bankcard  issuer 

We're  also  among  the  nation's  top  treasury  management  providers, 
merchant  processors  and  bank-owned  equipment  leasing  companies. 
But  most  importantly,  we're  committed  to  being  your  business  part- 
ner. By  listening,  providing  our  exclusive  brand  of  Five  Star  Service 
and  putting  the  needs  of  your  business  first. 


[TObank 

^^^^^^     Five  Star  Service  Guaranteed 


Five  Star  Service  Guaranteed  ( 1  Jv 

usbank.com 


Fortune  500  is  a  registered  trademark  ol  Time  Inc  Reference  to  Fortune  500  used  as  a  statistical  reference  and  is  not  an  endorsement  by  Time,  Inc  of  the  products  and  services  referi 


lember  FDIC 


Mad  City:  "The  old  joke  about  Madison  is  that  it's  70  square  miles  surrounded  by  reality." 


$38.7  million  in  patent  royalties  WARF  earned  in  2003. 

None  of  this  new  dough  came  easily.  Over  the  past  decade 
WARF  has  had  a  complete  makeover,  first  under  Richard  Leazer, 
a  former  pharmaceutical  executive  recruited  in  1993.  Stockpiling 
patents  for  years,  WARF  pulled  in  its  entrepreneurial  horns  after 
it  bumped  up  against  the  Internal  Revenue  Service  in  1972.  The 
agency  yanked  the  foundation's  tax-exempt  status,  accusing  it  of 
running  a  for-profit  enterprise.  The  IRS  backed  down,  and  WARF 
agreed  to  sell  its  development  labs.  But  the  case  had  a  chilling 
effect.  For  the  next  20  years  WARF  was  run  like  a  stuffy  investment 
portfolio.  "It  was  a  real  conservative,  sleepy  place  sitting  on  a 
lot  of  money,"  says  Michael  Klein  ,  publisher  of  the  Wisconsin 
Technology  Network,  a  medical  technology  Web  site.  The  foun- 
dation waited  to  be  courted  by  big  drug  companies  to  license  and 
develop  patents — or,  more  likely,  allowed  the  ideas  to  gather 
dust.  (Even  today  only  40%  of  WARF's  1,800  or  so  patents  have 
been  commercialized.) 


mostly  scattershot  delivery  of  X  rays. 

The  result:  a  company  called  TomoTherapy,  which  combines 
3-D  imaging  with  radiation  delivery.  Patients  slide  into  an  8-foot 
tall  plastic  donut,  where  X  rays  scan  for  tumors;  a  computer 
controlled  device  called  a  multileaf  collimator  directs  the  radiation 
beam  at  different  angles  from  360  degrees,  intensifying  the  therapy 
but  delivering  X  rays  with  extraordinary  accuracy,  minimizing 
damage  to  healthy  cells.  Backed  with  $28  million  in  venture 
capital,  TomoTherapy  has  orders  for  30  machines  at  $3  million 
each.  This  year  the  company  hopes  to  turn  its  first  profit  on 
revenues  of  $40  million.  "Everyone  told  us  this  couldn't  be  done," 
says  Reckwerdt,  president,  53,  who  shares  an  office  with  Mackie, 
chairman,  49,  in  a  throwback  to  their  days  at  UW-Madison.  "We 
still  fight  like  brothers,  but  we  always  work  things  out." 

In  1999  Leazer  began  making  direct  investments  in  start- 
ups, always  in  concert  with  a  syndicate  of  venture  capital 
investors.  The  practice  has  been  expanded  under  WARF's  cur- 


"IT  WAS  A 


IVATIVE,  SLEEPY  PLACE  SITTING  ON  A  LOT  OF  MONEY" 


Leazer  chose  a  more  active  approach,  taking  equity  stakes  in  lieu 
of  licensing  fees.  WARF  typically  develops  patents  and  licenses  them 
back  to  the  inventors'  firms.  That's  what  happened  with  T.  Rockwell 
Mackie  and  Paul  Reckwerdt,  a  pair  of  university  scientists,  in  1997. 
Mackie,  a  professor  of  medical  physics,  and  Reckwerdt,  a  computer 
programmer,  were  toying  with  technology  dumped  by  GE  when  it 
exited  the  radiation  therapy  business  in  1997.  Having  watched  rel- 
atives struggle  with  cancer  and  suffer  radiation  burns,  they  decided 
there  had  to  be  a  better  way  to  treat  the  disease.  "What's  out  there 
today  is  basically  1950s  technology,"  says  Reckwerdt,  meaning  a 


rent  managing  director,  Carl  E.  Gulbrandsen,  who  took  over  in 
1999  and  earmarked  $10  million  for  new  biotechlettes.  So  far 
$5.3  million  of  that  has  been  invested  in  eight  companies;  it's 
too  soon  to  tell  whether  that  money  will  come  back.  Some  of 
WARF's  largesse  is  indirect.  The  university  gave  Schwartz  $1 
million  (half  from  WARF)  to  set  up  his  UW-Madison  lab.  WARF 
also  bought  Schwartz's  20  patents  on  single-molecule  DNA 
analysis  from  NYU,  anticipating  possible  legal  roadblocks  that  i 
could  arise  later,  since  his  research  depends  on  cumulative  dis- 
coveries. "Having  all  my  patents  in  one  place  makes  my  life  a 
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Charles  H.  James  III 

CEO  of 
C.H.  James  &  Co., 
the  oldest  black-owned 
company  in  America 

Father  to  future 
entrepreneurs  Nelson, 
William  and  C.H. 


Trust  Northern. 

And  ensure  your  legacy  lives  on. 

Believing  in  bedrock  values  has  kept  the  American  dream 
going  strong  for  the  James  family  for  four  generations  —  and 
counting.  It's  also  why  Chuck  has  put  his  trust  in  Northern. 
Our  renowned  personal  service  and  dedication  to  quality  form 
a  solid  foundation  for  lasting  relationships.  We've  been  helping 
families  build  businesses  and  structure  personal  finances  for 
more  than  a  century.  Just  as  we  can  help  preserve,  protect  and 
grow  capital  for  you,  your  family  and  your  interests. 

Call  William  Morrison,  President  —  Personal  Financial 
Services,  at  800-468-2352.  For  a  future  bright  with  the 
expectations  of  dreams  fulfilled. 


Northern  Trust 


Private  Banking  I  Investment  Management  I  Financial  Planning  I  Trust  Services  I  Estate  Planning  Services  I  Business  Banking 

www.northerntrust.com 


Northern  Trust  Corporation       Member  FDIC 
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lot  easier,"  says  Schwartz. 

Most  of  WARF's  contributions  are  out  in  the  open.  It  influ- 
ences the  recruiting  of  UW  scientists,  funding  of  labs,  hiring  of 
staff,  even  the  construction  of  academic  buildings.  WARF  is 
bankrolling  $80  million  of  a  $317  million,  eighf-year  project  to 
rebuild  one  end  of  campus.  Known  as  BioStar,  it  encompasses 
the  better  part  of  a  city  block  and  will  add  four  biochemistry 
buildings  with  labs,  offices  and  classrooms.  Since  1938  WARF  has 
helped  finance  1 5  university  buildings. 

Several  years  ago  WARF  moved  stern  cell  researcher  James 
Thomson  off  campus,  providing  $3  million  to  fund  his  labs. 
(Thomson  shook  up  the  field  six  years  ago  by  isolating  human 
embryonic  stem  cells,  the  master  cells  that  generate  most  other 
cell  types  and  may  be  key  to  the  eventual  cure  of  diseases  like 
Parkinson's  and  type  1  diabetes.)  The  arrangement  freed  Thom- 
son from  federal  restrictions  on  stem  cell  work.  Thomson 
has  yet  to  form  a  company;  WARF  holds  the  patents  on  his 
discoveries. 

The  alltime  rainmaker  for  WARF  is  Hector  DeLuca,  a  for- 
mer graduate  student  of  Steenbock's  whose  discoveries  have 


the  University  of  Michigan  to  rank  second,  just  behind  Johns 
Hopkins,  in  federal  research  dollars.  The  foundation  has  certainly 
helped  the  university  pull  in  42  National  Academy  of  Sciences 
members. 

It  has  unquestionably  made  a  difference  in  the  lives  of 
Daniel  Botez  and  Luke  J.  Mawst.  The  pair  came  to  the  univer- 
sity in  1993  from  TRW's  labs  in  Redondo  Beach,  Calif,  where 
they  were  developing  semiconductor  lasers.  Since  coming  to 
Madison  they've  developed  high-power  diode  lasers  that  use  a 
series  of  mirrors  that  bounce  around  and  amplify  light  beams 
in  order  to  rapidly  transmit  telecommunications  signals.  When 
the  telecom  market  collapsed  in  2000,  two  years  after  their  com- 
pany, Alfalight,  was  formed,  Botez  and  Mawst  turned  to  indus- 
trial uses — like  burning  identification  marks  on  products  and 
replacing  spot  welding  with  a  robotized  method  of  joining 
metal  parts. 

WARF  has  served  as  angel  throughout  Alfalight's  incarnations. 
It  gave  the  scientists  $130,000  in  startup  funds,  patented  the  tech- 
nology and  licensed  it  back  to  Alfalight  in  exchange  for  a  5% 
equity  stake.  The  foundation  also  helped  Alfalight  to  raise  $49 


BIG  HITTERS  LIKE  DELUCA  ATTRACT  BIG  BUCKS  TO  THE  UNIVERSITY, 
WHICH  LAST  YEAR  COLLECTED  $660  MILLION  IN  FEDERAL  FUNDING. 


raked  in  more  than  $100  million  in  royalties  for  the  founda- 
tion. At  74,  DeLuca  has  250  patents  with  WARF  and  seven  suc- 
cessful drugs  to  his  name,  all  related  to  vitamin  D  research.  His 
latest:  a  $42.5  million  deal  with  Pfizer  in  December  2002,  giv- 
ing the  pharma  colossus  rights  to  develop  and  commercialize  a 
hormonal  form  of  vitamin  D  to  treat  osteoporosis.  Vitamin  D 
compounds  are  being  tested  to  treat  inflammatory  bowel  dis- 
ease, skin  disorders  and  diabetes,  as  well  as  to  prevent  rejection 
of  organ  transplants. 

Big  hitters  like  DeLuca  attract  big  bucks  to  the  university.  Col- 
lecting $660  million  in  federal  funding  last  year,  UW  surpassed 


Wanted:  A  Tad  More  Public  Interest 

Despite  great  ideas  and  good  science,  Wisconsin  still  suffers  from  under- 
investment—a recent  study  by  the  venture  capital  industry  ranked  it  35th  in 
the  nation  for  per  capita  funds  under  management.  Wisconsin  investment 
firms  say  they  can't  afford  to  take  on  more  risk  without  more  support.  Republican 
State  Senator  Theodore  J.  Kanavas  thinks  a  $500  million  seed  fund  would  galva- 
nize entrepreneurship.  But  that's  far-fetched,  what  with  a  looming  budget  deficit  of 
up  to  $800  million.  The  state  legislature  dumped  an  idea  pushed  by  Governor  Jim 
Doyle  for  a  $300  million  fund,  delivering  a  mere  $26  million  instead.  Under  pressure 
from  the  legislature,  the  State  of  Wisconsin  Investment  Board,  manager  of  $65  bil- 
lion in  public  retiree  money,  has  agreed  to  put  $135  million  into  biotech  startups,  a 
fraction  of  the  $1.1  billion  it  has  invested  in  biotechnology  nationally. 

Out-of-state  venture  capitalists  complain  that  most  of  these  hatchlings  need 
better  management.  G.  Steven  Burrill,  who  runs  the  San  Francisco  merchant  bank 
Burrill  &  Co.  and  has  invested  $15  million  to  $20  million  in  young  Wisconsin  compa- 
nies, bemoans  the  failure  to  capitalize  on  opportunities.  "We  see  100  deals  a  month  in 
life  sciences,"  he  explains.  "But  I  don't  see  even  one  a  month  from  Madison."  —  M.T. 


million  in  venture  capital  and  to  find  its  first  chief  executive,  Eric 
Aflebach.  Mohandas  Warrior,  a  former  executive  with  Motorola's 
semiconductor  unit,  now  runs  Alfalight,  which  might  turn  prof- 
itable in  a  year.  Current  sales:  $5  million. 

Mawst  and  Botez's  royalty  arrangement  is  typical  of  most 
UW  inventors.  They  get  $1,500  up  front,  plus  the  first  $100,000 
in  royalty  fees  and  20%  of  gross  income  (before  expenses).  WARF 
collects  the  remaining  80%  but  pays  to  file  the  patent  (typically 
$25,000)  and  agrees  to  defend  it  against  challenges  ($1  million 
or  more).  "People  starting  a  company  generally  don't  think  of 
all  these  costs,"  says  Gulbrandsen.  "Professors  want  to  do 
research,  not  paperwork." 

Madison's  biggest  success  story  comes 
from  an  alum  who  never  left.  Judith 
Faulkner  was  a  doctoral  student  at  UW  in 
computer  sciences  when  she  launched 
Epic  Systems  in  1979.  It  started  off  com- 
puterizing records  for  physicians,  and 
today  Epic  allows  networks  of  hospitals, 
doctors  and  providers  to  share  informa- 
tion and  images.  Growing  at  40%  a  year 
since  2000,  privately  held  Epic  (2003  rev- 
enues: $107  million,  according  to  Health- 
care Informatics)  is  in  the  process  of 
building  a  $130  million  corporate  campus 
in  nearby  Verona.  WARF  had  nothing  to  do 
with  this  venture,  except  in  creating  a 
thriving  environment  of  entrepreneurial- 
ism  and  science.  On  a  small  scale  the  uni- 
versity and  WARF  are  doing  for  the  local 
economy  what  Stanford  did  over  the  past 
half-century  to  create  Silicon  Valley.  F 
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Hugh  Long 

CEO  —  Pennsylvania  and  Delaware 

WACHOVIA 
BANK 


As  Philadelphia's  leading  bank  and 
a  company  with  more  than  7,200 
employees  across  this  region, 
Wachovia  has  greatly  benefited  from 
the  dynamic  forces  that  have  aligned 
themselves  in  this  market  —  forces 
which  make  Greater  Philadelphia  a 
terrific  location  for  business. 

From  an  educated  and  skilled  work- 
force to  the  access  provided  by  our 
geographic  location  and  transportation 
infrastructure,  Greater  Philadelphia 
provides  a  perfect  fit  for  any  company 
looking  to  expand  or  relocate. 

Just  as  important  is  the  lifestyle 
one  can  experience  when  it's  time 
to  put  business  aside  and  enjoy  the 
company  of  friends  and  family. 
Thanks  to  world-renowned  cultural 
and  civic  amenities  combined  with 
a  most  reasonable  cost  of  living, 
people  find  the  Greater  Philadelphia 
region  to  be  a  wonderful  place  to 
live  as  well  as  work. 

At  Wachovia,  we  invite  you  to 
explore  the  business  opportunities 
this  region  has  to  offer  and  stand 
ready  to  be  your  financial  partner, 
combining  all  that  you  know  with 
all  that  we've  learned  to  achieve 
uncommon  success. 


ADVERTISEMENT  2 


The  Greater 


PHILADEL 


When  Mary  K.  Dougherty,  the  East  Coast  clothing  representative  fc 
Nicole  Miller,  invites  clients  and  friends  to  visit  her  in  her  hometown 
she  braces  herself  for  their  inevitable  reaction.  "They  have  a  soun 
in  their  voice  that  tells  me  exactly  what  they're  thinking,"  say 
Dougherty,  who  also  owns  two  Nicole  Miller  boutiques  in  the  area 
"They're  saying  to  themselves,  Til  go,  but  I'm  sure  not  going  t« 
have  a  great  time.'  "  That  is,  until  they  experience  the  area  firsthand 


Dougherty  picks  them  up 
from  the  train  station  or 
the  airport,  then  takes 
them  on  a  tour  of  the 
vibrant  Philadelphia  she 
loves.  She  usually  begins 
with  a  stop  at  the  newly 
opened  Constitution 
Center,  which  describes 
in  fascinating  detail  the 
history  and  meaning  of 
one  of  the  world's  most 
significant  documents, 
then  on  for  a  glimpse  of 
the  Liberty  Bell  in  its  sparkling  new 
quarters  nearby.  She'll  continue  with  a 
tour  of  the  world-renowned  Philadelphia 
Museum  of  Art,  which  recently  presented 
a  major  retrospective  entitled  Manet  and 
the  Sea,  then  on  to  the  Academy  of 
Natural  Sciences  or  the  Franklin  Institute 
with  its  spectacular  walk-through  model 
of  the  human  heart.  Following  this,  they'll 
shop  tax-free  for  shoes  and  clothes,  per- 
haps, then  rest  at  a  sidewalk  cafe 
housed  in  an  authentic  18tn-century  row 
house  as  they  make  plans  for  dinner 
at  a  first-rate  restaurant  or  a  symphony 
at  the  stunning  Kimmel  Center  for  the 
Performing  Arts.  "There  are  so  many 
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The  Liberty  Bell  is  located  in 
Independence  National 
Historical  Park,  America's 
most  historic  square  mile. 


great  things  about  th 
area  that  by  the  tim 
guests  leave  they'r 
overwhelmed,"  say 
Dougherty  of  her  vis 
tors.  "Like  so  many  othe 
people,  they  underesl 
mate  Philadelphia  an 
are  incredibly  and  plea: 
antly  surprised  by  who 
they  find."  More  time 
than  not,  she  says,  they 
make  their  way  back  t 
the  city  to  investigat 
things  on  their  own. 

If  the  area's  appeal  seems  surprising 
it's  no  longer  news  to  those  who  liv 
and  work  here.  At  the  heart  of  Greate 
Philadelphia  one  finds  Center  City,  th 
fabled  downtown  section  of  Philadelphi 
that  was  America's  first  capital  (fror 
1790  to  1800).  This  was  the  site  c 
the  signing  of  the  Declaration  c 
Independence,  the  drafting  of  th 
Constitution,  and  home  to  everyone  fror 
Benjamin  Franklin  to  Edgar  Allan  Poe 
More  than  just  being  content  with  il 
storied  past,  however,  the  Greate 
Philadelphia  region  has  burst  forward  t 
become  recognized  recently  as  thi 
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In  Pennsylvania, 

we  helped  mak^:"^;V;:^v  \ 
1  government  of  the  people, 
|  by  the  people,   :         ; ^ 


easier  for  the  people.  2 
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Systems  Integration. 


Outsourcing. 


Infrastructure. 


Server  Technology. 


Consulting. 


Imagine  it: 

A  single  data  center  that  supports  24/7 
Web  access  to  multiple  government 
agencies  and  improves  citizen  services  h 
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The  Commonwealth  of  Pennsylvania 
chose  to  outsource  its  Data  PowerHouse 

with  Unisys:  In  partnership  with  the 

m      ■  -  .      -v.       "•  ■ 
'  Commonwealth  and  its  agencies,  Unisys 

integrated  and  consolidated  1 9  depart- 
mental data  centers  into  one.  What's 
more,  our  transitional  expertise  helped 
^  government  teams  ensure  continuity  of 
operations  at  all:times.  Today,  an  efficient; 
reliable  infrastructure  make%convenient 
Web  access  possible.  Citizens  can  renew 
vehicle  regis!raffin)fjle  taxes,  apply  for  pro- 
fessional licenses  and  do  much  more  online. 

Outsourcing  with  precision  thinking,  relentless 
execution  to  drive  your  vision  forward. 


Imagine  it.  Done. 

Unisys,  com/public  sector  i.  800. 8 74, 864  7  x691 

©?0Q3  Unisys:pgppo(0hn. Unisys  is  a' registered  trademark  ol  Unisys  Corporation  : 
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Dr.  Constantine  Papadakis 

President 


DREXEL 
UNIVERSITY 

Drexel  is  Philadelphia's  technological 
university,  ranked  one  of  the  best 
national  doctoral  universities  by 
U.S.  News  &  World  Report.  Drexel 
is  a  leader  in  areas  as  diverse  as 
business  (top  30  among  Executive 
MBA  programs  —  Financial  Times), 
information  systems  (No.1  in 
specialized  programs  —  U.S.  News 
&  World  Report),  engineering  (No.  51 
among  undergraduate  programs)  and 
health  professions  (No.  25  among 
physicians'  assistant  programs). 
Drexel  is  the  20tn-largest  private 
university  in  America,  home  to  the 
nation's  largest  private  medical 
school  and  undergraduate  engineer- 
ing program. 

The  University's  cooperative  educa- 
tion program  is  one  of  the  nation's 
oldest  and  most  successful.  Drexel 
integrates  cutting-edge  technology 
into  every  facet  of  academics  and 
research  and  was  the  first  major  uni- 
versity (in  2000)  with  a  fully  wireless 
campus  indoors  and  outdoors. 

Over  the  past  seven  years,  Drexel 
doubled  its  undergraduate  student 
body,  tripled  applications,  quadrupled 
endowment  and  quintupled  research 
funding.  Drexel's  endowment  is 
among  the  100  largest  in  the  nation, 
as  are  its  federal  grant  and  contract 
research  expenditures,  and  the 
University  is  the  10tn-iargest  private 
employer  in  Philadelphia. 


UNIVERSITY 
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"Our  region  has  so  much  to  offer,  but  the  world  doesn't  know 

that  yet.  We  have  to  educate  the  country  about  our  strengths  in 
biotech,  pharmaceuticals  and  financial  services.  We  must  let 
people  know  that  we  have  a  highly  educated  workforce  and  we 
have  a  high  quality  of  life,  affordable  housing,  world-renowned 
cultural  institutions  and  some  of  the  very  best  restaurants.  But 
nobody  knows  it,  because  we  haven't  been  touting  the  strength 
of  our  region  to  the  world. " 

—  Mark  Schweiker,  President  and  CEO,  Greater  Philadelphia  Chamber  of  Commern 


fourth-largest  major  metropolitan  area  in 
the  country  —  just  behind  New  York,  Los 
Angeles  and  Chicago.  The  area  spans 
portions  of  the  states  of  Delaware, 
New  Jersey  and  Pennsylvania  and 
encompasses  1 1  counties.  It  stretches 
northeast  to  Princeton  and  Trenton  in 
New  Jersey,  south  to  New  Castle  and 
Wilmington  in  Delaware,  and  north  and 
west  to  the  bustling  suburbs  of  Bucks 
County  and  the  towns  of  Malvern 
and  West  Chester.  In  all,  the  Greater 
Philadelphia  region  contains  a  population 
of  6.8  million  and  a  regional  workforce 
of  nearly  3.4  million. 

Yet  despite  the  massive  and  sprawl- 
ing scale,  the  area  remains  a  place  of 
gentle  heart.  Philadelphia  means  "The 
City  of  Brotherly  Love"  in  Greek,  a 
name  coined  by  its  founder,  William 
Penn,  and  the  entire  region  retains  an 
intimate  and  likable  quality  to  this  day 
that  its  inhabitants  treasure.  While  New 
York  may  have  its  unsurpassed  sense  of 
style,  and  Los  Angeles  its  glitzy  sense 
of  celebrity,  Greater  Philadelphia  has 
emerged  with  a  character  all  its  own: 
sophisticated,  worldly,  yet  plain-speaking 
and  downright  fun.  "We're  just  as  happy 
whether  we're  ordering  the  best  French 
cuisine  in  a  fabulous  new  restaurant, 
or  grabbing  a  cheesesteak  to  eat  on  the 
street  comer,"  says  Meryl  Levitz,  the 
president  and  chief  executive  officer 
of  the  Greater  Philadelphia  Tourism 
Marketing  Corporation.  "We  tend  to  be 
enthusiastic  about  everything  our  area 
has  to  offer. " 

With  this  same  enthusiasm,  Greater 
Philadelphia  has  emerged  as  a  premier 
business  location  as  well  —  buoyed  not 


just  by  its  cultural  richness,  its  livabilit 
and  its  affordability,  but  also  by  its  super 
geography.  The  region  contains  a  newl 
deepened  port  that  ranks  as  one  of  th 
jewels  of  the  Atlantic  Coast.  Highway 
(notably  Interstate  95)  connect  it  by 
direct  route  to  New  York  and  Boston  t 
the  northeast,  and  Washington,  D.C 
and  Richmond,  Va.,  to  the  south 
Philadelphia  is  a  major  stop  on  Armtrak' 
Northeast  Corridor,  which  connect 
Boston  to  Washington;  indeed,  Pen 
Station  in  Philadelphia  ranks  as  Armtrak' 
second-busiest  terminal  in  the  natior 
Amtrak  can  be  accessed  from  any  c 
the  three  states  that  make  up  Greate 
Philadelphia.  By  air,  the  metropolitan  are 
ranks  as  one  of  the  most  convenient  ci 
all  to  reach,  following  a  billion-dollcl 
expansion  and  renovation  of  Philadelphia 
International  Airport,  which  included  th 
creation  of  a  hub  for  Southwest  Air. 

Yet  what  stands  out  most  aboi 
Greater  Philadelphia  is  the  robust  growt 
and  redevelopment  in  recent  years  the 
has  literally  redefined  the  region.  Todaf 


BUY  LOW 
FLY  HIGH... 


...And  Far.  Philadelphia  International  Airport— 
Your  Low-Fare  Airport  For  Non-Stop  and 

Connecting  Service  To  Nearly  100  Domestic  and 
mm  International  Destinations. 


AirTran  Airways  44  cities 
America  West  Airlines  92  cities 
ATA  39  cities 
Frontier  Airlines  44  cities 
Southwest  Airlines  58  cities 
USA3000  Airlines  24  cities 


Herb  Kelleher  (left),  chairman  of  the 
board  of  Southwest  Airlines,  presents 
Southwest  Airlines  models  to  Mayor 
John  F.  Street  (center),  City  of 
Philadelphia,  and  Charles  J.  Isdell  Jr., 
director  of  aviation,  Philadelphia 
Airport  System,  at  a  press  conference 
on  October  28,  2003,  to  announce  the 
start  of  service  by  Southwest  Airlines 
at  Philadelphia  International  Airport. 

PHILADELPHIA 
INTERNATIONAL 
AIRPORT 


Committed  to  providing  convenient 
air  service  options  at  the  best 
competitive  prices,  Philadelphia 
International  Airport  (PHL)  offers 
nonstop  and  connecting  service  to 
nearly  100  domestic  and  international 
destinations  on  six  low-fare  carriers. 
Pricing  and  choices  have  never  been 
better  for  the  25  million  travelers 
who  use  PHL  every  year.  Southwest 
Airlines,  the  country's  No.  1  low-fare 
carrier,  and  Frontier  Airlines  join 
discount  carriers  AirTran  Airways, 
America  West  Airlines,  ATA  and 
USA3000  Airlines  in  offering  conve- 
nient flights  at  competitive  prices. 

Philadelphia,  the  nation's  fourth-largest 
metropolitan  area,  is  quickly  becoming 
a  major  player  in  the  popular  low-fare 
market.  Since  2001,  PHL's  gate 
capacity  has  increased  an  incredible 
85  percent,  with  the  opening  of  two 
magnificent  terminals  and  the  expan- 
sion of  another  terminal.  The  new 
gates,  combined  with  the  fact  that 
Philadelphia  has  been  underserved 
in  the  low-fare  market,  has  made 
PHL  attractive  to  discount  airlines. 
As  low-fare  service  options  increase 
at  PHL,  we  remain  steadfast  in  our 
commitment  to  provide  the  best  air 
service  choices  at  competitive  prices 
at  one  of  the  country's  best  airports. 

www.phl.org 
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"Greater  Philadelphia  is  an  area  with  a  special  heritage  that 

always  had  vast  potential,  and  now  we  are  beginning  to  achieve  it. 
Everyone  in  the  country  knows  us  for  Independence  Hall  and  the 
Liberty  Bell,  but  there  is  so  much  more.  We  have  the  second- 
oldest  synagogue  in  the  United  States  in  Philadelphia.  We  have 
the  wonderful  Quaker  tradition,  as  well  as  the  African-American 
contributions.  The  Hispanic  population  is  very  strong,  as  is  the 
contingent  of  Russian  immigrants.  This  is  an  area  with  a  strong 
humanitarian  aspect." 

—  U.S.  Senator  Arlen  Specte 


NEW  JERSEY 


the  area  is  home  to  more  than  80  biotech- 
nology firms  and  over  80  institutions  of 
higher  learning,  among  the  highest  in 
the  country. 

Gone  are  the  signs  of  industrial  decay 
and  empty  warehouses  that  marked  not 
just  Center  City,  but  vast  stretches 
across  the  river  in  Camden,  N.J.,  as  well 
as  in  parts  of  Delaware.  "This  growth  is 
being  fostered  by  the  fact  that  we're 
learning  to  live  together  and  grow 
together,  and  function  as  one  metropoli- 
tan area  rather  than  a  collection  of  cities, 
towns  and  smaller  suburbs  with  no 
common  purpose,"  says  Jim  Shannon, 
chief  marketing  officer  of  Select  Greater 
Philadelphia,  a  tristate  economic  develop- 
ment initiative  established  by  the  Greater 
Philadelphia  Chamber  of  Commerce  to 


promote  business  development  an 
assist  with  corporate  site  selectio 
(www.selectgreaterphiladelphia.com 
"Our  biggest  challenge  isn't  to  chang 
what  we  are,  but  to  show  the  world  wh£ 
we've  become.  We're  not  a  second-tie 
metropolitan  area.  Instead,  we're  a  firs 
tier  metropolitan  area,  with  a  second-tie 
status  —  and  we're  determined  ever 
day 'to  change  that." 

CENTER  CITY 

READY  FOR  PRIME  TIME 

The  engine  for  change  began  i 
Philadelphia,  which  has  emerged  fror 
years  of  neglect  to  become  the  pulsin 
yet  livable,  picturesque  city  that  it  i 
today.  In  the  last  decade  —  notably  unde 
former  mayor  and  current  Pennsylvann 


Cephalon  is  a  leading  biotech-based  pharmaceutical  company  founded  in  1987 
in  Greater  Philadelphia.  Today,  Cephalon  is  breaking  new  ground  in  the  way 
drugs  are  developed  and  marketed  and  in  the  way  pharmaceutical  companies  are 
run.  We  have  consistently  delivered  industry-leading  growth  that  rewards  patients 
and  shareholders  alike.  At  Cephalon,  our  chemistry  is  anything  but  common. 


To  find  out  more  about  the  Cephalon  story  visit 
us  on  the  web  @  www.cephalon.com/forbes 


W  Cephalon 

deliver  mc 


Lawrence  A.  Weinbach 

Chairman  and  CEO 

UNISYS 
CORPORATION 

Unisys  is  a  global  information 
technology  services  and  solutions 
company  with  more  than  37,000 
employees  serving  clients  in  more 
than  100  countries. 

Its  corporate  headquarters  is  located 
in  the  Greater  Philadelphia  area  at 
Blue  Bell,  Pa.  Locally,  Unisys  serves 
public  sector,  financial  and  various 
other  clients.  Unisys  is  a  major 
provider  to  the  Commonwealth  of 
Pennsylvania. 

The  company  combines  expertise 
in  consulting,  systems  integration, 
outsourcing,  infrastructure  services 
and  server  technology  with  precision 
thinking  and  relentless  execution. 
The  goal:  Help  clients  quickly  and 
efficiently  achieve  competitive 
advantage.  Information  solutions 
include  business  process  outsourc- 
ing and  security. 

Unisys  complements  these  services 
with  world-class  enterprise  server 
technology.  Primary  vertical  markets 
are  financial  services,  the  public 
sector,  transportation,  communica- 
tions and  media,  as  well  as  other 
commercial  industries. 

Visit  us  at  www.unisys.com. 


UNISYS 

Imagine  it.  Done. 
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"Every  community  prides  itself  on  its  history  and  thinks  it 

is  special  —  and  Philadelphia  is  no  exception.  In  fact,  the  area  can 
make  a  very  strong  case  that  it  has  the  most  important  historical 
sites  in  the  nation.  If  we  put  too  much  focus  on  the  past,  however, 
we  begin  to  think  that  our  best  days  are  behind  us.  I  don't  think  tha 
is  the  case  here  at  all.  We  have  a  lot  of  history  yet  to  write,  and 
that  is  the  kind  of  history  I'm  most  interested  in." 

—  Hugh  Long,  CEO  —  Pennsylvania  and  Delaware,  Wachovia  Ban 


Scullers  on  Schuylkill  River  with  Center  City  in  the  distance 


Governor  Ed  Rendell,  as  well  as  current 
Mayor  John  F.  Street  —  Philadelphia  has 
gone  through  remarkable  changes.  With 
assistance  from  then-Governor  Tom 
Ridge,  the  overhaul  of  the  Pennsylvania 
Convention  Center  in  the  1990s  and  the 
hosting  of  the  2000  Republican  National 
Convention  at  the  Center  triggered  a 
boom  in  hotel  construction  that  has  given 
the  city  new  power  and  potential  in 
attracting  businesses  as  well  as  tourists. 
Currently,  the  city  contains  more  than 
10,500  hotel  rooms,  a  number  that  has 
more  than  doubled  in  the  last  decade. 
The  Pennsylvania  Convention  Center, 
which  is  one  of  the  most  technologically 
advanced  in  the  nation,  makes  a  signifi- 
cant contribution  toward  bringing  people 
out  at  night  and  enlarging  audiences 
at  all  the  entertainment  venues.  Last  year, 
264,000  visitors  attended  conventions  and 
trade  shows  at  the  center,  including  the 
National  Science  Teachers  Association, 


the  International  Association  of  Chiefs  c 
Police,  the  American  Library  Associatioi 
and  the  American  Association  of  CliniCc 
Chemistry,  to  name  a  few. 

Among  the  city's  biggest  strength 
is  its  residential  market,  which  ranks  a 
the  third-largest  residential  downtowi 
in  the  country,  according  to  Paul  R.  Levy 
executive  director  of  the  Center  Cit 
District/Central  Philadelphia  Developmen 
Corporation.  Between  1998  and  2003 
the  number  of  apartments  and  condc 
miniums  in  Center  City  grew  by  4,235 
and 'the  number  of  people  living  in  th 
area  has  swelled  to  83,000.  In  addition 
some  350,000  people  commute  to  worl 
in  Center  City  each  day,  some  70%  o 
whom  arrive  aboard  the  area's  smoothl 
operating  regional  rail  lines.  This  com 
bination  of  an  increase  in  population  a 
well  as  an  increase  in  the  number  o 
people  working  in  and  visiting  the  cit> 
has  spurred  a  startling  change  in  Cente 


PILOT  PEOPLE  VOTED  BEST 


diehard  G.  Phillips 
Chairman,  President  and 
✓hief  Executive  Officer 
>ilot  Air  Freight 


mm 


Fortunately,  American  Greetings, 
Anheuser-Busch,  AT&T,  Balanced 
Body,  Brookstone,  Coca-Cola, 
Eaton,  General  Electric,  Honeywell,. 
JC  Penney,  Liz  Claiborne,  Lucent 
Technologies,  Merck,  Nautilus, 
Neiman-Marcus,  Panasonic, 
Philips,  QVC,.  Sprint,  United 
Technologies,  Universal  Music, 
zon,  Walmart  and  so  many  of 
ation's  leading  shippers  all 
:o  agree. 


T 


AIRFREIGHT 

WE'RE  THERE  WHEN  YOU  NEED  US. 
1-800-HI-PILOT  WWW.PILOTAIR.COM 


Frank  Baldino  Jr.,  Ph.D. 

Chairman  and  CEO 

CEPHALON  INC. 

(Nasdaq:  CEPH) 

A  scientist  turned  entrepreneur, 
Dr.  Frank  Baldino  Jr.  brings  nearly 
two  decades  of  experience  in  neuro- 
biology, molecular  biology  and  elec- 
trophysiology  to  the  task  of  leading 
one  of  the  world's  fastest-growing 
biopharmaceutical  companies. 

From  its  headquarters  in  the  greater 
Philadelphia  region,  Cephalon  has 
achieved  a  broad  international  pres- 
ence and  earned  distinction  for  its 
proprietary  pharmaceutical  products 
for  the  treatment  of  neurological 
diseases,  sleep  disorders,  cancer 
and  pain. 

Today,  Cephalon  is  poised  for  a  new 
level  of  growth.  Dr.  Baldino  explains, 
"From  researching  target  molecules 
to  advancing  late-stage  compounds, 
Cephalon  is  preparing  an  expanded 
portfolio  of  therapies  that  promise  to 
meet  unmet  medical  needs." 

With  more  than  1,700  people  in 
the  U.S.  and  Europe,  Cephalon  has 
achieved  industry-leading  sales  and 
earnings  growth  while  having  a 
profound  impact  on  human  health. 


M  Cephalon 

deliver  more' 
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City's  character. 

Evidence  for  this  can  be 
found  in  statistics.  The  num- 
ber of  restaurants,  for  exam- 
ple, rose  more  than  200% 
in  the  last. decade  and  now 
includes  restaurants  by  mas- 
ter restaurateurs  such  as 
Stephen  Starr,  as  well  as 
the  legendary  Bookbinders, 
scheduled  to  reopen  later 
this  year.  The  number  of  con- 
venience and  grocery  stores 
in  the  city  grew  by  14% 
between  2002  and  2003,  and 
the  number  of  gyms  and  spas 
rose  by  15%  during  the  same 
period.  At  last  count,  there 
were  58  nightclubs  in  Center 
City,  most  of  which  have 
opened  in  the  past  ten  years. 
Best  of  all  is  Philadelphia's 
cost  of  living,  which  is  much 
lower  than  in  other  eastern 
cities.  Because  of  the  afford- 
able housing  costs,  an  individ- 
ual or  a  family  in  Philadelphia 
with  an  income  of  $69,000 
would  need  to  earn  $145,289 
to  maintain  the  same  standard 
of  living  in  New  York,  accord- 
ing to  the  Center  City  District 
report.  "The  affordability  in 
the  city  is  surpassed  by  the 
values  available  throughout 
the  area,  and  is  just  part  of 
what  makes  the  region  so 
enjoyable,"  says  Shannon  of 
Select  Greater  Philadelphia. 

With  this  renaissance  has 
come  a  renewed  emphasis  on  the  arts 
and  nightlife,  which  have  catapulted  the 
place  from  an  area  where  people  closed 
up  at  5  p.m.  to  an  area  where  people 
stay  and  congregate.  This  includes  the 
spectacular  $265  million  Kimmel  Center 
for  the  Performing  Arts,  which  opened 
in  2001  on  the  city's  Avenue  of  the 
Arts.  The  450,000-square-foot  center  is 
home  to  several  performing  arts  com- 
panies, including  the  world-renowned 
Philadelphia  Orchestra;  the  Pennsylvania 
Ballet;  PHILADANCO,  a  modern  dance 
troupe;  the  Opera  Company  of 
Philadelphia;  the  Philly  Pops;  and  the 
Chamber  Orchestra  of  Philadelphia.  The 
Kimmel  Center  also  produces  "Broadway 


Pennsylvania  Convention  Center  Grand  Hall 


Kimmel  Center  for  the  Performing  Arts 

at  the  Academy,"  with  shows  such  a 
Oklahoma,  Les  Miserables,  The  Lion  Kin< 
and  The  King  and  I. 

"I  see  the  Kimmel  growing  and  the 
area  around  us  in  all  directions  growing 
says  Janice  Price,  president  and  chie 
executive  officer  of  the  center.  "Look  a 
whaf:  has  happened  in  New  York  in  the 
area  near  Lincoln  Center.  I  use  the  analo 
gy  that  the  arts  are  like  a  pebble  throwr 
in  a  pond;  the  water  just  keeps  spreading 
in  concentric  circles.  That  is  what  an  art 
center  can  do  for  economic  develop 
ment."  Already,  she  says,  the  center  ha 
spawned  growth  in  regional  theater 
dance  companies  and  chamber  music 
production.  The  three  largest  companie 


Technology. 
Medicine. 
Drexel. 

Thriving  on  our  research  connections 

Drexel  University's  research  enterprise  connects  the  nation's 
largest  private  medical  school  to  Drexel's  engineering 
program,  one  of  America's  most  innovative.  The  result  is 
changing  the  future  of  medicine 

Drexel  is  a  longstanding  leader  in  technology  and  bio- 
engineering  research,  and  the  Drexel  University 
College  of  Medicine  boasts  one  of  America's 
strongest  academic  traditions.  The  synergy 
created  by  Drexel's  union  of  technology 
and  medicine  drives  our  strategic 
direction  forthe  new  century. 


Research  Connections 

Biodefense 
Biomedical  imaging 
Bioinformattcs 
Bionanotechnology 
Biosensors 
Cognitive  sciences 

Communications  and  information  network! n 
Nanomateriats 
Neuroengineering 
Pain  management 
Pharmaceuticals 
Powergrid  critical  infrastructure 
Protein  sciences 


The  I M.  Pc;  designed  Edmund  D.  Bossone  Research  Enterprise  Center 
will  open  this  fall,  creating  a  focal  point  for  research  campus-wide. 


Make  the  Drexel  research  connection 

For  more  information  about  research  at  Drexel,  contact  our 
Office  of  Research  at  215-895-5849  or  research@drexel.edu. 


UNIVERSITY 
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John  J.  Brennan 

Chairman  and  CEO 

THE  VANGUARD 
GROUP 


The  Vanguard  Group,  headquartered 
in  Valley  Forge,  Pennsylvania,  traces 
its  roots  to  the  founding  of  its  first 
mutual  fund,  Wellington  Fund,  in 
1928.  Today,  with  assets  of  more 
than  $700  billion,  Vanguard  is  the 
nation's  second-largest  no-load 
mutual  fund  company  and  a  leading 
provider  of  employer-sponsored 
retirement  plan  services.  Vanguard 
services  17  million  shareholders  and 
offers  126  funds  to  U.S.  investors. 
Vanguard  also  offers  brokerage 
services,  variable  and  fixed  annu- 
ities, and  life  insurance,  as  well 
as  financial  planning  and  asset 
management  services. 

A  leader  in  the  mutual  fund  industry, 
Vanguard  is  known  for  providing 
competitive  investment  perfor- 
mance, a  broad  array  of  funds,  top- 
quality  service  and  the  industry's 
lowest  average  expense  ratios. 
Vanguard  is  the  industry's  only 
mutual  fund  company  —  existing 
only  to  serve  its  mutual  fund  share- 
holders. Vanguard  seeks  a  long-term 
relationship  with  clients  and  is  com- 
mitted to  serving  them  with  integrity, 
honesty  and  a  spirit  of  fair  dealing. 


—  Walnut  Street  Theater,  Arden  Theatre 
Company  and  Wilma  Theater  —  had  a 
combined  audience  of  more  than 
500,000  last  year. 

NEW  JERSEY  AND  DELAWARE: 
AN  AGE  OF  RENEWAL 

This  evidence  of  rebirth  is  hardly  limited 
to  Philadelphia.  Directly  across  the  river 
in  Camden,  N.J.,  for  example,  a  massive 
revitalization  campaign  spurred  by  a  $175 
million  effort  by  the  state  of  New  Jersey 
has  led  to  a  major  turnaround.  Here,  the 


and  growth  in  the  financial  services  ar 
education  sectors,  Camden  is  showir 
major  signs  of  rejuvenation.  Under  tr 
leadership  of  former  Governors  To 
Kean  and  Jim  Florio,  and  continuir 
with  current  Governor  Jim  McGreeve 
an  assortment  of  tax  incentive  ar 
investment  initiatives  brought  new  li 
to  the  area.  The  site  of  the  form 
Campbell's  Soup  Factory,  for  instanc 
was  sold  to  the  state  for  $1  and  is  no 
home  to  Lockheed's  technology  ar 


New  Jersey  State  Aquarium  can  be 
found  on  the  banks  of  the  Delaware,  and 
a  new  minor-league  baseball  park  has 
taken  shape  near  the  base  of  the  Ben 
Franklin  Bridge  that  connects  Camden  to 
Philadelphia.  Everywhere,  condominium 
and  rental  apartments  are  being  con- 
structed in  once-empty  commercial  build- 
ings, including  the  RCA  Victor  Company's 
former  East  Coast  headquarters,  with  its 
landmark  tower  containing  a  stained-glass 
rendition  of  "Little  Nipper"  listening  to 
his  master's  voice. 

With  state  grants,  tax  abatements 


Woodcrest  Corporate  Center  in  Cherry  Hill,  N.J 
serves  as  a  model  for  smart  growth  by  recyclin 
an  old,  empty  factory  into  the  region's  premie 
Tier  One  Operations  Center,  which  will  house 
over  1,200  Towers  Perrin  employees.  The 
330,000-square-foot  center,  developed  by  O'Ne 
Properties  Group  and  Strategic  Realty  Advisor 
offers  more  than  eight  acres  of  office  space  in 
one  architecturally  dynamic  building. 


lib 


/elopment,  Wilmington,  Del. 


research  center.  Recently,  an  "Invest 
Camden  Day"  was  held  with  banke 
and  real  estate  developers  and  met  w 
great  success. 

While  Camden  is  undergoing  one 
the  largest  urban  revitalizations  ar 
where  in  the  nation,  Sou 
Jersey  as  a  whole  is  also  m; 
ing  strides  in  attracting  bu 
nesses.  "We're  finding  si 
cess  with  companies  that  c 
interested  in  competitive  loo 
tions  on  the  East  Coast,"  sa 
Daniel  Levine,  New  Jerse' 
assistant  state  treasurer.  "T 
combination  of  a  highly  educ 
ed  workforce,  affordable  hoi 
ing  and  superior  transportati 
logistics  is  something  they  fi  - 
very  appealing." 
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Farther  south  in  Wilmington,  Del., 
3development  programs   have  also 
een  changing  the  landscape,  says 
Michael  S.  Purzycki,  executive  director 
f  the  Riverfront  Development  Corporation 
f  Delaware.  "For  years,  businesspeople 
i  n  the  Amtrak  didn't  have  a  very  good 
npression  of  Wilmington  from  what 
ley  could  see  through  the  train  win- 
ows,"  he  says.  With  an  infusion  of 
■tate  and  private  money,  the  organiza- 
''  on  began  buying  properties  in  the  area, 
len  began  enticing  companies  to  move 
i.  The  Riverfront  Development  Corp. 
Was    successfully   courted  Amtrak's 
lational  Operations  Center,  the  North 
Imerican  headquarters  of  the  financial 
flprvices  company  ING,  and  Juniper 
■nancial  Services  to  move  to  the  area. 

The  area  has  become  eminently 
wable  as  well.  Focusing  on  the  riverfront 
-y  the  Christiana  River  that  flows  into 
lie  Delaware,  the  organization  has 
.rcouraged  restaurant  development, 
iund  a  home  for  the  Delaware  Center 
>r  Contemporary  Arts  as  well  as  the 
iverfront    Market,    and    built  the 
verwalk  so  that  people  can  stroll  along 
ie  waterfront.  New  housing  in  the  area 
being  constructed  and,  in  one  mea- 
;jre  of  success,  all  but  six  units  of  a  63- 
lit  townhouse  development  were  sold 
•cently  within  24  hours  of  being  offered 
S  the  market.  "That  is  the  best  sign  that 
redevelopment  project  is  successful, 
hen  you  begin  seeing  people  move 
like  this,"  says  Purzycki.  "They're  not 
i  ping  to  move  here  if  there  aren't  things 
>  do  or  if  they  don't  feel  safe." 
'#  According    to    the    most  recent 
•svelopment  Report  Card  for  the  States, 
IBlaware,  under  current  Governor  Ruth 
hn  Minner,  ranks  No.  1  in  investment 
:ij  private  research  and  development.  This 
*  vestment  in  innovation  is  one  reason 
:e  Delaware  Valley  remains  a  leader 
!  both  attracting  scientists  and  engineers 
:d  developing  the  next  generation  of 
novators,  as  demonstrated  by  a  high 
(■ncentration  of  science  and  engineering 
laduate   students.   Building  on  this 
i:ellectual  infrastructure  is  the  Delaware 
ichnology  Park  in  New  Castle  County,  a 
inprofit  partnership  among  industry, 
lademia  and  government.  One  of  the 
Lique  features  of  the  park  is  its  ability  to 
are    resources    that    benefit  both 


researchers  and  innovative  entrepreneurs. 

"By  clustering  high-tech  business 
and  fostering  a  collaborative  and  interdis- 
ciplinary environment,  the  Technology 
Park  has  attracted  a  multicultural  work- 
force of  top-notch  scientists  and 
researchers,"  says  Mike  Bowman,  chair- 
man and  president  of  the  Delaware 


Technology  Park.  The  Technology  Park  is 
home  to  some  of  the  most  progressive 
start-up  companies  and  research  centers 
in  the  country,  and  includes  the  Delaware 
Biotechnology  Institute,  a  unit  of  the 
University  of  Delaware  and  a  nationally 
recognized  center  of  excellence  in 
biotechnology  and  the  life  sciences. 


Over  9,000  businesses.  A  population  of  over  78,000 
downtown  residents.  37%  of  whom  walk  to  work. 
More  than  37  million  square  feet  of  Class  A  and  B 
office  space.  The  hub  of  a  9  county  region  of  more 
than  5  million  residents.  Within  2  hours  flying  time 
of  50%  of  the  nation.  More  than  2,400  retail  shops. 
Nearly  200  restaurants  that  serve  dinner.  54  bars 
and  nightclubs.  After  all,  30%  of  the  population 
is  between  25  and  34  An  eye-opening  51 
coffeehouses.  21  diners.  10,300  hotel  rooms.  And 
8.2  million  visitors  annually.  Not  to  mention,  14 
institutions  of  higher  learning  with  90,000  students. 
37  museums  and  cultural  institutions.  13  theaters. 
5,652  metered  parking  spaces.  523  parking  lots  and 
garages  with  44,450  parking  spaces.  Over  300,000 
downtown  employees.  62  bus,  trolley,  regional 
and  high-speed  rail  lines.  No  wonder  70%  of  office 
workers  take  transit  to  work.  35  daily  Amtrak  trains 
to  Boston.  77  to  Washington,  D.C.  97  to  the  Big 
Apple.  An  extraordinarily  competitive  cost  of  living 
—  2/3  the  cost  of  Boston,  1/2  the  cost  of  New  York. 


CENTER  CITY  PHILADELPHIA. 
HOWEVER  YOU  DO  THE  NUMBERS,  WE  COME  OUT  AHEAD. 

Looking  to  relocate  or  expand  your  business  in  Center  City? 

Visit  www.centercityphila.org  and  click  on  "Doing  Business"  for  a  current  listing  of 

options  and  direct  connections  to  brokers. 

Make  it  Center  City.  ?jj£n 


Mark  S.  Schweiker 

President  and  CEO 
Greater  Philadelphia 
Chamber  of  Commerce 
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GREATER  PHILADELPHIA 
CHAMBER  OF  COMMERCE 
Get  Involved.  Get  results. 

philachamber.com 


The  Greater  Philadelphia  Chamber 
of  Commerce  (GPCC)  has  recently 
expanded  its  focus  to  create  and 
implement  initiatives  that  bring 
companies,  talent  and  investments 
to  Greater  Philadelphia.  An  important 
part  of  that  effort  is  the  formation 
of  Select  Greater  Philadelphia 
("Select").  Select  is  the  Greater 
Philadelphia  region's  first  comprehen- 
sive marketing  effort  to  attract,  retain 
and  grow  businesses  in  the  region. 
Select's  mission  is  to  position  the 
region  as  a  place  to  prosper,  giving 
interested  parties  a  new  reason  to 
consider  the  Philadelphia  region  as 
a  top-tier  place  to  do  business. 

In  addition  to  its  national  advertising 
and  public  relations  campaign,  Select 
is  a  one-stop  shop  for  information, 
research  on  the  region  and  introduc- 
tions to  key  business  leaders. 

The  efforts  of  Select  Greater 
Philadelphia  will  lead  to  high-wage 
jobs,  new  business  opportunities 
and  wealth  creation  for  the  region. 

Whether  attracting  new  corporations, 
strengthening  existing  commerce  or 
fostering  entrepreneurship,  Select  is 
dedicated  to  propelling  the  region  to 
greater  prosperity. 

Please  visit  Select's  award- 
winning  Web  site,  now  available 
in  seven  languages  at 
www.selectgreaterphiladelphia.com. 


SELECT 

GREATER  PHILADELPHIA 

the  place  to  prosper 
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Tm  from  New  York,  and  have  lived  in  a  number  of  cities, 

including  Chicago,  before  moving  to  Philadelphia.  I  can  tell  you  thai 
by  comparison,  the  level  of  hassle  you  go  through  in  your  day-to- 
day life  in  this  area  is  nothing  compared  to  other  cities.  With  the 
ease  of  getting  around,  the  friendliness  of  the  inhabitants,  the  low 
cost  of  so  many  things,  and  the  just  plain  pleasantness  of  it  all,  the 
quality  of  life  is  off  the  charts.  Then  you  factor  in  the  physical  prox- 
imity of  everything,  from  New  York,  to  Washington,  D.C.,  to  the 
Jersey  Shore  and  the  mountains,  and  it's  more  amazing  still." 

—  Richard  Badler,  Senior  Vice  President,  Corporate  Communications,  Unisys  Corporati 


"The  ability  to  collaborate,  share 
resources  and  interact  with  other  high- 
tech companies  in  close  proximity  gives 
academic  and  business  partners  alike  an 
unmatched  competitive  advantage," 
says  Dale  Ervm,  director  of  economic 
development  of  the  New  Castle  County 
Economic  Development  Council. 

A  CENTER  OF 
TRANSPORTATION 

Glance  at  a  map,  and  what  is  most  strik- 
ing about  the  Greater  Philadelphia  area 
is  its  location,  right  in  the  heart  of  the 
Northeast  Corridor  and  midway  between 
New  York  and  Washington,  D.C  By  train 
New  York  is  only  an  hour  away; 
Washington,  D.C,  is  about  two  hours. 
The  city  remains  just  a  two-hour  flight 
from  about  80%  of  the  population  in  the 
United  States,  with  easy  and  direct  con- 
nections to  Europe  and  South  America. 

With  the  improvements  made  at 
Philadelphia  International  Airport,  reaching 
that  population  has  become  easier  and 
more  enjoyable.  In  the  past  three  years, 
the  airport  has  undergone  more  than  $1 
billion  in  improvements  and  expansion. 
The  185,000-square-foot  facility  now  has 
four  levels  and  is  a  glass-enclosed  struc- 
ture that  dominates  the  airport  landscape. 
The  airport  has  29  airlines  providing 
nonstop  service  to  more  than  1 00  domes- 
tic and  30  international  destinations. 
Southwest  Airlines  has  just  joined  the  list 
of  carriers,  which  has  lowered  the  cost  of 
domestic  air  travel  to  and  from  the  city. 
Last  year  about  3.4  million  passengers 
used  the  airport,  a  figure  that  is  expected 


to  burgeon  in  the  coming  years. 

"What  is  amazing  is  the  ease  wi 
which  you  can  get  in  and  out  of  the  city 
says  Richard  G.  Phillips,  chairman,  pre 
dent  and  chief  executive  officer  of  Pil 
Air  Freight,  a  global  transportation  cor 
pany  whose  headquarters  are  in  Great 
Philadelphia.  In  fact,  his  company  h 
built  an  entire  business  out  of  that  pre 
imity,  using  air,  land  and  sea  freight  f 
deliveries.  "We've  grown  from  a  comp 
ny  that  did  $73  million  in  1994,  and 
2003,  in  the  face  of  a  global  recessic 
did  $250  million.  Our  location  in  Great 
Philadelphia  has  given  us  a  tremendo' 
advantage." 

A  PLACE  OF  HIGHER  LEARNiNC 

One  of  the  biggest  segments 
the  Greater  Philadelphia  economy 
higher  education.  "We  have  over  ! 
universities  and  colleges  within  tl 
region,  and  just  look  at  the  qualii 
Swarthmore,  University  of  Pennsylvan 
Haverford,  Villanova,  Temple,  S 
Joseph's,  University  of  Delawar 
Princeton,  Rutgers  and,  of  cours 
Drexel,"  says  Dr.  Constantine  Papadak 
president  of  Drexel  University.  "Wi 
54,000  degrees  awarded  each  ye 
and  nearly  300,000  students  in  t! 
region,  Greater  Philadelphia  is  cleai 
a  hotbed  of  'hire'  intelligence,  attracts 
and  producing  the  talented,  smart  woi 
ers  that  today's  businesses  demand 
be  competitive." 

Papadakis  sees  first-hand  how  si 
dents  and  their  families  view  the  an 
skeptically   when   they   arrive,  the 


matches  their  steady  transformation  as 
ley  fall  in  love  with  it.  "Almost  unani- 
lously  they  tell  us  that  they  are  sur- 
rised  by  how  safe  and  clean  the  city  is," 
e  says.  "The  perception  of  Philadelphia 
nd  the  area  doesn't  match  the  reality." 
lany  come  to  Drexel  in  particular 
ecause  of  the  school's  prominence  in 
jchnology  and  the  overall  quality  of  the 
ducation  it  provides.  They  also  come 
ecause  they  want  an  urban  location. 

Like  other  colleges  and  institutes  in 
ie  area,  Drexel  is  able  to  capitalize  on 
ie  region's  vast  resources  to  entice  the 
est  students  and  professors.  "We  offer 
i  co-op  education,  which  means  that 
fter  their  freshman  year,  the  students 
oend  six  months  in  classes  and  then  six 
lonths  working,"  says  Papadakis.  "We 
se  the  companies  in  Philadelphia  as  a 
jal-life  laboratory  for  our  students.  We 
jSO  have  student  volunteers  who  teach 
nd  work  in  the  public  schools.  They  also 
sip  with  community  organizations." 

When  not  studying  and  working, 
:udents  —  like  everyone  else  in  the 
reater  Philadelphia  area  —  are  attract- 
ti  to  the  cultural  institutions.  "What  we 
p  for  freshmen  orientation  is  give  each 
jtudent  a  roll  of  tokens  and  tell  them  to 
i>ur  the  city, "  says  Papadakis.  "We  also 
ve  them  one  of  those  single-use 
femeras  and  say,  have  somebody  take 
i  ctures  of  you  in  the  places  you  visit. 
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They  are  amazed  when  they  find  out  all 
that  the  Philadelphia  area  has  to  offer." 
This  appeal  works  greatly  to  the 
region's  advantage.  "About  two-thirds 
of  our  students  ultimately  stay  and 
work  in  the  region." 

One  company  that  has  drawn  on  the 
area's  scholarly  excellence  as  well  as 
its  location  is  Cephalon,  one  of  the  fastest- 
growing  biotech-based  pharmaceutical 
companies.  "The  advantages  of  this  region 
for  entrepreneurs  are  many,  especially 
for  those  building  companies  in  the  life 
science  industry,"  says  Frank  Baldino  Jr., 
Ph.D.,  founder,  chairman  and  chief  execu- 
tive officer  of  the  company,  whose  total 
revenue  grew  41  %  in  2003  compared  with 
2002  and  is  on  track  to  grow  at  a  similar 
rate  again  this  year. 

"Philadelphia  has  more  medical 
schools  than  any  city  in  America.  Most 
of  the  major  pharmaceutical  companies 
are  within  100  miles  of  Philadelphia, 
and  in  this  highly  regulated  and  capital- 
intensive  industry,  it  is  a  distinct  advan- 
tage to  be  within  one  hour  of  New  York 
City  and  Washington,  D.C.  As  you  build 
a  global  business,  it's  notable  that  in 
Greater  Philadelphia  you  are  approxi- 
mately equidistant  from  San  Francisco 
and  London,"  says  Baldino. 

Another  company  that  has  used 
this  fact  to  its  advantage  is  Wachovia 
Bank,  which  has  5,000  employees  in 


Jay  Sidhu 

Chairman,  President  and  CFO 


SOVEREIGN 
BAM  I 


Sovereign  had  a  successful  year  in 
2003.  It  also  marked  the  17th  year 
that  Sovereign  Bancorp  has  been 
a  publicly  traded  company.  In  that 
time,  we've  grown  tremendously, 
and  we're  now  at  $55  billion 
pro  forma.  But  our  goal  isn't  to 
grow  just  to  be  bigger.  Our  goal 
is  to  be  better. 

And  we  are  better.  We've 
invested  heavily  in  our  people 
over  the  past  few  years,  and  today 
we  have  the  most  talented  group 
of  team  members  in  our  history. 
We  believe  the  bank  with  the  best 
team  members  will  deliver  the 
best  financial  solutions. 

Besides  investing  in  our  people, 
we've  also  expanded  our  offerings 
to  include  sophisticated  cash 
management  and  capital  markets 
products,  as  well  as  a  full  range 
of  asset  and  wealth  management 
services.  And  we've  grown  to 
become  the  20tn-largest  business 
lender  in  the  United  States. 

At  Sovereign  Bank,  we're  getting 
better  every  day.  And  people  are 
noticing. 


For  1 20  years, 
Philadelphia  University 
has  given  students  from 
around  the  world  the 

power  to  do  what 
they  love  most.  From 
architecture  to  design, 

health  to  textiles, 
business  to  science, 
faculty  and  students 
work  together  to 
explore,  build,  lead, 
solve,  create... DO! 

Philadelphia  University 

Power 


215.951.2700 
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"As  we  promote  the  region,  it  will  become  a  place  that  relocatior 

specialists  consider  when  advising  a  company  on  a  move.  As  in 
every  business,  there  is  something  of  a  herd  mentality  at  work. 
When  someone  makes  a  contrarian  decision  to  be  in  Philadelphia 
then  others  start  asking,  'What  am  I  missing?'  Then  they  start 
taking  a  closer  look  at  Philadelphia." 

—  John  J.  Brennan,  Chairman  and  CEO.  The  Vanguard  Groi 


The  Benjamin  Franklin  Parkway  is  home  to  many  of  Philadelphia's  cultural  institutions,  such 
as  the  Philadelphia  Art  Museum,  and  offers  some  great  examples  of  the  city's  public  art. 


Philadelphia  and  about  7,500  in  the 
region.  "We're  the  region's  leading  bank 
when  measured  in  market  share,"  says 
Hugh  Long,  chief  executive  officer  for 
Pennsylvania  and  Delaware.  "The  region 
has  many  resources,  and  its  many  col- 
leges and  universities  are  a  component 
that  sets  it  apart.  They  provide  the  infra- 
structure for  an  educated  workforce." 

TOURISM  ON  THE  RISE 

Another  measure  of  the  region's  resur- 
gence is  the  increasing  number  of 
tourists  who  can  be  found  here.  This  has 
been  spurred  by  the  Greater  Philadelphia 
Tourism  Marketing  Corporation,  which 
has  created  a  successful  pair  of  popular 
new  campaigns.  One  is  "Philadelphia.  The 
Place  That  Loves  You  Back."  Another  is 
geared  toward  the  overnighters  and 
reads:  "Philly's  More  Fun  When  You  Sleep 
Over."  The  organization  is  also  involved  in 
a  groundbreaking  campaign  designed  to 
highlight  the  area's  gay-friendly  attributes. 
This  features  the  memorable  campaign 


slogan,  "Get  your  history  straight  ar 
your  nightlife  gay."  These  various  car 
paigns  are  yielding  tremendous  resull 
In  2002,  the  most  recent  year  for  whu 
numbers  are  available,  more  than  < 
million  visitors  came  to  the  area,  an 
overnight  stays  rose  39.5%  compart 
with  five  years  earlier,  says  Meryl  Levr 
president  and  chief  executive  offic 
of  the  organization.  "These  tourists  spe 
a  total  of  $5.3  billion  and  supports 
125,000  regional  jobs.  When  you  ao 
indirect  and  induced  impact,  the  to 
effect  in  the  region  is  $9  billion." 

For  those  in  search  of  outdo 
escapes,  the  Jersey  Shore  is  just  over 
hour  away  to  the  east,  as  are  the  hikn 
and  skiing  trails  of  the  Pocono  Mountai 
to  the  north.  There  are  also  simp 
pleasures  to  be  had,  such  as  paddln 
through  the  pristine  waters  of  the  Ne 
Jersey  Pine  Barrens  in  a  rented  cane 
Philadelphia  has  its  outdoor  beauty 
well,  particularly  along  the  Schuylkill  Riv 
that  flows  through  the  city.  Nothi 


296,000  full  or  part-time 
students 


83  colleges  and 
universities 


80%  of  world's 
largest  drug  companies 
have  offices  here 


#2  in  the  nation 
for  employment  in  drug 
manufacturing 


A  high  percentage  of 

university  and  * 
industry  collaboration 


27,000  faculty 
teaching  and  conducting 
research 


There's  a  reason  it's  called  Greater  Philadelphia.  To  find  out 
more  about  moving  or  growing  your  business  visit  our  website  at 
selectgreatei  philadelphia.com  or  give  us  a  call  at  800-221 -0774. 


SELECT 

GREATER  PHILADELPHIA 

the  place  to  prosper 


Richard  G.  Phillips 

Chairman,  President  and  CEO 

PILOT 
AIR  FREIGHT 

For  the  past  ten  years,  Richard  G. 
Phillips  has  been  the  driving  force 
behind  the  surge  of  Pilot  Air  Freight. 
As  chairman,  president  and  CEO, 
Phillips  has  taken  the  firm  from 
$73  million  in  1994  to  $250  million 
in  revenue  last  year.  With  his  "out- 
side the  box"  thinking,  Phillips  has 
demonstrated  the  company's  versatil- 
ity by  introducing  a  home  delivery 
service,  establishing  a  ground  trans- 
portation network,  opening  protocols 
with  the  U.S.  government  and 
making  many  other  innovations. 

"I  take  great  pride  in  our  accomplish- 
ments as  the  preeminent  freight 
forwarder  in  the  U.S.  Our  ability  to 
provide  customized  solutions  for 
shippers  everywhere  is  a  direct  result 
of  the  passion,  dedication  and  pride 
that  our  employees  bring  to  the  job 
every  day,"  Phillips  says. 

In  2003,  Pilot  shipped  more  than  420 
million  pounds  of  cargo  worldwide. 
Evolving  beyond  its  domestic  bound- 
aries, Pilot  recently  launched  the 
World  Freight  Alliance,  a  partnership 
of  leading  global  freight  forwarders 
that  extends  its  presence  to  more 
than  200  countries  throughout  the 
world.  "As  the  centerpiece  of  the 
World  Freight  Alliance,  we  have 
bridged  all  geographical,  language 
and  cultural  barriers,"  Phillips  adds. 
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"This  region  is  becoming  a  mecca  for  biotechnology  and  other 

life  science  enterprises.  The' number  of  venture  capital  firms  in  this 
region  has  tripled  over  the  past  seven  years,  as  has  the  number  of 
start-up  companies.  State-funded  initiatives  are  bridging  the  gap 
between  academic  research  and  industry  by  providing  sorely  needed 
seed  investments  in  early  stage  technologies,  creating  new  jobs  and 
new  opportunities  in  the  process.  As  I  travel  and  meet  people  makinc 
choices  about  where  to  locate,  I  encourage  them  to  consider  being 
part  of  the  new  and  exciting  economy  we  are  building  in  Greater 
Philadelphia.  I  can't  think  of  a  better  place  to  build  a  business." 

—  Frank  Baldino  Jr.,  Ph.D,  Founder,  Chairman  and  CEO,  Cephalon,  Inc 


surpasses  the  quiet  romance  of  watching 
the  rowers  on  the  water,  a  scene  that 
19tn-century  painter  Thomas  Eakins 
captured  with  everlasting  beauty.  The 
year  2003  marked  the  inauguration  of 
the  Schuylkill  River  Park  Trail,  which 
extends  from  Kelly  Drive  in  the  urban 
heart  of  Philadelphia  some  22  miles 
west  to  Valley  Forge. 

Despite  all  that's  currently  available 
for  tourists,  the  region  continues  to 
move  ahead  with  plans  to  make  things 
even  more  enticing.  Penn's  Landing  in 
Philadelphia  and  the  Delaware  River  Port 
Authority  plan  a  two-city,  two-state  tram 
that  will  create  a  link  between  attractions 
in  New  Jersey  and  Pennsylvania.  In 
nearby  Valley  Forge,  site  of  George 
Washington  and  the  Continental  Army's 
winter  encampment,  the  $100  million 
21 -acre  National  Center  for  the  American 
Revolution  is  scheduled  to  open  in  2006. 
In  that  same  year,  the  new  $100  million 
National  Museum  of  American  Jewish 
History  will  also  open  on  Philadelphia's 
Independence  Mall. 

"While  Meryl  Levitz  and  her  team 
have  done  a  wonderful  job  with  tourism, 
we're  not  willing  to  stop  there,"  says 
Shannon  of  Select  Greater  Philadelphia. 
"We  think  the  region  offers  a  good 
home  base  for  companies  and  their 
employees  to  live  here  and  experience 
these  things  every  day.  In  fact,  a  large 
number  of  people  find  this  a  great  place 
to  work  because  it  offers  such  a  large 
combination  of  urban,  suburban  and 
rural  diversions." 


A  GREAT  PI_ACE  TO  LIVE 
AND  WORK 
As  one  of  the  region's  largest  financia 
institutions,  Sovereign  Bank  has  pridec 
itself  on  its  motto  "of  having  grown  bic 
by  remaining  small,"  says  Barry  W 
Linington,  the  bank's  managing  directO1 
for  commercial  banking,  Philadelphia  anc 
southeastern  Pennsylvania.  "Our  chair 
man,  Jay  Sidhu,  talks  about  'out-localinc 
the  nationals  and  out-nationaling  the 
locals.'  "  In  a  sense.  Greater  Philadelphia 
as  a  whole  has  accomplished  the  same 
feat.  It  has  managed  to  thrive  anc 
emerge  as  a  world-class  metropolis 
while  still  retaining  the  touch  and  feel  o 
a  collection  of  far  smaller  communities 
It,  too,  has  succeeded  in  growing  big  b\ 
remaining  small. 

"We  conducted  a  survey  with  the 
Greater  Philadelphia  Chamber  o 
Commerce,  and  the  results  surpnsec 
us,"  says  Linington.  "A  total  of  70%  o 
the  businesspeople  surveyed  felt  tha 
institutions  of  higher  learning  were 
one  of  Philadelphia's  greatest  strengths 
64%  thought  it  was  cultural  attractions 
and  56%  thought  it  was  the  location  o 
the  region."  What  is  most  appealing  tc 
him,  he  says,  "is  that  there  seems  tc 
be  something  for  everyone,  and  none  o 
it  is  overwhelming." 

One  thing  people  are  attracted  to 
of  course,  is  the  sports  complex  locatec 
at  the  end  of  the  Avenue  of  the  Arts 
"The  passion  of  Philadelphia  sports 
well  known,"  says  David  Montgomery, 
president  of  the  Phillies,  with  a  greal 


WHAT  CAN  A 

SPARK  PLUG 

TEACH  US  ABOUT 

ECONOMIC  DEVELOPMENT? 


A  little  input  can  generate  a  lot  of  power. 

Wisdom  is  everywhere.  Uncommon  wisdom  is  knowing  how  to  apply  it.  We  all  have 
something  to  offer.  Something  that  will  support  the  advancement  and  well-being 
of  us  all.  We're  glad  to  do  our  part  for  our  communities  and  our  economy  by 
participating  the  best  way  we  know  how.  Work  with  us.  Together,  we  can  achieve 
uncommon  things. 


WACHOVIA 

Uncommon  Wisdom 
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The  Wachovia  Center  is  one  of  the  premier  sports 
arenas  in  the  country. 


deal  of  understatement.  "Fans  in  this 
city  know  their  sports  and  it  shows. 
People  around  the  country  recognize 
the  passion  of  the  Philadelphia  sports 
fan."  The  love  for  sports  among  resi- 
dents has  deepened  even  further  with 
the  construction  of  a  new  natural-grass- 
and-dirt  ballfield  for  the  Phillies  at  the 
Citizens  Bank  Park  and  a  new  football 
stadium  for  the  Eagles  at  Lincoln 
Financial  Field.  These,  combined  with  a 


Meryl  Levitz 

President  and  CEO 


GREATER  PHILADELPHIA 
TOURISM  MARKETING 
CORPORATION 

Working  with  city  and  regional 
governments,  attractions  and  hotels, 
the  Greater  Philadelphia  Tourism 
Marketing  Corporation  (GPTMC) 
promotes  Philadelphia  and  its 
countryside  as  an  accessible, 
affordable  and  desirable  destination. 

Visitors  spend  $5.3  billion  a  year 
he"fe  —  that's  $14.5  million  a  day 
on  lodging,  dining,  shopping  and 
touring,  supporting  125,000  jobs 
and  raising  the  profile  of  the  region 
and  the  quality  of  life  for  residents. 

We  invite  you  to  make  our 
Philadelphia  your  Philadelphia  — 
it's  never  been  better. 


Greate 


rourism  Marketing 


Philadelphia  and  Its  Countryside 

gophila.com 


basketball  and  hockey  cen- 
ter for  the  76ers  and  the 
Flyers  at  the  Wachovia 
Center,  create  an  unsur- 
passed sports  complex. 

Other  companies  have 
found  it  easy  to  attract 
workers  with  amenities 
such  as  these  in  the  area. 
"Greater  Philadelphia  is 
attractive  to  us  for  the 
depth  and  breadth  of  its 
labor  force,"  says  John 
Brennan,  chairman  and 
chief  executive  officer,  the 
Vanguard  Group.  "The  quality  of  life  in  our 
region  is  an  important  factor  in  our  ability 
to  attract  young  people.  We  tell  our 
employees  when  they  are  hired  that  we 
want  Vanguard  to  be  your  last  job, 
because  we're  looking  for  people  who  are 
going  to  stay.  Being  located  in  the  Greater 
Philadelphia  area  makes  that  commit- 
ment an  easy  one." 

As  for  the  region,  "Greater  Philadelphia 
is  second  to  no  other  area  of  the  coun- 
try," says  Brennan.  "We  have  fantastic 
secondary  education,  which  is  very 
important  in  attracting  employees  with 
families.  The  majority  of  our  employees 
are  from  this  area,  but  we  draw  from 
across  the  nation  and  around  the  world," 
he  says.  "I've  lived  here  for  22  years,  and 
I  can  say  it  is  the  best  place  to  live.  I'm 
Philadelphia's  biggest  fan." 

One  of  the  advantages  to  being  in 
Greater  Philadelphia,  he  says,  is  that 
workers  are  far  less  subject  to  what  he 
calls  "group  think."  In  New  York,  he  says, 
"people  in  this  business  have  lunch 
together,  they  socialize  together  and 


you  start  to  get  a  mind-set  about  an  issui 
that  limits  your  possibilities.  Here,  you'n 
free  to  create."  That  has  worked  ti 
Vanguard's  advantage  through  the  years 
he  says.  "Vanguard  made  the  decision  t< 
be  in  Greater  Philadelphia  because  w 
wanted  to  live  here.  We  could  locate  an\, 
where,  but  we  made  a  conscious  dec 
sion  to  be  here  because  of  all  Philadelphi 
has  to  offer,"  he  says.  "We  really  have  a 
unbelievable  location,  and  the  region  i 
becoming  increasingly  attractive  to  top) 
notch  talent  from  around  the  nation." 

PHILADELPHIANS,  ONE  AND  ALU 
While  it  would  be  impossible  to  reduce  a 
of  Greater  Philadelphia's  charms  and  advar 
tages  to  a  single  list,  Mary  K.  Dougherty  - 
the  Nicole  Miller  clothing  representativ 
and  shop  owner  —  knows  that  a  love  fc 
the  area  is  almost  universal  among  thos 
who  live  here.  "I  have  traveled  a  lot  oi 
my  own  and  in  my  last  20  years  of  wor 
in  my  wnolesale  company,  and  as  a  resuj 
I  have  seen  every  shopping  area  and  I  fee 
like  I  know  every  nook  and  cranny  on  th 
East  Coast,"  she  says.  "And  after  all  tha 
traveling  I  have  to  say,  to  me,  Philadelphi 
has  the  most  to  offer,  not  only  profes 
sionally,  but  personally."  This  is  reflecte< 
by  the  pride  that  residents  have  in  the 
multifaceted  metropolis.  "Whether  yo 
live  in  Center  City,  or  the  Main  Line  sub 
urbs  of  Philadelphia,  or  in  New  Jersey,  c 
Delaware,  we  all  have  one  thing  in  corr 
mon:  When  people  ask  where  we'n 
from,  we  all  say  Philadelphia." 

As  a  region,  says  Dougherty,  "I  thin 
that  we  are  the  diamond  in  the  rough"  - 
but  one  that's  taking  on  a  brighter  repu 
tation  every  day.  • 
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www.cephalon.com 

Drexel  University 

www.drexel.edu 

Greater  Philadelphia  Chamber  of  Commerce 

www.philachamber.com 

Greater  Philadelphia  Tourism 
Marketing  Corporation 

www.gophila.com 

Philadelphia  International  Airport 

www.phl.org 

Philadelphia  University 

www.philau.edu 

Pilot  Air  Freight 

www.pilotair.com 

>^ 

Select  Greater  Philadelphia 

www.selectgreaterphiladelphia.com 

Sovereign  Bank 

www.sovereignbank.com 

Unisys  Corporation 

www.unisys.com 

The  Vanguard  Group 

www.vanguard.com 

_____ 

Wachovia  Bank 

www.wachovia.com 
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Chapter  17  Targt h  Rewrment_ 


Funds 


Sometimes,  the  best  way  to 
manage  your  retirement  fund 

is  to  ignore  it. 

No  matter  your  age,  it  never  hurts  to  plan  for  the  future.  But  managing 

a  plan  often  takes  time  and  expertise  you  don't  have.  With  Vanguard* 

Target  Retirement  Funds,  all  you  do  is  tell  us  the  year  you'd  like  to  stop 

working,  and  we  do  all  the 

work  for  you. 
First,  our  Target  Retirement 

Funds  balance  your  money 

appropriately  between  stocks, 

bonds,  and  cash.  Then  they 
automatically  monitor  your 
investments,  rebalancing 
your  assets  to  reduce  risk 
as  you  get  closer  to 
retirement.  These  are 
Vanguard00  funds, 
so  you  get  all  the 
benefits  of  our  persistently  low  fees  and  expenses. 

There  is,  of  course,  an  element  of  risk  in  any  investment.  To  learn  how 
these  retirement  funds  pay  personal  attention  to  your  money,  please  call  us 
Or  visit  Vanguard.com?  We  can  help. 


THEVfemguaidGROUP. 


Re^t^^Xii^blfore" ,      innC'Une''nVeStment  obiectives'  risks>  charges,  expenses,  and  other  information. 

Head  It  carefully  before  I,      sting.  ©  2004  The  Vanguard  Group.  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation.  Distributor. 


AS  THESE  TEN  METRO  AREAS  ILLUSTRATE,  NOT  EVERY 
NEW  JOB  NEEDS  TO  HEAD  SOMEPLACE  OFFSHORE. 


BY  KURT  BADENHAUSEN 

k  UTSOURCING  MAY  BE  ALL  THE  RAGE  THESE  DAYS.  BUT  MANY  COMPANIES  ARE 
still  looking  homeward — with  good  reason:  low  business  costs  and  an  edu- 
cated work  force.  For  our  sixth  annual  survey  of  Best  Places  for  Business  and 
Careers,  we  turned  to  Economy.com,  the  West  Chester,  Pa.-based  economic 
and  financial  research  firm.  The  resulting  business  cost  index  weighs 
expenses  related  to  labor,  energy,  taxes  and  office  space.  To  assess  the  qualifications  of 
the  work  force  we  took  into  account  the  concentration  of  college  graduates  and  Ph.D.s 
in  an  area.  We  also  factored  in  job  and  income  growth,  migration  patterns  and  crime 
rates.  This  year  we  added  a  culture  and  leisure  index  to  the  rankings.  Compiled  by 
Portland,  Ore.  consultant  Bertrand  Sperling,  the  index  considers  such  amenities  as 
museums,  theaters,  golf  courses  and  sports  teams.  For  more  detailed  information  on 
the  150  largest  metro  areas,  go  to  www.forbes.com/bestplaces,  where  you'll  also  find  a 
ranking  of  1 68  smaller  metro  areas  and  their  vital  stats. 


1  Madison,  Wis. 

Population:  443,000.  Job  Growth:  1.5%. 
income  Growth:  4.3%.  Big  Employers:  Univer- 
sity of  Wisconsin,  University  Hospital  &  Clin- 
ics, American  Family  Insurance,  Meriter  Health 
Services,  CUNA  Mutual  Group. 
IN  MADISON  41%  OF  THE  ADULT  POPULA- 
tion  has  a  college  degree — almost  twice  the 
national  average.  Per  capita  income  is  grow- 
ing quickly.  All  that  helps  create  a  tight 
labor  market:  At  2.7%,  unemployment 
is  the  lowest  of  any  of  the  150  largest 
metro  areas. 
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2  Raleigh-Durham,  N.C. 

Population:  1,268,000.  Job  Growth:  1.1%. 
Income  Growth:  2.4%.  Big  Employers:  Duke 
University  &  Medical  Center,  University  of 
North  Carolina  at  Chapel  Hill,  IBM,  North 
Carolina  State  University,  UNC  Health  Care. 
RESEARCH  TRIANGLE  PARK  IN  RALEIGH  - 
Durham  is  home  to  nearly  40,000  employ- 
ees at  more  than  130  companies,  including 
SAS  and  Cisco.  Total  job  growth  is  expected 
to  rise  14%  in  the  next  five  years. 

3  Austin,  Tex. 

Population:  1,349,000.  Job  Growth:  1.7%. 
Income  Growth:  3.5%.  Big  Employers:  Univer- 
sity of  Texas,  Dell,  Motorola,  IBM,  Seton  Health- 
care Network. 

LAST  YEAR'S  TOP-RANKED  METRO  AREA, 
Austin  has  been  hurt  by  tech's  slowdown. 
But  things  are  looking  up.  Apple  and  AMD 
recendy  expanded  operations  there.  And 
patent  issuance  was  up  10%  last  year. 

4  Washington,  D.C.- 
Northern  Va. 

Population:  5,162,000  Job  Growth:  2.1% 
Income  Growth:  4.3%  Big  Employers:  Verizon 
Communications,  Safeway,  Marriott  Interna- 
tional, Inova  Health  System,  US  Airways. 

THE  DISTRICT  OF  COLUMBIA  ITSELF 
makes  up  only  12%  of  the  population  of 
the  total  metro  area,  which  includes  parts 
of  Maryland,  Virginia  and  West  Virginia. 
It  ranks  among  the  top  regions  for  edu- 
cated work  force,  income  growth  and  cul- 
ture and  leisure.  Only  high  costs  keep  it 
from  ranking  first  overall. 

5  Atlanta,  Ga. 

Population:  4,386,000.  Job  Growth:  1.1%. 
Income  Growth:  2.9%.  Big  Employers: 
BellSouth,  Delta  Air  Lines,  Kroger,  Emory 
University,  Publix  Supermarkets. 

BUSINESS  COSTS  IN  ATLANTA  ARE  THE 
lowest  of  any  area  with  a  population  of 
more  than  4  million,  and  6%  below  the  na- 
tional average.  Two  other  plusses:  It  has  the 
most  industrial  diversity  within  the  top- 
rated  areas;  Atlanta's  Hartsfield-Jackson 
airport  has  the  second-greatest  number  of 
flights  of  any  airport  in  the  world. 

6  Provo,  Utah 

Population:  388,000  Job  Growth:  1.5%. 
Income  Growth:  2.1%.  Big  Employers:  Brigham 
Young  University,  Utah  Valley  State  College, 


Washington,  D  C 
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For  men  who  take 
the  plunge. 


The  first  Aquatimer  surfaced  onto  the  market  in  1967. 
Now,  almost  40  years  later,  the  time  has  come  for  a  successor: 
the  Aquatimer  Chrono-Automatic,  with  a  mechanical 
chronograph  movement,  unidirectional  rotating  bezel  under 

sapphire  glass,  exclusive  bracelet  system  developed 
by  IWC  and  a  case  diameter  of  42  mm.  Water-resistant  to 
400  feet.  Ref.  3719  in  stainless  steel.  Also  available 
in  titanium  and  with  a  rubber  strap. 


IWC 

Since  1868. 
And  for  as  long  as  there  are  men. 


CUssic  DEsiqNs 

FiiNt  JtwrlERS 

2213GlendaleC,alleria  ~  Glendale,  CA  91210 
Tel:  (818)  546-2919  ~  Fax:(818)546-1002 
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<  Places 

IHC  Health  Services,  Convergys,  Novell. 

LOW  COSTS  KEEPS  PROVO  ON  THE  RADAR 
for  companies  looking  to  relocate  or 
expand.  Business  expenses  are  7%  lower 
than  the  average  in  the  U.S.  Per  capita 
income  is  only  $19,300  compared  with 
the  national  average  of  $30,400.  Helping 
to  feed  the  labor  force  is  one  of  the  high- 
est birth  rates  in  the  country. 

7  Boise,  Idaho 

Population:  465,000.  Job  Growth:  2.5%. 
Income  Growth:  1.9%.  Big  Employers:  Micron 
Technology,  Mountain  Home  Air  Force  Base, 
St.  Luke's  Regional  Medical  Center,  Albertsons, 
Hewlett-Packard. 

WHILE  NOT  EXACTLY  A  TRANSPORTATION 
hub,  Boise  continues  to  attract  people 
from  all  over  the  nation  thanks  to  low 
costs  and  job  growth  that  has  risen  more 
than  three  times  the  national  average  dur- 
ing the  past  five  years.  Boise's  net  migra- 
tion rate  ranks  fifth  overall  at  2.0%  a  year. 


Atlanta,  Ga. 


8  Huntsville,  Ala. 

Population:  354,000.  Job  Growth:  1.2%. 
Income  Growth:  0.1%.  Big  Employers:  U.S. 
Army  Redstone  Arsenal,  Huntsville  Hospital 
System,  Cinram  International,  NASA,  Boeing. 

WHAT  HUNTSVILLE  LACKS  IN  SIZE  IT 
makes  up  for  in  brains:  31%  of  the  popu- 
lation has  a  college  degree  (U.S.  average: 
24%).  Pentagon  contracts  account  for  25% 
of  the  region's  nominal  GDP  in  2002,  the 
highest  rate  in  the  U.S. 

9  Lexington,  Ky. 

Population:  490,000.  Job  Growth:  -0.1%. 
Income  Growth:  1.8%.  Big  Employers:  Univer- 
sity of  Kentucky,  Toyota  Motor,  Lexmark 
International,  St.  Joseph  Hospital,  Central  Bap- 
tist Hospital. 

THE  HORSE  CAPITAL  OF  THE  WORLD  HAS 
the  second-lowest  business  costs,  after 
Albuquerque,  N.M.,  of  any  area  with  a 
population  greater  than  200,000,  and 
they're  19%  below  the  national  average. 

10  Richmond,  Va. 

Population:  1,023,000.  Job  Growth:  1.0%. 
Income  Growth:  3.2%.  Big  Employers:  Capital 
One  Financial,  Philip  Morris  USA,  HCA,  Wal-Mart. 

A  METRO  AREA  FOR  ALL  SEASONS,  RICH- 
mond  is  the  only  area  to  rank  in  the  top 
half  of  our  list  for  each  of  the  nine  criteria 
we  examined. 
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Aetna  HealthFund® 


Looking  for  people  to  help 
you  control  costs? 

They're  just  down  the  hall. 

Did  you  ever  think  your  fellow  employees 
could  help  you  control  health  care  costs? 
They  can,  with  the  Aetna  HealthFund 
integrated  suite  of  Health,  Dental,  Pharmacy 
and  Long-Term  Care  plans.  Employers 
allocate  a  fund  amount  for  participating 
employees  that  they  can  use  to  pay  for 
covered  services,  even  long-term  care 
premiums.  And  any  unused  portion  rolls 
over  for  them  to  use  the  following  year* 
You  give  your  employees  responsibility  for 
managing  their  own  spending,  and  we'll 
give  them  the  information  they  need  to 
spend  wisely.  It's  the  first  integrated  benefit 
suite  of  its  kind.  And  it's  only  from  Aetna, 
the  pioneer  in  consumer-directed  plans. 
Call  your  broker,  Aetna  representative,  or 
visit  us  today  at  aetna.com. 


©  2004  Aetna  Inc  Aetna  HealthFund*  plans  are  ottered  through  Aetna  Lite  Insurance  Company.  Plans  contain 
exclusions  and  limitations.  Deductibles  apply.  Aetna  DentalFund is  available  on  a  sell-funded  basis  with  a 
January,  2004  elective  date  Aetna  PharmacyFund™  is  available  on  a  self-funded  basis  with  a  January,  2004 
effective  date.  'Roll  over  feature  may  depend  on  remaining  in  this  plan  with  your  current  employer. 
-200403 


We  want  you  to  know 


KAetna* 
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Disability 

Long-Term  Care 

Life 
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The  best  metro 
areas  to  launch 
a  business  or 
a  career  often 
revolve  around 
universities  that 
offer  a  diverse, 
educated  work 
force  and, 
especially  when 
they  are  far  from 
big  cities,  relatively 
low  costs.  Such 
regions — Raleigh, 
Austin  and  Ann 
Arbor  among 
them — are  also 
attractive  places 
to  live,  judging 
by  the  patterns  of 
migration. 
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150  Biggest  Regions 


BUSINESS  COSTS 


LIVING  EXPENSES 


Rank 

Location 

1 

Albuquerque.  NM 

74.4 

2 

Lexington,  KY 

80.5 

3 

Tulsa,  OK 

83.1 

4 

Oklahoma  City,  OK 

84.0 

5 

Salem,  OR 

84.8 

U.S.  Average 

100.0 

146 

Fresno,  CA 

119.5 

147 

Los  Angeles,  CA 

119.6 

148 

San  Diego,  CA 

121.0 

149 

Boston,  MA 

124.0 

150 

New  York,  NY 

127.8 
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Rank 

Location 

1 

Peoria,  IL 

85.2 

2 

Saginaw,  Ml 

85.9 

3 

Davenport,  tA 

86.3 

4 

Fort  Wayne,  IN 

86.4 

5 

Brownsville,  TX 

87.1 

mm 

U.S.  Average 

100.0 

146 

New  York,  NY 

132.0 

147 

Salinas,  CA 

132.1 

148 

Boston,  MA 

132.4 

149 

San  Jose,  CA 

147.5 

150 

San  Francisco,  CA 

148.3 

Rank 

Location 

1 

Nassau-Suffolk,  NY 

1,968 

2 

Middlesex,  NJ 

2,211 

3 

Ventura,  CA 

2,266 

4 

Monmouth,  NJ 

2,296 

5 

Orange,  NY 

2,380 

U.S.  Average 

4,434 

146 

Little  Rock,  AR 

6,806 

147 

Phoenix,  AZ 

6,847 

148 

Miami,  FL 

7,171 

149 

Memphis,  TN 

7,416 

150 

Tucson,  AZ 

7,543 

MN 
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1-50 

51-100 

101-150 


I  COLLEGE  DEGREES2  UNEMPLOYMENT  CULTURE  &  LEISURE  INDEX 


Rank  Location  Rank  Location  Rank  Location 

1  San  Francisco,  CA  43.6%          1  Madison,  Wl                   2.7%  1  Los  Angeles,  CA  100 

2  Washington,  DC-Nor  VA  41.8            2  Washington,  DC-Nor  VA      3.4  2  New  York,  NY  100 

3  Madison,  Wl  40.6            3  Knoxville,  TN                  3.5  3  Chicago,  IL  99 

4  San  Jose,  CA  40.5            4  Honolulu,  HI                  3.6  4  San  Francisco,  CA  99 

5  Boston,  MA  39.5            4  Sarasota,  FL                   3.6  5  Boston,  MA  99 

146  Hickory,  NC  13.6  146  Modesto,  CA  11.4  146  Brownsville,  TX  26 

147  Bakersfield,  CA  13.5  147  Bakersfield,  CA  12.3  147  Huntsville,  AL  24 

148  Brownsville,  TX  13.4  148  McAllen.TX  13.4  148  McAllen.TX  24 

149  McAllen,TX   12.9  149  Fresno,  CA  13.9  149  Lafayette,  LA  23 

150  Visalia.  CA  11.5  150  Visalia,  CA  15.3  150  Visalia,  CA  21 


'Crimes  per  100,000  residents.  2Share  of  population  over  age  25  with  a  bachelor's  degree  or  higher.  Sources:  Economy.com;  Sperling's  BestPlaces;  FBI  Index  of  Crime. 
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Nice  Try 

Hawaii's  new  Republican 
governor  is  laboring  to 
make  the  islands  more 
business-friendly.  That 
could  take  a  while. 

BY  MICHAEL  MAIELLO 


Till  M  ARK  THl-l  DOG  DAYS  Ol  LINDA 
Lingle's  administration.  In  2003,  her 
inaugural  year,  Hawaii's  first  Repub- 
lican governor  in  four  decades  managed  to 
alter  I  lawaii's  pet-quarantine  laws  so  that 
a  visiting  canine  can  roam  free  after  just 
five  days  in  a  kennel,  instead  of  three 
months.  Oprah  Winfrey,  ecstatic  that  she 
can  now  pack  her  pooch  on  vacation, 
called  the  governor  to  congratulate  her. 

That's  about  it  for  improvements  in 
Hawaii's  business  climate.  When  she  looks 
out  the  window  of  the  governor's  man- 
sion each  morning,  Lingle,  50,  who  served 
ten  years  as  a  Maui  County  Council  mem- 
ber and  then  eight  as  Maui's  mayor,  sees  a 
capitol  building  where  she  has  few  friends. 
In  Hawaii's  two-house  legislature  Democ- 
rats outnumber  Republicans  56-to-20. 
Her  opponents  have  blocked  efforts  to  cre- 
ate local  school  boards,  curtail  the  islands' 
growing  methamphetamine  trade  and 
lower  a  battery  of  taxes.  "It's  obvious  thai 
some  in  the  majority  have  not  gotten  over 
losing  the  governorship,"  Lingle  says. 

Two  years  ago  we  likened  doing  busi- 
ness in  Honolulu  to  committing  financial 
suicide,  citing  the  state's  high  taxes  and  myr- 
iad of  costly  regulations.  It  was  a  bad  situa- 
tion exacerbated  by  rising  unemployment 
and  deteriorating  personal  income  as  the 
tourism  industry  suffered  post-terrorism 
syndrome.  Since  then  tourism  has  picked 
up  to  near  2000  levels;  personal  income  is 
up  4%  a  year  for  the  last  five  years;  unem- 
ployment dropped  to  3.6\>  in  2003,  against 
a  5.6%  national  average.  On  our  list  of  Best 


Places  for  Business  and  Careers,  Honolulu 
now  ranks  113  out  of  150  cities.  Not  great, 
but  at  least  it's  broken  out  of  the  bottom  10. 

A  positive  sign:  reports  that  Ripple- 
wood  Holdings  and  Carlyle  Group  are 
sniffing  around  for  real  estate  bargains. 
Koyo-USA,  a  Japanese  food  company,  re- 
cently invested  $35  million  to  bottle  desali- 
nated Hawaiian  seawater  to  be  sold  in  Asia. 
Lingle  hopes  improving  Asian  economies 
will  help  Hawaii,  but  Standard  &  Poor's 
economist  Gabriel  Petek  says  they've  had 
no  measurable  effect  so  far.  At  least,  he 
adds,  the  state's  $3.4  billion  in  debt  is  stable. 

But  Hawaii's  ability  to  pay  creditors 
rests  on  its  status  as  the  most  tax-loving 
state  in  the  union.  Its  per  capita  tax  bur- 


them  with  New  Jersey-style  rate  controls 
and  rules  against  leaving.  The  4%  tax  on 
premiums  reminds  insurers  that  they  have- 
no  friends  here.  Better  to  stay  away. 

Lingle  wanted  to  exempt  food  anc 
medicine  from  a  4%  excise  tax,  but  chose, 
instead,  to  pursue  a  "social  justice"  tax  cue 
to  release  1 9,000  low- wage  workers  fromi 
having  to  file  tax  returns.  No  luck  so  far, 
Her  best  shot  for  a  tax  slash  this  year  is  ai 
proposal  to  exempt  the  pay  of  soldiers  serv 
ing  in  combat  zones  from  state  taxes.  That 
amounts  to  roughly  8,000  people;  the  cut  is1 
worth  about  $20  million. 

She's  trying  to  end-run  congressional 
foes  by  staging  "Talk  Story"  sessions- 
town  meetings  in  schools  and  libraries 


BEST  SHOT  FOR  A  TAX  SLASH:  EXEMPTING 
SOLDIERS'  PAY,  TOTALING  ONLY  $20  MILLION. 


den  of  $2,768  is  nearly  50%  higher  than 
the  national  average,  reports  the  Tax  Foun- 
dation. Hawaii  derives  only  1.5%  of  its  tax 
revenue  from  businesses,  against  a  4.9% 
U.S.  average.  But  the  state  collects  47%  of 
its  revenue  from  sales  taxes,  impacting 
businesses  and  consumers  alike,  compared 
with  a  33.5%  average  for  all  states. 

Just  staying  in  business  is  expensive. 
Employers  must  provide  health  insurance 
even  for  part-time  workers,  at  an  average 
$2,900  a  year — 30%  more  than  two  years 
ago.  Lingle  argues  that  costs  would  drop  if 
new  insurers  entered  the  state.  But  insurers 
have  to  be  wary  of  the  risk  that  a  left-lean- 
ing legislature  will  find  a  way  to  punish 


around  the  state — as  well  as  call-in  radio 
and  TV  shows.  Her  talks  with  voters  helped 
dissuade  the  legislature  from  implementing 
a  potentially  ruinous  cap  on  gas  prices.  The 
law,  signed  by  Lingle's  predecessor,  would 
limit  gas  station  profits  to  16  cents  a  gallon 
and  tie  wholesaler  profits  to  wholesale 
prices  in  California.  Because  the  Golden 
State's  retail  prices  have  climbed  past  $2.50 
a  gallon,  I  lawaii  pump  prices  would  theo- 
retically rocket  from  a  current  $2.07  to 
$2.31.  The  legislature  is  now  likely  to  put 
off  the  law  for  further  study. 

Lingle  will  have  to  be  satisfied  with 
tiny  victories.  She  may  be  governor,  but 
she's  not  running  the  place  yet.  F 


I 


! 
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Citrix  gives  us  an  extremely 

secure,  highly  efficient  access 
infrastructure  for  the  5,000 

employees— including  1,000 
mobile  users— at  our  head 
quarters  and  branch  offices. 
The  technology  has  really 
changed  the  way  the  company 
works— for  the  better." 

NoriakiShwUMemljerollheBoara 
ienior  Managing  Execute  Officer 
Sumitomo  Corporation 

<nfrastructurefortheon-demandenterpr.se 

At  Sumitomo  Corporate,  security  is  top  priority. 

o  when  this  member  of  Japans  elite  integrated 
trading  companies  needed  an  IT  infrastructure  that 
would  gIVe  its  employees  secure  access  to  critical 
applications  and  information  on-demand,  they 
chose  Citrix.  Perhaps  Sumitomo  knew  that  99%  0f 
&e  Fortune  500  uses  Citrix*  software  to  deploy 
application,  centrally  for  secure,  easy,  and  instant 
access  to  business-critical  information-anywhere 
anytime,  from  any  device.  We  call  it  the  on-demand 
enterprise.  And  it's  helping  more  than  120,000  of 
our  customers  save  money  and  reduce  IT  complexity. 
^e-n.hatwe  can  do  for  your  business,  call 
888-820-7918  or  visit  www.citrix.com. 

CiTRIX 
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Miami  Vise 


SQUEEZED  BETWEEN  ULTRARICH  AND  WRETCHEDLY  POOR, 
THE  COUNTY  CAN'T  SEEM  TO  FIND  ITS  BUSINESS  FOOTING. 

BY  LUISA  KROLL 


Tale  of  two  counties:  A  large  homeless  population  shares  the  area  with  showy  South  Beach  Miami 


WITH  ITS  PRISTINE  BEACHES  AND 
glamorous  night  spots,  Miami 
has  long  been  a  haven  for 
escapees,  from  political  refugees  to  col- 
lege kids  fleeing  winter.  Folks  and  busi- 
nesses are  still  fleeing — but  often  it's 
away  from  Miami-Dade  County.  In  the 
past  five  years  a  net  151,000  people, 
many  of  them  middle-class  residents, 
have  left  the  area  to  go  to  other  parts  of 
the  U.S.;  238,000  people  have  arrived 


from  abroad.  During  the  same  period 
job  growth  has  limped  along  at  an  aver- 
age 0.6%  annually.  Based  on  2002  census 
data  on  large  cities,  Miami  had  the  high- 
est poverty  rate,  31%;  for  all  of  Miami- 
Dade  it's  18%,  still  well  above  the  state 
and  national  levels.  Personal  income  is 
also  a  sagging  indicator.  The  region  has 
the  third-highest  crime  rate  of  any 
metro  area  in  our  Best  Places  for  Busi- 
ness and  Careers  survey. 


For  these  reasons,  coupled  with 
rising  business  costs,  Miami-Dade 
gets  our  booby  prize  this  year.  The 
metro  area  ranks  139  out  of  150  on 
our  list  of  Best  Places,  down  nine 
notches  from  last  year.  Hard  to  envi 
sion,  but  South  Beach  is  on  a  pai 
with  such  locales  as  Detroit  and 
Toledo. 

Look  closer  and  you'll  find  a  tale 
of  two  counties.  Strong  ties  to  Latin 
America  bring  in  diverse  cultura 
and  economic  crosscurrents  thai 
pose  challenges.  Those  immigrants 
account  for  a  large  majority  of  the 
area's  foreign-born  population,  now 
51 .4%  of  the  county.  And  they  exac 
erbate  an  already  vast  divide 
between  rich  and  poor.  Driven  by 
affluent  out-of-towners,  housing 
prices,  for  example,  are  up  52%  oven 
the  last  three  years,  far  outstripping 
income  growth.  At  the  same  time 
Miami's  lousy  public  school  system 
and  relative  paucity  of  college  grads 
help  create  a  low-wage,  low-tech 
economic  base.  That  makes  it  tough 
to  attract  large  and  high-tech 
corporations. 

Many  multinationals  have  set  up 
Latin  American  headquarters  in  the 
county — Cisco,  IBM  and  Oracle 
among  them.  But  most  are  small 
operations,  with  250  jobs  or  fewer.  In 
March,  Kraft  Foods  announced  plans  tc 
move  Latin  American  headquarters,  with 
130  positions,  from  Rye  Brook,  N.Y.  tc 
Coral  Gables,  another  Miami-Dade  city 
Such  outposts  are  often  expendable: 
BroadVision  set  up  an  office  in  Miami  in 
1999  but  closed  it  when  the  Latin  Ameri- 
can market  and  overall  economy  cooled. 

No  surprise  that  tourism  was  hard  hil 
by  Sept.  11.  Miami-Dade  hotel  occupancy 
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Chances  are,  your  employees  already  have  dentists  they  like.  Luckily  with  Direct  Reimbursement 
(DRf),  they  can  visit  any  dentist  they  want,  including  their  current  one.  They'll  also  enjoy  the 
simplicity  of  being  reimbursed  directly  by  dollars  spent,  not  by  type  of  treatment  received.  And  you'll 
like  how  simple  DR  is  to  administer,  whether  on  your  own  or  through  a  third-party  administrator. 
A  cost-effective  dental  plan  that  can  improve  employee  satisfaction.  Imagine  that. 


cos 

GEO  +  ADP  -  1  (great  ROl 


ADP  introduces  one  really  smart  investment  - 
Comprehensive  Outsourcing  Services  (COS) 


COS  is  ADPs  total  back-office-to-front-office  BPO  solution;  designed  to  give 
large  businesses  such  as  yours  a  competitive  edge.  With  ADP's  domain  expertise  and 
a  proven  track  record  spanning  50  years,  you  can  count  on  us  to  be  there  for  your 
business  today,  tomorrow  and  well  into  the  future.  Plus,  no  one  else  offers  as  wide  a 
range  of  services  as  ADP  -  payroll,  benefits,  human  resource  management,  time  & 
labor  management,  tax  filing  and  much  more.  That's  why  businesses  across  26 
countries  choose  ADP  for  their  HR  outsourcing  needs.  When  it  comes  to  cost 
savings,  financial  stability  and  a  company  you  can  rely  on,  it  all  adds  up  to  ADP. 


1-800- CALL-  ADP  www.adp.com 


HR  Information  Management  benefit  Administration  •  Small  Business  Services  •  Payroll  Services 
Tax  &  Compliance  Management  *  Time  &  Labor  Management  •  Professional  Employer  Organization 


The  ADP  Logo  is  a  registered  trademark  ot  ADP  of  North  America,  Inc. 


and  room  rates  have  only  recently 
rebounded  to  2001  levels.  Meantime, 
American  Airlines,  one  of  the  county's 
biggest  private  employers,  has  laid  off 
dozens  of  Miami-area  workers  in  recent 
years  and  avoided  Chapter  1 1  by  winning 
wage  and  benefit  concessions. 

Last  year  Commodore  Aviation 
racked  up  after  20  years  at  Miami  Inter- 
national Airport  to  escape  rising  rents 
ind  landing  fees  as  well  as  a  dearth  of 
ligh-skilled  workers.  It  relocated  its  air- 
:raft  maintenance  repair  to  Rome,  N.Y. 
average  annual  snowfall:  153  inches). 
Miami  is  also  feeling  heat  from  neigh- 
wring  Broward  and  Palm  Beach  coun- 
ies.  The  rivalry  peaked  a  couple  of  years 
igo,  when  Broward  reportedly  poached  a 

MIAMI-DADE  WAS 
NOT  EVEN  IN  THE 
RUNNING  FOR  A 
$500  MILLION 
BIOMEDICAL  CENTER. 

arnival  Cruise  call  center  and  a  Delta 
\ir  Lines  reservations  group.  Last  month 
ippliance  maker  Applica  announced  it 
vas  moving  300  jobs  north  to  Broward. 
Vliami-Dade  wasn't  even  in  the  running 
or  a  $500  million  biomedical  center  for 
he  Scripps  Research  Institute,  which 
:lected  to  go  into  Palm  Beach  County. 

There  are  bright  spots.  In  February 
standard  &  Poor's  bumped  up  Miami's 
)ond  rating  three  notches  to  A+.  Crime 
s  easing;  construction  is  booming.  The 
egion  is  becoming  an  even  more  vibrant 
:ultural  center.  Host  to  the  Latin  Gram- 
nys  last  year,  Miami  also  will  be  home  to 
he  2004  MTV  Video  Music  Awards,  the 
irst  time  in  its  20-year  history  the  show 
von't  air  from  New  York  or  Los  Angeles. 
K  $350  million  performing  arts  center 
lesigned  by  architect  Cesar  Pelli  is  slated 
o  open  in  2006. 

What  about  new  jobs?  Its  biggest 
lope  seems  to  hang  on  a  vast,  U.N.-like 
rade  association.  Miami  is  one  of  11 
:ities  in  the  U.S.  and  Latin  America  conn- 
oting to  become  the  permanent  Secre- 
ariat  of  the  Free  Trade  of  the  Americas. 
>ays  Claudia  Del  Toro,  managing  director 
)f  Invest  in  Miami:  "This  is  a  contest 
vliami  can't  afford  to  lose."  F 


What  makes 
a  superpower 


jg%  United 
%F  Technologies 

this  is  momentum 


Live  Free  or  Move 


BY  LAWRENCE  J.  MCQUILLAN 


iERE  SHOULD  YOU  LOCATE  NEW  BUSINESSES  AND 
subsidiaries?  In  states  with  the  fewest  regulatory 


body  blocks  and  fiscal  obstacles.  To  give  you  a  han- 
dle on  those  choices,  the  Pacific  Research  Institute 
for  Public  Policy  in  San  Francisco  has,  with  the 
help  of  economists  Ying  Huang  and  Robert  E.  McCormick  of 
Clemson  University,  created  a  U.S.  Economic  Freedom  Index. 

In  coming  up  with  our  ratings  we  evaluated  143  variables  for 
each  state,  using  the  most  recent  data.  This  snapshot  includes  tax 
rates,  state  spending,  occupational  licensing,  environmental  regu- 
lations, income  redistribution,  right-to-work  and  prevailing-wage 
laws,  tort  laws  and  the  number  of  government  agencies.  These  we 
grouped  into  five  sectors — fiscal,  regulatory,  judicial,  size  of  gov- 
ernment and  social  welfare.  For  each  of  the  143  variables  we 
ranked  states  from  1  (most  free)  to  50  (least  free),  calculated  an 
average  sector  ranking  and  then  weighted  them  to  get  an  overall 
score.  Welfare,  fiscal  and  regulatory  matters  counted  about 
equally;  government  size  and  judicial  ratings  counted  for  less. 
Kansas  came  up  number  one,  thanks  largely  to  its  respect  for 

WHERE  THE  OPPORTUNITIES  ARE 


property  rights:  It  engages  in  less  income  redistribution  am 
attracts  less  tort  litigation  than  most  states.  The  Kansas  legislatur 
is  now  considering  innovative  bills  exempting  custom  softwar 
from  sales  taxes  and  eliminating  the  state  franchise  tax  for  mos 
businesses — a  serenade  to  entrepreneurial  ears. 

With  the  fewest  regulatory  barriers,  Colorado  places  seconc 
The  state  also  ranks  high  in  the  fiscal  sector,  thanks  to  its  consti 
tutional  tax  limitation.  Virginia,  which  shows  restraint  in  incom 
redistribution,  is  third.  But  it  turns  out  that  the  South  on  th 
whole  does  not  live  up  to  its  image  as  a  business- friendly  regior 
The  most  hospitable  states  tend  to  be  in  the  Great  Plains  an< 
Rockies.  In  contrast,  Rhode  Island,  Connecticut,  California  an< 
New  York  have  the  most  punitive  policy  environments  for  eco 
nomic  opportunity. 

To  learn  more  about  how  your  state  rates,  visit  us  a 
forbes.com/bestplaces. 

Lawrence  J.  McQuillan,  Ph.D.,  is  Director  of  Business  and  Economi 
Studies  at  the  Pacific  Research  Institute  for  Public  Policy. 
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Helicopters  and  hydrogen  fuel  cells. 


/VW.UTC.COM 


Technology 

OPTICS 


HE  PHONE  RINGS.  YOU 
answer.  A  Barbie-doll-size 
hologram  of  your  daughter 
appears  on  your  desk.  She 
jumps  up  and  down  excitedly 
and  tells  you  about  her  report 
card.  Next  comes  an  international  telecon- 
ference. You  go  to  the  boardroom,  and 
there,  sitting  around  the  table,  are  three- 
dimensional  images  of  your  overseas  col- 
leagues talking  to  you.  After  work  you  go  to 
a  shop  to  buy  a  new  dress  for  your  daugh- 
ter. The  clerk  calls  up  a  life-size  hologram 
of  her  and  projects  different  items  on  her, 
letting  you  choose  the  ones  that  look  best. 

The  events  above  sound  like  science 
fiction,  but  they're  not.  The  technology 


behind  such  wonders  is  on  view  at 
research  labs  in  Japan.  Stunning  progress 
in  liquid  crystal  displays,  graphics  pro- 
cessing and  broadband  are  finally  bring- 
ing 3-D  displays  into  homes  and  offices — 
without  the  need  for  goofy  red-and-blue 
tinted  glasses. 

The  early  3-D  leader,  Japan's  Sharp 
Electronics,  has  sold  3  million  mobile 
phones  that  transform  2-D  photographs 
into  3-D  images  using  screen  filters  and 
software.  It  now  also  markets,  for  $3,200, 
a  laptop  with  a  button  that  can  turn 
almost  any  image  on  the  screen  into  a 
three-dimensional  one.  Sharp  is  consider- 
ing unveiling  laptops  later  this  year  that 
can  convert  any  DVD  movie  into  3-D. 


Companies  such  as  Matsushita,  Sanyo 
NEC  and  Toshiba  have  also  displayed  3-1 
televisions  and  mobiles  at  consumer  elec 
tronics  shows. 

A  consortium  of  30-plus  firms 
including  Boeing,  Intel  and  Adobe 
created  the  3-D  Industry  Forum  in  Apri 
to  remove  the  technical  barriers  and  se 
some  of  the  standards  underpinning  th< 
new  dimension.  The  group  will  helj 
companies  trade  technologies  and  pro 
mote  the  creation  of  3-D  entertainment 
e-shopping  and  other  applications.  Bette 
spatial  visualization  is  a  must  for  dozen, 
of  professions:  surgeons  training  fo 
arthroscopic  procedures,  drug  researcher 
modeling  how  complex  proteins  fold  ir 


Adventures  in 

Flat  screens  are  passe,  What's  next:  laptop  and  cell  phone  displays  that  pop  jl 


Hitachi  researchers  in  Japan  used  mirrors 
to  produce  this  hologram-like  image. 


upon  themselves,  petroleum  geologists 
mapping  miles-deep  oilfields. 

While  current  screens  have  a  great 
gee-whiz  feel,  they  are  still  a  far  cry  from 
achieving  the  effect  demanded  of  most 
three-dimensional  researchers:  a  realistic, 
moving  hologram  like  the  one  of  Princess 
Leia  projected  from  a  lens  inside  R2D2  in 
i  Star  Wars.  What  the  Japanese  screenmak- 


ers  have  done  is  merely 
split  a  screen  image  into 
two  or  more  vertical  slits, 
with  some  views  going  to 
the  left  eye  and  some  to 
the  right.  Since  human 
depth  perception  relies 
on  calculating  the  differ- 
ence between  the  angle  of  view  coming  to 
each  eye,  the  result  is  a  3-D  optical  illu- 
sion. The  catch  is  that  you  have  to  sit 
exactly  in  front  of  the  screen  to  witness 
the  effect.  People  looking  over  your 
shoulder  would  get  a  blurred  image. 

Sanyo  Electric's  R&D  department, 
which  has  been  working  for  15  years  on 
3-D,  has  come  up  with  a  plasma  TV  and 


an  LCD  screen  that  provide  a  much  more 
realistic  and  compelling  3-D  image  with  a 
wider  angle  of  view.  Their  technology 
uses  six  different  angles  of  view  so  people 
looking  from  different  directions  can  also 
see  in  3-D.  These  screens  will  be  marketed 
soon.  Their  first  appearance  will  be  as 
billboards  or  in  the  offices  of  product 
designers,  neurosurgeons  and  other  spe- 
cialists willing  to  pay  the  $20,000  or  more 
these  systems  will  cost.  Prices  should  fall 
dramatically  once  mass  production 
begins,  Sanyo  officials  say. 

The  downfall  of  these  so-called 
stereoscopic  displays  is  that,  over  time, 
they  cause  eye  fatigue  and  headaches.  Our 
eyes  are  used  to  converging  on  the  same 


rtiird  Dimension 

he  foreground.  Before  too  long,  well  be  talking  to  3-D  projections. 
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spot  we're  focusing  on,  but  stereoscopic 
screens  force  our  eyes  to  focus  on  a  point 
several  inches  in  front  of  the  convergence 
point.  The  brain  gets  disoriented  trying  to 
reconcile  the  difference  between  the  dis- 
tance to  the  image  and  the  foreshortened 
viewing  angle.  But  Akira  Imai,  a  3-D 
researcher  at  Sharp,  says  the  effect  goes 
away  with  time  and  can  be  reduced  by 
avoiding  images  that  pop  too  far  off 
the  screen. 

The  next  generation  of  3-D  will  go 
beyond  stereovision  tricks  and  into  the 
realm  of  holography.  A  hologram  is  an 
empty  vessel  of  light,  an  extremely  high- 
resolution  recording  on  film  of  the  wave- 
fronts  of  light  after  they've  warped 
around  the  fringes  of  an  object.  They  look 
the  same  as  the  real  thing  from  all  direc- 
tions. Holography  has  been  around  since 
the  1940s,  but  much  of  the  theory  and 
math  behind  holographic  video  was 
completed  decades  later  at  Massachusetts 
Institute  of  Technology  by  a  team  led  by 
the  late  professor  Stephen  Benton. 


His  group  produced  the  first  (tiny) 
movie-like  holograms  in  the  early  1990s 
at  the  MIT  Media  Lab.  Because  every  pos- 
sible angle  of  view  has  to  be  computed 
synchronously  with  all  others,  Benton 
needed  1 5  supercomputers  to  do  the  nec- 
essary calculations.  Now  the  number 
crunching  can  be  done  with  a  single  PC, 
says  Toshio  Honda,  a  professor  of  engi- 
neering at  Japan's  Chiba  University  and  a 
former  Benton  student.  The  Media  Lab 
folks  are  producing  holographic  videos 
that  simulate  a  sense  of  touch,  ideal  for 
surgical  training,  using  four  $2,900 
Nvidia  graphics  cards  each  rendering  at 
32  gigabits  per  second. 

With  the  necessary  computing  power 
within  reach,  and  adequate  broadband  to 
send  that  much  information  over  long 
distances,  the  final  obstacle  to  developing 
true  holographic  video  systems  is  finding 
a  projector  or  display  with  fine  enough 
resolution  to  produce  a  hologram.  The 
resolution  needed  is  mind-boggling.  The 
best  display  on  the  market  today  is  IBM's 


Roentgen  screen,  a  16.3-incher  with  20( 
pixels  per  inch,  or  6.6  times  as  many  as  i 
conventional  PC  screen.  It  looks  almosl 
like  real  paper,  but  it  takes  a  supercom- 
puter to  render  full-motion  video  on  it 
For  a  hologram  you  would  need  tc 
increase  its  pixel  density  by  a  factor  of  ten 

"There  is  no  theoretical  limit  to  the 
picture  quality  of  LCD  screens,"  says 
Sharp's  Imai.  The  biggest  limiting  factoi 
until  now  was  transistor  size,  since  each 
pixel  on  an  LCD  screen  needs  one.  Sharp'^ 
new  finely  grained  silicon  technology 
could  ultimately  produce  transistors 
one-thousandth  the  size  of  current  ones 
well  in  range  of  holography.  He  figures  it 
would  take  a  decade  to  iron  out  produc- 
tion problems  and  get  hologram-capable 
screens  into  mass  production.  The  end 
result  would  be  a  sort  of  folding  screen 
that  would  project  a  hologram,  he  says. 

NTT  Docomo,  Japan's  mobile-call 
powerhouse,  is  preparing  for  such  a  day 
at  a  lab  near  Yokohama.  On  display  there 
is  a  hologram-like  miniature  image  of  a 


Deep  Storage 


The  data  storage  industry  has  always  been  two-dimensional, 
racing  to  jam  more  bits  onto  the  surfaces  of  magnetic  tape, 
CDs  or  DVDs.  At  some  point  in  the  next  decade  or  two,  when 
100-gigabyte  blue-ray  DVDs  will  barely  contain  the  high-def  Lord 
of  the  Rings  trilogy,  we'll  be  reaching  the  limits  of  2-D.  The  only 
escape  is  to  go  deeper,  using  the  full  depth  of  a  storage  medium. 

That's  the  trick  performed  by  holographic  disk  drives,  which 
record  a  series  of  l-million-bit  chunks  of  data  as  holographic 
"pages"  inside  a  light-sensitive  plastic  medium.  After  three  decades 
in  the  labs,  the  first  commercial  versions  of  holo-drives  should  be 
available  by  2005  or  early  2006.  These  drives  can  cram  200  giga- 
bytes within  a  5.25-inch-wide  disk,  about  40  times  as  many  as  you 
can  squeeze  onto  today's  DVDs.  Because  the  data  are  written  and 

How  data  are  recorded 


read  in  megabit  chunks,  holo-drives  can  transfer  data  at 
20  megabytes  per  second,  far  faster  than  optical  drives. 

How  it  works:  Ones  and  zeroes  of  digital  data  are  first  converted 
into  checkerboard  "pages"  of  bright  and  dark  pixels  using  a  liquid- 
crystal  panel  called  a  spatial  light  modulator.  A  laser  beam  passes 
through  the  modulator,  shining  that  interference  pattern  into  a 
light-sensitive  plastic  medium.  A  separate  reference  beam 
intersects  with  the  first  beam,  disrupting  the  chemistry  to  form  a 
unique  hologram.  The  page  of  bits  is  read  by  aiming  the  reference 
beam  at  the  given  location. 

Two  firms  are  racing  to  deliver  the  first  commercial  holo-drives: 
InPhase  Technologies  of  Longmont,  Colo,  and  Aprilis  in  Maynard, 
Mass.  InPhase,  with  partners  Imation  and  Maxell,  will  have  its  first 
drives  on  the  market  in  2006.  Aprilis  says  its  first  drives  will  be  out 
in  2005  and  that  it  has  already  sent  an  entire  holographic  system  for 
testing  at  a  U.S.  government  security  agency.        —Bruce  Upbin 
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/lichigan  has  attracted  over  10,000  new  business  and 
xpansion  projects  during  the  past  seven  years.  That's 
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l/e've  attracted  all  sorts  of  key  players-including  those 
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In  any  case,  we've  discovered  that  the  sky's  the  limit. 

Want  to  learn  more  about  how  we  can  help  your  business 
take  off?  Call  us  at  1.800.946.6829  or  visit  www.michigan.org. 
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prancing  girl  as  well  as  a 
full-size  still  image  of  the 
girl  at  the  clothing  shop. 
Docomo  engineers  will  not 
say  how  they  created  these 
holograms,  but  Japanese 
professors  familiar  with  the 
work  say  they  were  proba- 
bly made  by  carefully  align- 
ing mirrors  to  focus  several 
views  captured  from 
different  angles  on  the 
same  spot. 

Docomo  researchers 
have  already  been  able  to 
get,  in  ideal  experimental 
conditions,  mobile  trans- 
mission speeds  of  up  to 
one  gigabit  per  second. 
That's  far  short  of  the  30 
gigabits  per  second  needed 
for  holography,  but  data 
compression  could  cir- 
cumvent the  problem.  In 
which  case  all  that  will  be 
needed  for  mobile  holog- 
raphy a  decade  from  now 
will  be  public  acceptance 
of  swarms  of  miniature 
cameras  everywhere  so 
that  multi-angle  video 
images  can  be  converted  to 
holograms. 

Holographic-like  video 
conferences  are  already 
possible  at  low  resolution, 
using  off-the-shelf  tech- 
nology and  DSL  lines.  A 
system  capable  of  this  can 
be  seen  at  the  Hitachi  Ad- 
vanced Research  Labora- 
tory, nestled  in  a  forest  in 
the  Kokubunji  district  of 
Tokyo.  The  Hitachi  system 
uses  a  digital  video  camera  to  film  re- 
flections from  mirrors  surrounding  an 
object.  The  footage  is  then  transmitted 
to  a  home-theater-quality  projector, 
which  throws  the  image  onto  another  set 
of  mirrors  that  reflect  back  onto  a  very 
rapidly  spinning  screen.  The  result  is  a 
live  broadcast  of  a  three-dimensional 
image.  The  technique,  called  volumetric 
display,  is  not  that  different  from  the 
spinning,  slitted  cylinders  of  19th-cen- 
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skull-scorching  theory  is  gaining  support  among 
physicists  that  posits  the  universe  is  nothing  more 
i  than  an  elaborate  two-dimensional  place  with  only 
the  illusion  of  three.  Proponents  of  this  holographic  prin- 
ciple believe  that  all  of  the  complexities  of  reality  contain 
far  less  information  than  common  sense  would  suggest. 

Think  of  the  universe  as  a  computer  program. 
Programs  contain  information  coded  in  sets  of  ones  and 
zeros.  The  universe  also  contains  information  coded  with 
the  direction,  speed  and  positive  or  negative  charges  of 
subatomic  particles.  The  everyday  world  is  an  expres- 
sion of  the  information  in  those  particles  just  as  Microsoft 
Windows  is  an  expression  of  the  code  behind  it. 

But  the  universe's  code  is  surprisingly  efficient.  If 
you  were  to  assume  that  every  point  in  the  universe 
contained  some  information,  then  even  a  small  office 
would  be  so  densely  packed  with  particles  that  it  would 
collapse  in  on  itself  like  a  black  hole,  says  Raphael 
Bousso,  a  physics  professor  at  the  University  of  Califor- 
nia, Berkeley.  Since  even  the  messiest  offices  don't 
exhibit  that  behavior,  the  information  needed  to  describe 
a  room's  contents  could  easily  be  contained  on  the  sur- 
face of  the  walls,  floor  and  ceiling.  "The  world  has  one 
dimension  less  than  we  think  by  looking,"  says  Bousso. 
The  principle  is  more  metaphor  than  literal  description, 
but  last  summer  Jacob 
D.  Bekenstein  (who 
I    collaborated  with 
Stephen  Hawking  on 
his  groundbreaking 
study  of  black  holes  in  the 
1970s)  suggested  that  there 
might  be  more  to  the  theory: 
We  might  be  2-D  creatures 
whose  minds  have  given 
us  the  illusion  of  three 
dimensions  to  help  us  get 
around. 

—Michael  Maiello 


tury  photographer  Eadweard  Muybridge. 
Hitachi's  resolution  is  now  l,024-by-768 
lines,  but  this  could  easily  be  doubled. 
All  that  would  be  needed  for  a  holo- 
conference  would  be  an  array  of  spinning 
mirrors  and  projection  TVs  set  up 
around  a  table. 

You  thought  the  computer  market 
was  getting  tired?  No  way.  People  are 
always  going  to  want  something  fancier 
to  look  at.  F 
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SOFTWARE 


Customs  Solution 

Even  the  biggest  companies  screw  up  on  export  rules. 
Open  Harbor's  software  can  help. 

BY  DAVID  WHELAN 


Shippers  in  the  era  of  homeland  vigilance  need  the  equivalent  of  a  radar  detector. 


EVERY  MONTH  A  HUGE  CORPORA- 
tion  gets  dinged  with  the  global 
equivalent  of  a  speeding  ticket.  In 
December  Sun  Microsystems  paid 
$291,000  to  settle  federal  charges  that  it 
shipped  computer  equipment  that  had 
military  applications  to  Egypt  and 
China.  Later  that  month  Honeywell  paid 
$36,000  in  fines  for  selling  a  restricted 
chemical  in  Mexico.  In  February  Morton 
International  paid  $647,500  as  penance 
for  shipping  protected  chemicals  to 
Singapore  and  Taiwan. 

Trade  rules  were  confusing  enough 
before  Sept.  1 1  ushered  in  the  era  of 
homeland  vigilance.  Huge  multinational 
companies,  firms  you  would  think  should 
know  better,  continue  to  get  ensnarled  by 
the  seven  main  federal  agencies  that  regu- 
late how  and  where  they  can  ship  goods. 
The  government's  list  of  parties  barred 
from  importing  U.S.  goods,  now  8,000 
long,  changes  constandy.  Tariff  structures 
in  export  markets  are  just  as  tangled.  Last 
month  the  European  Union  imposed 


extra  duties  on  1,700  goods.  Import  a 
station  wagon  into  China  and  pay  a  38% 
tariff.  Import  the  body,  bumpers  and 
engine  separately  and  pay  17%. 

A  little  software  company  has  seized 
upon  this  confusion  and  turned  it  into  a 
fast-growing  business.  Open  Harbor,  in 
San  Carlos,  Calif.,  wants  to  be  global 
trade's  equivalent  of  a  radar  detector, 
replacing  the  practice  of  thumbing 
through  thick  tomes  of  trade  rules  and 
restrictions  with  a  fast  Web  service. 

Shippers  enter  their  product  and  des- 
tination data  on  the  Open  Harbor  inter- 
face, which  then  cross-references  the 
information  against  an  8-million-line 
Oracle  database,  updated  daily,  of  export 
rules,  documents  and  taxes  for  64  coun- 
tries. The  U.S.  bans  export  to  lots  of 
banal-sounding  firms  such  as  London's 
Atlas  Air  Conditioning,  SIRM  Holdings 
in  Rome  and  Vinale  Tours  in  Cancun, 
Mexico.  Open  Harbor  automatically 
flags  these  folks,  calculates  tariffs  and 
prints  out  all  the  product  compliance 


and  shipping  documents. 

"With  all  the  outsourcing,  there's 
more  international  trade,"  says  Open 
Harbor  Chairman  David  Pidwell.  "The 
only  way  to  handle  the  increased  volume 
is  automation." 

Mitsubishi  Electric,  Emerson  Electric, 
Flextronics  and  Tyco  have  all  signed  up. 
So  has  software  maker  BEA  Systems, 
which  uses  Open  Harbor  to  help  block 
Web  activity  and  downloads  by  nations 
or  parties  under  U.S.  security  restrictions, 
says  BEA  Chief  Information  Officer 
Rhonda  Hocker. 

Open  Harbor  charges  50  cents  to 
$1.25  per  shipment,  like  an  extra  postage 
stamp.  This  year  it  has  sold  multiyear 
subscriptions  for  12  million  transactions. 
Half  of  the  $10  million  it  expects  to  gross 
this  year  will  come  from  one  client,  DHL, 
the  big  German  shipper  that  competes 
with  UPS  and  FedEx.  DHL  uses  Open 
Harbor  to  automate  much  of  its  compli- 
ance and  documentation  process  at  its 
Ireland  and  Malaysia  customs-clearance 
locations.  Open  Harbor  claims  its  soft- 
ware cuts  the  number  of  customs  audits 
for  customers  by  50%. 

Open  Harbor  got  its  start  in  1999, 
when  two  entrepreneurial  brothers,  Paul 
and  Jay  Shen,  got  $20  million  to  build 
what  was  then  called  MyCustoms.  They 
planned  to  sell  their  software  to 
e-commerce  sites  so  shoppers  could 
order  things  like  digital  cameras  from 
overseas.  It  didn't  get  very  far  before  the 
dot-com  collapse.  In  2001  investors 
pushed  the  brothers  aside  and  changed 
the  name.  New  management  came  in 
and  refocused  on  big  corporate  shipping 
departments.  The  next  year  it  struck  a 
deal  with  DHL,  attracting  another  $30 
million  in  venture  capital. 

Open  Harbor  is  on  its  way  to  au- 
tomating the  customs  process  for  an- 
other 58  countries.  Pidwell  says  he  will 
need  another  $20  million  to  get  to  2006, 
when  the  company  hopes  to  turn  its 
first  profit.  "The  cost  of  moving  goods 
is  always  significant,"  says  Open  Har- 
bor investor  Thomas  Bredt  of  Menlo 
Ventures.  "But  the  cost  you  incur  by  not 
moving  those  goods  is  even  more 
significant."  F 
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Te c h n o logy  1  Digital  Tools 


by  Stephen  Manes 


What's  in  Your 
USB  Port? 


THE  PHYSICAL  FORMAT  OF  THE  THUMB  DRIVE— USB 
connector  at  one  end,  plastic  case  at  the  other — has  sud- 
denly become  what  Winnie  the  Pooh  called  "a  Useful 
Pot  to  Put  Things  In."  The  original  thing  was  memory, 
in  quantities  far  greater  than  floppy  disks  can  handle. 
But  now  the  format  encompasses 
everything  from  Wi-Fi  adapters  to 
cameras  that  can  shoot  video. 

Memory  remains  the  primary 
use  for  die  sneakernet  set.  Plug  this 
data-on-a-stick  into  a  USB  port, 
and  a  new  drive  is  suddenly  avail- 
able to  do  your  storage  bidding — 
no  driver  installation  required  un- 
less you're  using  an  older  operating 
system.  You  can  get  32  megabytes 
for  about  $15;  a  256-megabyte 

model  with  the  higher-speed  USB  2.0  goes  for  as  little  as  $50. 

As  USB  memory  becomes  a  commodity,  manufacturers  are  de- 
veloping new  features.  If  you're  willing  to  pay  a  steep  premium  for 
cuteness  ( 16  megabytes  for  $50,  256  for  $150),  you  can  get  a  tiny 
model  that  slips  into  a  plastic  duckling  and  lights  it  up  from  the  in- 
side— the  iDuck  from  Dynamism.com.  Better  idea:  an  expandable 
combo  drive  like  the  $50  Kanguru  64MB  MicroDrive  Plus.  It  comes 
with  its  own  memory  but  can  also  accept  SD  cards  like  the  ones  that 
fit  into  many  digital  cameras. 

Some  USB  drives  now  ship  with  helpful  software.  Lexar 
Media's  JumpDrive  Traveler  comes  with  three  special  programs 
aimed  at  those  who  often  switch  from  one  machine  to  another. 
One  lets  you  access  Internet  Explorer  on  a  machine  that's  not 
yours  without  leaving  cookies,  history  or  other  traces  of  your 
surfing  on  the  machine's  hard  drive;  it  can  also  take  along  book- 
marks from  your  main  machine.  Another  program  lets  you  use 
Outlook  Express  with  your  own  settings;  a  third  lets  you  syn- 
chronize files  between,  say,  your  office  and  home  machines.  The 
premium  over  plain  USB  drives  is  about  $25. 

Stealthsurfer  is  a  USB  drive  with  password  protection  for 
whatever  you  store  on  it,  plus  its  own  version  of  the  Netscape 
7.0  browser.  The  advantage  is  that  surfing  doesn't  leave  tracks — 
cookies,  passwords,  porn — on  whatever  machine  you  use.  But  it 
does  leave  traces  of  itself  that  might  raise  questions  with  your 
office  IT  manager,  and  I  had  repeated  problems  getting  Win- 
dows to  let  me  remove  it  safely.  The  documentation  doesn't  jibe 
with  the  way  the  software  actually  works,  and  the  premium  is  a 
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whopping  $100  above  a  comparable  USB-only  drive. 

Also  pricey:  Sony's  $200  FIU-810  Puppy  Fingerprint  Identity 
Token,  which  is  basically  a  64MB  USB  drive  with  a  fingerprint 
recognizer  and  software  that  lets  you  secure  what's  on  the  drive 
or  connected  machine  biometrically.  In  corporate  situations  the 
unit  can  be  used  in  a  wide  variety  of  authentication  scenarios. 
For  regular  consumers  it's  probably  overkill. 

Need  a  Wi-Fi  adapter-  for  your  computer?  Iogear's  $75 
Wireless-G  to  USB  2.0  Flex  Adapter  gives  you  high-speed 
connections  and  pivots  to  help  aim  the  antenna  in  the  right 
direction,  but  its  documentation  requires  careful  deciphering. 
If  you  need  only  the  slower  form  of  Wi-Fi,  D-Link's  DWL- 
122  stuffs  an  antenna  into  a  traditional  thumb-drive  package 
for  about  $40. 

D-Link's  tiny  $40  DBT-120  USB  Bluetooth  adapter  brings 
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that  form  of  wireless  networking  to  your  computer  along  with 
all  the  usual  Bluetooth  software  annoyances.  And  Griffin  Tech- 
nologies' $60  ControlKey  is  designed  to  restrict  the  use  of  your 
computer  if  you  don't  have  the  USB  key  and  a  password;  I 
found  the  documentation  and  user  interface  so  baffling  that  I 
was  mortally  afraid  I  would  be  shut  out  of  my  own  machine. 

Philips  recently  brought  out  potentially  the  most  versatile 
USB  stick  product  of  all — the  KeyCorder  019,  which  puts  an  MP3 
player,  a  video  recorder  and  a  2-megapixel  digital  camera  into  a 
single  $250  device  that  can  also  serve  as  a  128-megabyte  flash 
drive.  But  the  video  and  photo  aspects  are  doomed  by  a  grainy 
electronic  viewfinder  that's  virtually  useless  in  bright  sunlight 
and  a  fixed-focus,  nonzoom  lens  that  produces  third-rate  pic- 
tures. Using  the  viewfinder  to  look  at  what  feels 
like  a  peep  show  of  pictures  and  videos  you've 


USB  Sticks:  Don't  Get  Stuck 

USB  stick  products  are  reasonably  simple,  but  a  few  caveats  are  worth 
mentioning: 

SIZE  MATTERS.  Pay  careful  attention  to  the  width  and  height  of  any 
stick  product  you  buy.  If  you  need  to  insert  two  pudgy  items  side  by 
side,  you  may  have  to  resort  to  an  extension  cable,  which  may  come 
with  the  device  but  will  detract  from  its  all-in-one  convenience. 
KEEP  THE  CAP.  Most  USB  stick  designs  come  with  a  cap  that  covers 
the  connector.  The  cap  is  typically  so  small  that  once  you  remove  it, 
it's  easy  to  lose.  Put  if  in  your  pocket  for  safekeeping. 
GO  2.0.  Particularly  where  memory  is  involved,  buy  USB  2.0  devices, 
which  can  be  roughly  three  times  faster  than  old-fashioned  USB  I.I 
models.  The  only  downside  of  using  them  with  i.l-era  computers  is  an 
annoying  warning  message  from  Windows  XP  when  you  plug  them  in. 
REMEMBER  THE  DISK.  Memory-only  devices  generally  install  without 
drivers  on  recent  operating  systems,  but  older  systems  and  non- 
memory  devices  need  drivers  supplied  on  CD-ROM.  Be  sure  to  bring 
along  the  disk  if  you  plan  to  tote  your  Bluetooth  adapter  to  another 
machine  or  your  memory  drive  to  a  Windows  98  computer.  In  a  pinch 
you  may  be  able  to  find  the  drivers  on  the  Web. 
EXIT  GRACEFULLY.  Windows  claims  to  be  plug-and-play,  but  unplug- 
and-play  is  beyond  its  brainpower.  Inform  the  system  that  you're 
removing  the  USB  device  by  clicking  the  "Safely  Remove  Hardware" 
icon  in  the  "tray"  at  the  bottom  of  the  screen  and  following  the 
onscreen  directions.  Fail  to  remember  this  and  a  variety  of  bad 
things,  including  data  loss,  can  happen.  —S.M. 


taken  requires  fiddling  with  a  little  controller  on  a  wire  that 
connects  to  headphones.  The  unit's  battery  gets  its  juice  from 
the  USB  port;  a  full  charge  takes  four  hours. 

Lexar  Media's  JumpGear  MP3  is  a  $40  controller,  display  and 
battery  holder  (two  AAAs)  designed  to  mate  with  the  company's 
JumpDrive  Sport  USB  drives,  whose  signature  is  a  hard-to-use 
wraparound  rubber  cap.  The  user  interface  is  particularly  lame, 
but  the  unit  can  handle  Windows  Media  and  MP3  tracks;  you 
can  find  a  512MB  JumpDrive  Sport  for  about  $120  after  rebate  or 
save  money  by  putting  up  with  less  capacity.  In  theory  you 
might  use  multiple  drives  for  multiple  playlists. 

But  the  best  USB  stick  music  player  I've  seen  is  the  Nomad 
MuVo  TX  512MB  from  Creative  Labs.  The  detachable  USB  part 
comes  with  512  megabytes,  an  attractive  backlit  display  that  pro- 
vides genuinely  useful  track  information,  and  a  simple  user  inter- 
face that  includes  such  things  as  a  customizable  graphic  equal- 
izer; it  plugs  into  a  battery  holder  that  takes  a  single  AAA  cell.  The 
USB  2.0  interface  lets  you  fill  the  thing  up  widi  MP3  and  Windows 
Media  files  in  less  than  five  minutes,  and,  like  the  JumpGear,  it 
can  play  downloads  protected  by  digital  rights  management.  It 
also  has  a  voice  recorder  with  audio  quality  that  can  charitably  be 
called  lousy.  But  at  $250,  the  same  price  as  a  rechargeable  iPod 
Mini  with  eight  times  as  much  storage,  it's  just  too  pricey.  Maybe 
if  it  were  shaped  like  a  rubber  duck  ...  F 
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Marketing 


Where  Money  Doesn't  Talk 

Think  ING  Direct  wants  your  cash?  Don't  be  so  sure.  This  bank  cherry-picks 
customers— and  fat  cats  aren't  among  them  I  by  matthew  swibel 


MOST  BANKERS  WILL  DO  ANYTHING  FOR  CUSTOMERS 
with  six-figure  accounts.  Not  Arkadi  Kuhlmann.  The 
chief  executive  of  ING  Direct  enjoys  spurning  some 
account-seekers  who  want  to  deposit  more  than 
$100,000.  The  reason?  People  with  that  much  money 
to  stash  in  a  savings  account  demand  a  lot  of  coddling.  And  cod- 
dling costs  money.  "That's  just  not  our  model,"  says  Kuhlmann,  57. 

ING  Direct  has  become  the  nation's  largest  Internet-based  bank 
by  thumbing  its  nose  at  its  earthbound,  overhead-laden  rivals.  Let 
Commerce  Bank  and  Washington  Mutual  open  snazzy  branches 
with  penny  counters  and  kiddie  corners.  At  ING  Direct  customers 
don't  get  so  much  as  a  toaster.  Instead  the  no-frills  bank  thrives, 
much  as  Southwest  Airlines  does,  by  providing  low-cost,  simple 
products.  Its  most  popular  is  the  FDIC-insured  "Orange"  savings 
account,  which  pays  2%  interest,  quadruple  the  average  rate  for 
statement  savings  accounts.  (The  bank  offers  no  checking.) 

The  bank  isn't  for  everyone.  But  it  has  an  enviably  close  aim  on 
its  target.  It  studies  the  habits  and 
lifestyles  of  its  most  profitable  cus- 
tomers, using  daily  20-term  regression 
analyses  relating  profitability  to  such 
variables  as  account  balances,  most  re- 
cent activity  and  premium  credit-card 
accounts.  It  then  targets  prospects  with 
similar  behavior.  These  urbanites  are 
time-pressed  but  savings-minded  par- 
ents, age  30  to  50,  who  use  the  Internet 
to  order  film  and  pharmaceuticals, 
pore  over  Consumer  Reports  and  yak 
about  what  they've  learned.  ING 
Direct  has  learned  that  clusters  of 
neighbors  sign  up  within  days  of  one 
another.  They  are  comfortable  but  not 
wealthy,  with  average  deposits  of 
$14,000.  "We're  here  for  Main  Street, 
not  Wall  Street,"  says  Kuhlmann,  a 
motorcycle  buff. 

ING  Direct,  a  Wilmington,  Del. 
unit  of  ING  Group  in  Amsterdam, 
hooks  depositors  with  Internet  ads  and 
targeted  snail  mailings — one  offering 


Here  for  Main  Street,  not  Wall  Street:  Arkadi  Kuhlmann 


$25  to  people  who  open  a  savings  account  is  especially  persuasive. 
There  are  some  ads  and  three  ING  Direct  cafes,  opened  to  boost 
awareness,  but  75%  of  its  interactions  occur  over  the  Internet  or  by 
telephone.  And  the  communication  is  brief:  ING  Direct's  246  phone 
reps  keep  calls  short  and  cross-selling  to  a  minimum. 

The  arm's-length  approach  helps  ING  Direct  boast  costs  that 
are  among  the  lowest  in  bankdom.  It  spends  just  $90  to  land  a 
new  customer,  compared  with  as  much  as  $350  at  a  typical  bank. 
And  bagging  Web-sawy  depositors,  who  spend  an  average  of  just 
16  minutes  per  month  on  its  site,  compared  with  60  minutes  for 
Bank  of  America  users,  helps  minimize  Web  maintenance  costs. 

Keeping  costs  low  has  also  helped  ING  Direct  prosper.  Its 
entire  U.S.  operation  netted  $109  million  last  year  pretax.  In  less 
than  four  years  it  has  become  the  nation's  42nd-largest  bank  in 
terms  of  deposits  ($19  billion),  with  1.5  million  U.S.  customers. 

But  there  are  pressures.  As  the  economy  improves,  customers 
may  move  cash  out  of  savings.  That  would  force  ING  Direct 
to  hustle  to  improve  cross-selling. 
Meanwhile,  Amsterdam  is  urging 
Kuhlmann  to  offer  online  brokerage, 
which  could  cost  $25  million  to  set  up. 

Some  customers  want  to  feel  a  little 
more  love.  A  former  account  holder, 
banished  for  making  daily  balance 
inquiries  by  phone,  blasted  ING  Direct 
in  Internet  chat  rooms.  Kuhlmann 
scoffs  at  those  who  need  so  much 
hand-holding,  but  there's  evidence  he's 
softening  toward  some  of  them. 

Another  customer  in  Philadelphia 
asked  an  ING  Direct  representative  to 
be  on  hand  to  give  his  granddaughter  a 
$  1 ,000  savings  certificate  for  her  birth- 
day. Not  so  long  ago  an  exasperated 
Kuhlmann  might  have  simply  dis- 
missed the  doting  granddad.  Instead,, 
he  whipped  up  a  birthday  card,  putj 
account  information  inside  and  sent  it 
to  the  girl  via  courier.  The  budding 
saver  might  become  a  bigger  customer, 
Kuhlmann  reasons.  Just  not  too  big.  F 
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EGAHERTZ: 

How  you'll  feel  without 
a  Linux  strategy  from  Nove 


ve  built  our  reputation  on  keeping  yoj  covered.  With  the  acquisition  of  SUSE-  LINUX,  Novell-  now  delivers  the  most  secure  end-to-end  open  source  strategies 
tt liable .  We'll  implement  and  support  Linux  from  desktop  to  server,  integrating  it  with  your  current  environment,  across  multiple  platforms.  As  you  migrate  to 
jjx  we'll  train  and  certify  your  IT  staff  to  deploy  Linux-based  solutions.  You'll  get  award-winning  technical  support,  customized  for  your  business,  24/7/365 
|<!  Idwide.  And  the  Novell  Linux  indemnification  program  will  help  prevent  exposure.  We'll  even  make  sure  your  open  source  strategy  actually  meets  your 
liber-one  business  objective  -  making  money.  To  implement  a  Linux  strategy  unsurpassed  for  support,  flexibility  and  cost-effectiveness,  call  1-800-215-2600 
M isit  www.novell.com/linux  »we  speak  your  language. 


Nove 


1  Novell  is  a  registered  trademark  of  Novell,  Inc  in  the  United  States  and  other  countries  SUSE  is  a  registered  trademark  of  SUSE  AC,  a  Novell  company 


Entrepreneurs 


WITH  THE  FAKE  THATCHED  HUT,  TRIBAL  DANCERS 
in  grass  skirts  and  20-foot  outrigger  canoe  onstage, 
you  might  think  you  were  in  the  middle  of  home- 
coming at  Honolulu  High.  But  this  is  the  Venetian 
Hotel  in  Las  Vegas — and  serious  business:  the  an- 
nual convention  of  Tahitian  Noni  International,  a  Provo,  Utah 
maker  of  a  Polynesian  "health"  drink.  Its  followers,  at  various  times, 
have  claimed  the  juice,  derived  from  the  noni  fruit,  can  treat  or  cure 
cancer,  hypertension,  sinusitis,  ulcers,  depression,  lupus,  herpes, 
hepatitis  and  heart  disease.  "It  addresses  every  ailment  we  know 
of,"  says  company  cofounder  John  J.  Wadsworth.  TNI  President 
Kelly  P.  Olsen  steps  onstage  to  pump  up  the  troops.  "We  own  the 
Tahitian  story,"  booms  the  6-foot-6  Olsen  to  the  filled  ballroom. 

Tale  of  the 
South  Pacific 

A  multilevel  marketer  is  pushing  a  Polynesian  fruit  drink  that 
tastes  like  rotten  cheese.  You  don't  mind  because  the  stuff 
also  cures  every  ailment  known  to  man  by  dirk  smillie 

Jumping  to  their  feet,  5,000  distributors  cheer  wildly. 

They  have  reason  to  whoop  it  up.  Since  1997  sales  of  the  drink 
have  soared  at  an  average  annual  clip  of  116%,  to  $471  million 
last  year,  when  TNI  netted  an  estimated  $43  million  pretax.  In  a 
sales  system  like  this,  life  is  good  at  the  top.  Thomas  Thornton,  a 
former  life  insurance  salesman,  earned  $1.3  million  last  year  on 
sales  of  $63  million  by  TNI  vendors  underneath  him. 

TNI  is  set  up  like  that  classic  of  the  pyramid  genre,  Amway. 
The  earlier  you  get  in  and  the  more  recruits  you  have  beneath  you, 
the  more  money  you  make.  The  recruiter's  commission  is  1%  to 
8%  of  sales,  with  the  higher  number  available  to  those  with  the 
biggest  empires.  New  members  pay  a  $35  fee  and  earn  20%  of 
sales  from  noni  sellers  they  sign  up  in  the  first  60  days;  thereafter 
the  commission  drops  to  5%,  The  seller  at  the  end  of  the  chain  gets  heard  from  a  neighbor  just  back  from  Tahiti  about  a  strange  fruil 
a  nice  slice,  a  $48  markup  on  a  case  of  four  1 -liter  bottles  that  re-     that  supposedly  performed  medical  miracles.  Wadsworth  obtainec 


tails  for  $168.  TNI  claims  it  has  250,000  distributors,  but  that  in- 
cludes folks  who  buy  only  one  case  of  noni  a  month  and  may  be 
consuming  it  themselves  rather  than  selling  it.  Between  the  noni 
plantations  on  Polynesian  islands  like  Raiatea  and  Huahine  and  the 
American  Fork,  Utah  bottling  plant  lies  a  lot  of  gross  margin;  an 
estimated  $2  worth  of  fruit  goes  into  each  bottle. 

Some  sellers  are  doctors,  making  claims  with  little  scientific 
evidence.  The  American  Medical  Association  warns  its  mem- 
bers not  to  pitch  products  to  patients,  but  that  hasn't  stopped 
hundreds  of  physicians,  from  knee  surgeons  to  oncologists,  from 
flogging  the  juice.  Celebrities  sip  noni.  California  Governor 
Arnold  Schwarzenegger,  David  Bowie  and  Meg  Ryan  are  said 
to  be  fans.  Point  guard  and  Olympic  gold  medalist  Jennifer  Azzi 
writes  in  her  new  book  about  how  noni 
cured  her  menstrual  pains. 

A  lot  of  the  hype  originated  with  Ralph 
Heinicke,  90,  who  once  researched 
pineapple  enzymes  for  Dole  and  now  serves 
as  a  consultant  for  TNI.  Armed  with  a  Ph.D. 
in  biochemistry  from  the  University  of  Min- 
nesota, Heinicke  has  staked  his  reputation  on 
an  alkaloid  he  calls  xeronine  that  allegedly 
opens  cell  membranes  to  admit  greater 
amounts  of  amino  acids.  Noni  juice,  he 
claims,  activates  xeronine — but  in  such  small 
quantities,  he  concedes,  that  it's  virtually  un- 
detectable. "Heinicke  is  in  his  own  universe," 
says  Will  C.  McClatchey,  an  ethnobotanist  at 
the  University  of  Hawaii  who  has  studied  healing  traditions  across 
ten  Polynesian  cultures.  "I  have  no  doubt  that  noni  has  medicinal) 
value.  But  as  a  pharmacologist  I  have  no  clue  what  it  does." 

Neither,  it  seems,  do  TNI  distributors.  One  Web  site  lists  150 
"nutraceuticals"  in  the  fruit,  including  "vitamins,"  "multireceptor 
activators,"  "cofactors"  and  "trace  elements."  Noni  has  been  used 
as  a  folk  medicine  for  generations.  The  size  of  a  small  breadfruit 
the  fruit  has  a  lime-green  skin  covered  with  eyes  like  a  potato's, 
Sliced  open  it  reveals  a  pineapple-like  pulp,  but  it  smells  like  ran- 
cid cheese.  Even  mixing  it  with  blueberry  and  grape  juice,  as  TNI 
does,  leaves  it  barely  drinkable. 

In  1993  Wadsworth,  who  was  running  what  he  calls  a  health- 
food  R&D  business  out  of  his  garage  with  partner  Stephen  Story 
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i  Strange  brew:  Kelly  Olsen  and  John  Wadsworth  created  a  $471  million 

jia  noni  sample  and  tested  its  juice  on  a  friend  who  had  diabetes. 
I  Nothing  happened.  Then  he  found  six  elderly  people  with  arthri- 
tis and  gave  them  a  month's  worth  of  juice.  All  of  them  felt  some 
jj degree  of  improvement,  he  claims.  Eureka.  "I  realized,"  he  says, 
ij"that  I  could  build  a  business  around  this." 

So  Wadsworth  went  hunting  for  noni.  He  found  it  on  the  is- 
land of  Nuka  Hiva  in  the  Marquesas,  1,000  miles  north  of  Tahiti, 
1  where  he  and  two  translators  camped  in  a  one-room  hut  for  three 
I  days.  He  finally  stumbled  upon  an  entire  valley  of  the  stuff  on  the 
last  day:  "It  was  a  vision  that  changed  my  life."  Back  in  the  U.S. 
Wadsworth  and  Story  offered  noni  to  health-food  marketing  com- 
panies but  got  no  takers.  So  they  approached  Kerry  and  Kim  Asay, 
(brothers  who  had  run  multilevel  marketer  Nature's  Sunshine,  to 
build  their  own  company  around  noni.  Olsen,  yet  another  multi- 
level marketer,  became  TNl's  fifth  partner  after  Wadsworth  re- 


counted his  arthritis  experi- 
ments over  lunch.  In  1996  the 
partners  contracted  with  a  bot- 
tling plant  in  Los  Angeles  to 
process  the  noni  puree  with 
fruit- juice  sweeteners. 

At  the  same  time  they 
blitzed  newspapers,  radio  and 
women's  magazines  with  ads 
claiming  noni  as  an  amazing 
panacea.  Distributors  loved  it. 
But  in  1998  the  attorneys  gen- 
eral in  Texas,  California,  Arizona 
and  New  Jersey  accused  TNI, 
then  known  as  Morinda,  of 
making  false  medical  claims. 
The  company,  while  not  admit- 
ting guilt,  agreed  to  pay  $100,000 
to  the  states  and  to  stop  describ- 
ing noni  as  a  cure-all. 

Well,  sort  of.  Wadsworth 
shifted  the  huckstering  to  Neil 
Solomon,  a  retired  M.D.  who 
months  earlier  had  written  a 
glowing  review  of  noni  in  an  ob- 
scure Canadian  health  journal. 
Trained  in  medicine  at  lohns 
Hopkins,  he  was  once  Mary- 
land's secretary  of  health  and  was  mentioned  as  a  possible  guber- 
natorial candidate.  Solomon  is  now  a  paid  speaker  for  TNI. 

After  attending  his  first  convention,  in  1998,  Solomon  began 
collecting  testimonials  from  people  who'd  tried  noni  and — sur- 
prise!— had  positive  results.  He  mapped  10,000  such  unscientific 
accounts  in  a  book  extolling  the  virtues  of  the  fruit,  The  Noni  Phe- 
nomenon: Discover  the  Powerful  Tropical  Healer  That  Fights  Cancer, 
Lowers  High  Blood  Pressure  and  Relieves  Chronic  Pain.  Three  of  his 
books  on  noni  together  have  sold  nearly  1  million  copies,  says  Di- 
rect Source,  Solomon's  publisher.  That  has  delivered  to  him  an 
estimated  $200,000  in  royalties  since  1998. 

He's  not  practicing  medicine  anymore.  In  1993  he  surren- 
dered his  license  after  eight  women  alleged  he  had  improperly 
used  his  position  as  head  of  a  Maryland  weight-loss  clinic  to  have 
sexual  relations  with  them.  Former  patients  at  the  Maryland  clinic, 


company  from  an  alleged  cure-all. 
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FORBES  GLOBAL  CEO  CONFERENCE 


The  Connected  World 

September  21- 23,  2004 
Hong  Kong 

The  speed  of  modern  travel  and  communication  technology  has  swept  away  physical 
borders  and  globalized  business,  finance  and  culture.  Economies  and  societies  around 
the  world  are  now  inextricably  connected.  To  connect  smoothly  and  work  together  efficiently, 
we  need  marketplaces,  transport  systems  and  global  standards. 

Under  the  theme  "The  Connected  World",  the  fourth  annual  Forbes  Global  CEO  Conference 
will  explore  the  critical  issues  facing  global  executives  in  today's  business  community  and 
examine  just  how  effectively  and  efficiently  connected  today's  world  is. 

Key  Speakers  will  feature  prominent  business  leaders  including:  David  Abney,  President,  UPS 
International  •  Stephanie  Burns,  President  and  CEO,  Dow  Corning  •  Dhanin  Chearavanont, 
Chairman  and  CEO,  CP  Group  •  David  Davies,  Senior  Vice  President,  Philip  Morris  International 

•  Mervyn  Davies,  Group  Chief  Executive,  Standard  Chartered  PLC  •  Esther  Dyson,  Editor 
at  large,  CNET  Networks  •  Steve  Forbes,  President,  CEO  and  Editor-in-Chief,  Forbes  •  Stelios 
Haji-loannou,  Founder,  easyGroup  (UK)  Ltd  •  Rich  Karlgaard,  Publisher,  Forbes  •  Guy 
Kawasaki,  Managing  Director,  Garage  Technology  Ventures  •  Eric  Kim,  Executive  Vice 
President,  Samsung  Electronics  •  Simon  Kukes,  Chief  Executive  Officer,  YUKOS  Oil  Company 

•  Siaou-Sze  Lien,  Senior  Vice-President,  HP  Services  Asia  Pacific  •  Jun  Naruse,  Chief  Executive 
Officer,  Hitachi  Global  Storage  Technologies  •  Donald  K.  Peterson,  Chairman  and  CEO, 
Avaya  •  John  A.  Quelch,  Professor,  Senior  Associate  Dean  for  International  Development, 
Harvard  Business  School  •  James  A.  Rasulo,  President,  Walt  Disney  Parks  and  Resorts 

•  Stephen  Roach,  Chief  Economist  and  Director  of  Global  Economic  Analysis,  Morgan  Stanley 

•  Daniel  Truchi,  CEO,  SG  Private  Banking  (Asia  Pacific)  •  Caspar  Weinberger,  Chairman, 
Forbes  •  Daniel  Yergin,  Chairman,  Cambridge  Energy  Research  Associates  (CERA) 

Attendance  at  the  Forbes  Global  CEO  Conference  is  by  invitation  only  and  limited  to 
CEOs,  Presidents  and  senior  management-level  executives. 


Conference  Fee: 

Early  Bird  US$3,995 
(on  or  before  June  15 
US$5,000  (after  June 


, 2004) 
15,  2004 


Registration: 

Lee  Kit  Pui 
Tel:  (65)  6836  3408 
Fax:  (65)  6836  3405 
Email:  ceo@forbesasia.com.sg 

Sponsorship: 

Pauline  Seow 
Tel:  (852)  2877  8050 
Fax:  (852)  2523  9154 
Email:  pseow@forbes.com.hk 

For  more  information,  please  vis, 
www.  forbes.  com/con  f 
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Entrepreneurs 


the  women  also  demanded  an  AIDS  test 
from  the  man  who  had  been  chairman  of 
Maryland's  AIDS  Commission.  After  the 
women  slapped  him  with  a  $160  million 
lawsuit,  Solomon  filed  for  bankruptcy  to 
protect  his  assets,  but  he  later  agreed  to  pay 
a  total  of  $45,000  and  signed  a  statement 
admitting  unethical  behavior.  The  Mary- 
land Board  of  Health  told  Solomon  that  if 
he  ever  denied  any  deed  he  had  admitted  to 
in  his  statement,  the  board  would  release 
the  sordid  details  of  its  own  investigation. 

The  fiasco  didn't  seem  to  faze  TNI.  "The 
board  of  directors  was  aware  of  these 
allegations,"  says  Shon  Whitney,  head  of 
TNl's  North  American  operations.  "[But  it] 
determined  they  were  not  relevant." 

Now  TNI  is  changing  course  yet  again, 
angling  for  mainstream  acceptance  with  a 
new  suite  of  products.  Get  ready  for  noni 
face  creams,  lip  balms,  soaps  and  sham- 
poos— even  a  horse  supplement.  The  com- 
pany hired  the  rebranding  shop  Hornall  An- 
derson (giver  of  face-lifts  to  Ghirardelli 
Chocolate  and  Starbucks),  which  used  a 
batik  motif  to  give  the  new  products  a 
Gauguinesque  feel.  Meanwhile  TNI  is  build- 
ing a  $16  million  processing  plant  on  the 
south  side  of  Tahiti  that  will  come  online 
next  year  and  boost  production  by  25%. 

To  supplement  its  distributor  net- 
work the  company  is  launching  a  handful 
of  storefronts  (average  building  cost: 
$300,000)  in  the  U.S.  and  Europe.  On  the 
menu:  the  standard  juice,  plus  teas  made 
from  noni  leaves  and  oil  extracts  pressed 
from  noni  seeds.  About  20%  of  TNl's 
sales  comes  from  Europe,  where  it  has 
spent  $7  million  to  market  its  juice.  After 
four  years  of  studies  Brussels  finally 
granted  "novel  food"  status  to  noni  last 
June,  allowing  it  to  be  sold  only  as  a  fruit 
drink,  stressing  that  TNl's  research  "pro- 
vided no  evidence  for  special  health 
benefits  ...  beyond  those  of  other  fruit 
juices."  Some  non-EU  countries  have 
gone  further:  In  2002  Swiss  officials  fined 
the  company  $3.6  million,  later  dropped 
on  appeal,  for  allowing  distributors  to 
I  make  unprovable  claims. 

TNI,  though,  doesn't  need  to  make  un- 
provable claims  to  thrive.  Nor  is  there  any 
|law  against  buying  fruit  juice  that  smells 
like  blue  cheese,  if  that's  what  people  want 
I  to  do  with  their  money.  F 


UNTIL  THEY  MAKE  THESE  THINGS 
POCKET-SIZE,   YOU   MAY  WANT  TO 
CONSIDER  A  BETTER  ALTERNATIVE  TO 
ACCESSING  YOUR  OVERSEAS  FUNDS. 


All  your  purchases  and  payments  are  universally  accepted  and 
bank  guaranteed.  With  ExactPay®,  you  always  have  immediate  access  to  your 
funds,  no  matter  where  you  are  in  the  world.  You  can  use  your  universally  accepted 
ExactPay  Visa®  Electron  card  to  make  purchases  at  millions  of  worldwide  locations, 
access  cash  at  more  than  800,000  ATMs,  or  log  on  to  send  an  instant  eCheck  to 
anyone  in  the  world.  24  hours  a  day,  7  days  a  week,  you  can  go  to  ExactPay's 
secure  online  account  management  system  to  view  account  balances  and  transaction 
history,  initiate  transfers,  execute  payments,  print  statements,  and  access  customer 
service.  Plus,  you'll  have  the  peace  of  mind  of  knowing  that  all  your  transactions 
are  handled  with  the  utmost  confidence  and  protected  using  the  latest  security 
and  encryption  technologies. 

Visit  wwAW.exactpaydemo.com/fbs  for  a  free  online  demo 
or  call  1-888-457-1240,  ext.  2210. 

ExactPay  is  a  registered  trademark  of  ExactPay  N  V 


You  know  that  question 
that  goes  through  your  mind 
when  you  take  your 

generic  drug 

Here's  the  answer. 


FDA  ensures  that  your  generic  drug  is  safe  and  effective.  All  generic  drugs 
are  put  through  a  rigorous,  multi-step  approval  process.  From  quality  and 
performance  to  manufacturing  and  labeling,  everything  must  meet  FDA's 
high  standards.  We  make  it  tough  to  become  a  generic  drug  in  America  so 
it's  easy  for  you  to  rest  assured.  Call  l-888-INFO-FDA 
or  visit  our  website  at  www.fda.gov/cder/  to  learn  more.  | 
Generic  Drugs:  Safe.  Effective.  FDA  Approved.    U.S.  Food  and  Drug  Administration 


U.S.  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
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The  Believer 


STEVE  KRIEGSMAN  is  trying  to  revive  a  struggling  biotech 
firm.  It  will  take  a  small  miracle    by  seth  lubove 


FOR  STEVEN  KRIEGSMAN  THE  HARD- 
est  part  of  his  parents'  deaths  was 
watching  them  endure  years  of  pain 
and  suffering  from  obesity-related  ailments 
and  the  onset  of  blindness.  "Their  quality 
of  life  for  15  years  was  horrendous," 
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Kriegsman,  62,  says  quiedy. 

That  awful  experience  prompted  the 
onetime  investment  banker  for  health  care 
companies  to  turn  research  entrepreneur. 
In  a  reverse  merger  with  an  investment 
fund  he  controlled,  Kriegsman  became  the 


chief  executive  and  largest  shareholder  of 
Cytrx  Corp.,  a  fledgling  biotech  outfit  he's 
reinvented  as  a  developer  of  drugs  based 
on  ribonucleic  acid  interference,  or  "gene 
silencing."  He  then  persuaded  such  nota- 
bles as  1998  Nobel  Prize  for  Medicine  win- 
ner Louis  Ignarro  and  Craig  Mello,  a  pio- 
neering RNA  interference  researcher  at  the 
University  of  Massachusetts  Medical 


When  forest  products 
are  your  business, 


planting  1.7  million  trees  every  day  is 
a  smart  investment. 

The  Sustainable  Forestry  Initiative®  program  is  dedicated  to  the  future  of  the 
nation's  forests,  as  well  as  the  challenge  of  preserving  rare  and  endangered 
forests  around  the  world.  Respect  for  nature  and  sound  business  practices  are 
integrated  to  the  benefit  of  the  environment,  landowners,  shareholders,  customers 
and  the  people  they  serve.  And  that  allows  us  to  meet  the  demand  for  wood  and 
paper  products,  while  helping  to  ensure  our  forests  will  be  around  forever. 


r  SUSTAINABLE  FORESTRY  INITIATIVE® 

^  SM 

Growing  tomorrow's  forests  today. 
www.aboutsfi.org 
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Switched  on  by  an  iffy  RNA  technology:  Nobelist  Louis  Ignarro. 

School,  to  join  the  company's  scientific  ad- 
visory board.  Says  Kriegsman,  "Money  is 
not  really  the  objective." 

So  far,  he's  been  true  to  his  mission. 
Cytrx  has  bled  $8 1  million  in  losses  over 
its  life,  with  no  prospect  of  products  in  the 
near  future,  much  less  profits.  Shares 
peaked  at  $47  in  January  1992,  when  Wall 
Street  still  believed  in  gene  silencing  and 
related  technologies;  they  hit  bottom  last 
year  at  21  cents  and  recently  traded  at 
$1.60  on  Nasdaq.  The  company's  stock 
now  faces  possible  delisting  due  to  its  de- 
layed annual  10-K  report  filing. 

If  curing  suffering  is  Kriegsman's  real 
objective,  he  still  has  a  long  way  to  go.  Gene 
silencing  works  by  seizing  on  the  RNA  mes- 
sengers sent  out  by  DNA,  the  gene  coder. 
RNA  usually  results  in  the  creation  of 
healthy  proteins,  but  sometimes  it  goes 
awry  and  the  result  is  diseases  such  as  hep- 
atitis C,  AIDS,  amyotrophic  lateral  sclerosis 
(Lou  Gehrig's  disease)  and  so  on.  The  con- 
cept behind  Cytrx  is  to  shut  down  these 


messengers  before  they 
can  create  mischief.  It's 
still  a  concept.  No  one  has 
solved  the  challenge  of  de- 
livering  a  strand  of  RNA 
blocker  to  the  target  cells 
before  it  breaks  down  or  is 
rejected  by  the  body. 

Cytrx  has  disap- 
pointed before.  Formed 
in  1985  by  an  Adanta  ven- 
ture capitalist  and  an 
Emory  University  pathol- 
ogist, Cytrx  developed  a 
promising  treatment  for 
heart  attacks  that  used  a 
combination  of  enzymes 
and  synthetic  chemicals 
to  dissolve  large  blood 
clots.  But  after  Cytrx  li- 
censed the  drug  in  a  de- 
velopment deal  to  Bur- 
roughs Wellcome  (now 
GlaxoSmithKline),a  1995 
clinical  study  funded  by 
Burroughs  concluded  the 
drug  was  all  but  ineffec- 
tive except  at  toxically 
high  doses.  Renaming  it 
Flocor,  Cytrx  tried  to 
reposition  the  drug  as  a 
treatment  for  sickle-cell  anemia.  That 
strategy  flopped,  too,  after  a  1999  Phase 
III  clinical  trial  concluded  it  had  little  effect 
on  adults  afflicted  with  the  disease,  though 
it  was  more  helpful  on  children. 

Kriegsman  did  some  bouncing  around 
himself.  After  graduating  from  New  York 
University  with  an  accounting  degree  in 
1964,  he  toiled  in  a  series  of  financial  jobs 
until  setting  up  a  smallish,  Los  Angeles- 
based  deal  shop  in  1992.  After  drifting  into 
health  care  and  biotech,  with  occasional 
diversions  into  curiosities  such  as  a 
gourmet  peanut  butter  outfit,  Kriegsman 
in  1999  pooled  $1  million  of  his  own  and 
outside  money  to  set  up  an  investing  ve- 
hicle called  Global  Genomics. 

It  didn't  get  far.  Global  Genomics 
eventually  had  to  write  off  almost  $6  mil- 
lion for  its  only  investments  in  two  small 
biotech  companies.  But  by  the  time  the  in- 
vestments were  underwater,  Kriegsman 
had  already  sold  Global  to  Cytrx  for 
$5.8  million  in  Cytrx  stock.  As  part  of  the 


deal  he  became  chief  executive,  a  troubling 
assignment.  "This  company  was  going 
down  the  tubes,"  he  says. 

Then  Kriegsman  cold-called  Louis 
Ignarro.  By  day  a  professor  of  pharmacol- 
ogy at  UCLA's  school  of  medicine,  Ignarro 
is  better  known  as  one  of  the  fathers  of  Vi- 
agra. His  discoveries  of  the  effects  of  ni- 
tric oxide  on  the  body  led  to  the  develop- 
ment of  Pfizer's  blockbuster.  In  case 
anyone  hasn't  heard  of  his  1998  award,  he 
sports  a  license  plate  on  his  beloved  yel- 
low Corvette  that  reads,  "Nobel."  By  his 
own  admission  he  is  a  lousy  businessman. 
Ignarro  was  never  entitled  to  any  of  the 
loot  from  Viagra — never  mind  that  Pfizer 
sells  $1.9  billion  a  year  worth  of  the  little 
blue  pills.  "If  you  want  to  learn  how  to  lose 
money,  come  to  me,"  he  deadpans. 

Still,  it  was  Ignarro  who  steered  Cytrx 
to  the  emerging  field  of  RNA  interference. 
"How  many  times  have  you  heard  of  drug 
companies  talk  about  a  cure?"  he  asks. 
This  approach  may  someday  cure  "by 
turning  off  and  eliminating  defective  genes 
that  cause  disease,"  he  says. 

There  was  a  time  when  RNA  blocking 
had  considerable  appeal.  Not  long  ago 
the  visionaries  were  preaching  something 
called  "antisense,"  notably  at  the  Foster 
City,  Calif,  biotech  company  Gilead  Sci- 
ences. Named  after  one  of  DNA's  two 
strands  in  its  double-helix  structure,  the 
antisense  drugs  were  supposed  to  latch 
onto  the  sense  strand  of  RNA,  thereby 
blocking  it  from  producing  diseased  pro- 
teins. RNA  interference  is  more  or  less  the 
same  idea,  except  (for  what  it's  worth) 
that  antisense  is  a  much  longer  RNA 
strand  that  is  more  likely  to  be  rejected 
by  the  body.  Gilead  sold  its  antisense 
patents  to  Isis  Pharmaceuticals  in  Carls- 
bad, Calif. 

Gene  silencing  has  its  boosters,  many 
of  them  clustered  around  the  UMass  med- 
ical school,  where  Kriegsman  has  arranged 
licensing  deals  in  exchange  for  1.8  million 
shares,  or  6.4%  of  Cytrx,  and  milestone 
payments  that  could  amount  to  $12  mil- 
lion, depending  on  what  products  are  de- 
veloped, if  any.  Other  firms  have  also  li- 
censed UMass'  gene  silencing  science.  So, 
even  if  the  concept  amounts  to  something, 
there's  no  assurance  that  Cytrx  will  be  first 
to  the  finish  line.  F 
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iere  you  meet  is  every  bit  as  important  as  why  you  meet. 


By  Curtis  Rlst 


p  planning  a  corporate  meeting  or  event, 
location  is  everything.  Yet  how  does  one 
lirhoose  the  ideal  place,  considering  the 
it  number  of  possibilities,  from  a  resort 
I  he  Caribbean  to  a  boutique  hotel  in  a 
[1  such  as  San  Francisco,  and  everything 
loetween? 

jj  he  answer,  say  professional  meeting 
|nners,  is  to  focus  on  the  goals  of  the 
jjeting  as  well  as  the  specific  require- 
|nts  of  those  who  will  attend.  Budget  is 
|b  important,  but  by  zeroing  in  on  the 
|t  two  factors,  the  best  choices  can  be 
I  de.  "If  it  is  a  true  business  meeting  in 
Itch  groups  will  be  meeting  in  intense 
Lsions  eight  or  ten  hours  a  day,  then 
ri  may  not  have  to  look  farther  than  a 


hotel  at  the  nearest  large  airport,"  says 
Dennis  Edwards,  senior  vice  president  of 
the  Greater  Fort  Lauderdale  Convention  & 
Visitors  Bureau  (www.sunny.org),  which 
represents  all  of  the  more  than  600  hotels 
in  the  area.  "If  it  is  an  incentive  program 
or  team-building  program  that  involves 
spouses  or  other  guests,  then  you  may 
want  to  lean  toward  a  hotel  that  has 
restaurants,  shopping,  nightlife  or  other 
activities  nearby." 

The  first  step  in  determining  the  loca- 
tion is  deciding  on  clear  goals  for  the 
meeting  or  event,  says  Edwards.  Possible 
goals  include  team  building,  introducing  a 
new  product  to  clients  or  rewarding  a 
staff  for  exceeding  their  targets  for  the 


year  and  providing  them  with  an  incentive 
for  doing  an  even  better  job  in  the  future. 
"If  you're  planning  a  training  meeting  to 
focus  on  technical  topics,  then  you  prob- 
ably would  not  want  to  choose  a  location 
with  a  lot  of  activities  or  distractions  just 
outside  the  lobby,"  says  Edwards.  Con- 
versely, planning  an  incentive  trip  in  a 
barren  location  would  defeat  the  purpose 
of  the  trip  altogether.  "Striking  a  balance 
between  work  and  reward  is  the  chief 
challenge  in  choosing  a  location,"  he  adds. 

For  reward  meetings,  not  all  have  to 
be  held  at  a  golf  resort.  Large  cities, 
with  luxury  hotels,  shopping,  dining, 
nightspots  and  major  league  sports  also 
offer  great  spots  for  reward  trips. 


ADVERTISEMENT  2 

If  the  meeting  is  geared  toward  team 
building,  it  may  be  helpful  to  turn  to  a 
venue  that  has  enough  outdoor  space 
to  accommodate  physical  activities, 
such  as  rope  courses  and  group  games. 

If  the  meeting  will  have  classroom 
training  sessions,  this  will  require  a  spe- 
cial arrangement.  Because  these  cours- 
es are  often  intense  and  can  last  a 
week,  "it's  helpful  to  look  at  properties 
that  have  large  guest  rooms  or  suites, 
so  that  attendees  can  have  room  for 
themselves  to  unwind  at  the  end  of  a 
long  day,''  says  Edwards. 

Also,  try  to  match  the  size  of  the  group 
to  the  hotel.  Small  groups  should  proba- 
bly go  to  small  hotels,  where  they  will  be 
assured  of  getting  personal  service.  In 
general,  large  groups  can  best  be  served 
at  hotels  prepared  to  manage  the  crowds 
efficiently,  as  opposed  to  scattering  them 
among  a  group  of  smaller  hotels. 


TURQUOISE  WATERS. 
PLATINUM  SAND. 
EMERALD  PALMS. 
GOLDEN  SUN. 


Immerse  yourself. 
Greater  Fort  Lauderdale, 
a  chic  combination  of  sea,  sun, 
shopping,  arts  and  entertainment— 
a  sophisticated  meeting  playground 
with  equal  parts  glamour 
and  old-world  charm. 


For  a  Meeting  Planners  Guide, 
call  800-356-1662  or  visit 
www.sunny.org/meetingpianners 


Jlfj-  GREATER  FORT  LAUDERDALE 

Make  it  a  reality  at  www.sunny.org 


Choosing  the  best  geography  is  also 
essential.  "If  you're  a  company  that  is 
going  through  some  difficult  financial 
times,  then  planning  a  weeklong  meet- 
ing in  the  Caribbean  may  not  be  the  best 
idea  in  terms  of  public  relations,"  says 
Edwards.  "You  may  want  to  go  some- 
place that  appears  to  be  more  cost- 
efficient,  even  if  the  actual  price  differs 
very  little."  The  amount  of  time  available 
for  a  meeting  is  also  a  factor  that  helps 
determine  location.  In  planning  a  two-day 
meeting,  for  instance,  proximity  to  a 
major  airport  is  crucial  so  that  attendees 
can  get  there  quickly.  However,  if  it's  a 
seven-day  meeting,  then  the  total 
amount  of  travel  time  to  and  from  a  des- 
tination loses  its  importance. 

When  narrowing  down  the  choices, 
another  major  factor  to  consider  is  the 
track  record  of  the  hotel  or  resort  in  hold- 
ing meetings  or  events.  One  standout  in 
this  respect  is  the  Walt  Disney  World 
Swan  and  Dolphin  Hotel  (www.swan 
dolphinmeetings.com)  in  Lake  Buena 
Vista,  Fla.,  on  the  doorstep  of  Disney's 
fabled  Epcot  Center.  With  its  enchanting 
Michael  Graves  architecture,  the  meetings 
complex  managed  by  Starwood  Hotels  & 
Resorts  Worldwide  has  captured  the 


imagination  of  guests  for  the  last  14  yea> 
The  entertaining  look,  however,  conce 
a  remarkable  dedication  to  excellence 
managing  meetings  for  corporate  grou 
With  an  increasing  emphasis  on  providl 
sophisticated  service  and  cutting-ec 
technology  for  business  travelers,  the  he 
has  moved  to  the  forefront  of  the  me4 
ings  industry.  As  a  result,  the  Swan  a 
Dolphin  has  been  voted  into  the  "Hal 
Fame"  by  Meetings  &  Conventions  mall 
zine,  the  only  hotel  in  the  Orlando  area 
be  named,  says  Eric  Opron,  the  hote 
director  of  sales  and  marketing.  More  tf 
half  of  the  hotel's  business  comes  frc 
corporate  clients,  many  of  whom  retii 
each  year. 

In  terms  of  scale,  the  Walt  Disney  Wc 
Swan  and  Dolphin  can  manage  any  gro 
from  large  trade  shows  to  small  meetir 
involving  boards  of  directors.  The  Swan  r 
758  rooms,  and  the  Dolphin  has  1,r 
rooms.  In  addition,  the  two  hotels  cont 
about  329,000  square  feet  of  meet 
space  between  them,  which  include: 
110,000-square-foot  multipurpose  exh 
tion-type  hall.  Best  of  all,  however,  is  1 
unique  atmosphere.  "We  have  a  very  c 
ative  pair  of  buildings,  in  a  very  exciting  er 
ronment,  on  the  Disney  World  proper1 


Choose  Greater  Fort  Lauderdale  for  your  next  meeting  and  you'll  reach  a  perfect  balance  of  business  and 
pleasure.  With  the  600,000-square  foot,  state-of-the-art  Convention  Center,  miles  of  Blue  Wave  beaches 
and  Intracoastal  waters,  pristine  greens,  enticing  restaurants  and  outdoor  cafes,  Greater  Fort  Lauderdale 
provides  just  the  right  climate  for  successful  meetings  and  conventions.  Get  to  the  bottom  line  at 
www.sunny.org/meetingplanners  or  call  (800)  356-1 662  or  (31 2)  421-8634  in  Chicago,  (703)  684-0456  in  DC. 
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Make  it  a  reality  at  www.sunny.org 
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The  Walt  Disney  World  Swan  and  Dolphin  Hotel  offers  2,267  rooms 
and  over  329,000  square  feet  of  meeting  space. 


says  Opron.  "We  like  to  think  that  it  helps  see  people  open  up  their  minds. The  Swan 
people  to  come  in  and  think  outside  the  and  the  Dolphin  literally  foster  an  arena  of 
box.  When  business  groups  come  here,  we    creative  thinking." 


One  other  essential  element  in  choo 
ing  the  best  location  for  a  meeting,  s< 
the  experts,  is  to  plan  ahead.  "This  w 
give  you  the  largest  selection,  at  the  be 
possible  prices,"  says  Edwards  of  tr 
Greater  Fort  Lauderdale  Convention 
Visitors  Bureau.  While  a  meeting  can 
put  together  in  as  little  as  a  few  week] 
he  suggests  beginning  the  process 
least  six  months  in  advance. 

"With  time  on  your  side,  you  can  elir 
inate  many  of  the  risks  to  make  the  be 
choices  and  guarantee  the  best  return  c 
your  investment,"  he  says. 

Web  Directory 

Greater  Fort  Lauderdale  Convention 
&  Visitors  Bureau 
www.sunny.org/meetingplanners 

Walt  Disney  World  Swan  and  Dolphin  HotQ 
www.swandolphinmeetings.com 


"It  brought  out  the 


(l^ZjdVHtff  LK  <Sl((  6^  of" 


Doug  Amann 
Senior  Director  Group  Leader 
Conventions  and  Meetings  Strategies 
Pfizer  Pharmaceuticals  Group 


From  their  innovative  meeting  services,  to  their  progressive  cuisine,  to 
their  groundbreaking  seminars  on  meetings  and  creativity  by  renowned 
creativity  expert  Roger  von  Oech,  the  Walt  Disney  World  Swan  and  Dolphin 

makes  it  easy  to  bring  your  vision  of  a  perfect  meeting  to  reality. 

•  2,267  new  guest  rooms  and  suites,  all  with  Westin  Heavenly  Beds" 

•  329,000  square  feet  of  meeting  space,  including  110,500 
square  feet  of  convention/exhibit  space 

•  82  meeting  rooms  and  2  executive  boardrooms 

•  4  ballrooms 

•  The  pillar-less,  50,000-square-foot  Pacific  Hall 

•  17  themed  restaurants  and  lounges 

•  Inspiration  for  inspired  ideas 


To  add  some  real  creativity  to  ycur  next  meeting,  Call  800  746  1561 
or  contact  your  Starwood  global  sales  representative. 
www.swandolphin.com/promos/mtg 
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Source:  Nielsen  Media  Research,  "Breaking  Business  News"  -  Your  World  w/Neil  Cavuto  vs.  Closing  Bell  on  09/17/03, 12/11/03, 1: 
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MONEY  MAN 


H  NFLATION  IS  BACK.  HOW  MUCH?  WHAT  CAN  INVESTORS  DO 
I  about  it?  Rooting  around  economic  statistics,  Roger  M. 
I  Kubarych  has  built  a  case  that  the  beast  is  returning.  For- 
I  tunately  he  also  has  the  outlines  of  a  defensive  portfolio. 
I  Kubarych,  senior  economic  adviser  at  the  U.S.  arm  of  the 
Wm  German  banking  giant  HVB  Group,  doesn't  plug  individ- 
ual stocks  and  bonds,  but  you  can  fill  in  the  blanks,  as  we  have 
done  in  the  table  (see  p.  190). 

Kubarych  is  not  so  pessimistic  as  to  predict  a  double-digit 
rerun  of  the  1970s  horror  show.  He  reads  in  the  numbers  a 
milder,  though  still  vexing,  inflation  trend,  reaching  3%  to  4% 
annually  in  2005.  Beyond  then,  he  can't  tell.  The  way  for  in- 
vestors to  combat  the  mounting  inflation,  he  says,  is  through  an 
amalgam  of  strategies  ranging  from  betting  against  ten-year 
Treasurys  to  natural-resources  stock  plays. 

If  Kubarych's  inflation  jeremiads  sound  something  like 
those  of  Henry  Kaufman,  known  in  his  heyday  as  Dr.  Doom, 
there's  a  reason.  He  is  Kaufman's  protege.  Kaufman,  who  won 
renown  as  chief  economist  at  Salomon  Brothers,  wielded  mar- 
ket-moving influence  during  the  nasty  inflation  of  the  late 
1970s  and  early  1980s.  When  the  celebrated  economist  in  1988 
started  his  own  consultancy  firm,  Henry  Kaufman  &  Co.,  he 
hired  Kubarych  as  second-in-command.  Kubarych  was  always 
the  guy  who  would  trot  out  statistics  to  bolster  the  great  man's 
pronouncements.  Kubarych  says  Kaufman,  now  76,  taught  him 
to  "go  against  the  grain."  The  duo  was  advising  clients  to  buy 
bank  stocks  and  bonds  in  the  early  1990s,  when  the  rest  of 
the  world  thought  banks  were  going  under. 

Kubarych,  59,  who  got 
his  master's  in  economics 
from  Harvard,  became  a 
Federal  Reserve  number 
cruncher  and  later  served  as 
head  economist  at  the  New 


the  big  trend,"  Kubarych  says.  He  is  troubled  by  what  he  per 
ceives  as  Greenspan's  underestimating  such  inflationary  force 
as  housing  costs. 

Kubarych  bases  a  good  part  of  his  reflation  prediction  oi 
his  perception  that  U.S.  companies  have  a  renewed  ability  ti 
raise  the  price  of  their  finished  products,  something  that  wi! 
become  increasingly  and  painfully  apparent.  "I  stress  that  busi 
nesses  do  have  pricing  power,"  Kubarych  says.  "You  can't  argu 
that  away."  While  many  disagree  (see  columns,  p.  202  and 
205),  he  believes  China's  surging  demand  (despite  its  govern 
ment's  bid  to  rein  in  growth)  will  continue  to  stoke  inflatior 
aided  by  recovery  in  the  West. 

According  to  Kubarych,  since  these  developments  are  rela 
tively  recent,  they  won't  flame  out  soon.  In  2003  China  con 
sumed  7%  of  the  world's  crude  oil,  31%  of  its  coal,  30%  of  it 
iron  ore,  27%  of  its  steel,  25%  of  its  aluminum  and  40%  of  it 
cement — in  all  cases,  a  large  leap  from  two  years  before.  In  th 
U.S.,  he  goes  on,  employers  have  seen  higher  production  an< 
started  to  hire  again.  Employment  costs  for  the  first  quarter  ros 
at  an  annualized  4.4%  rate,  signaling  the  return  of  wages  as 
catalyst  for  inflation,  he  says. 

More  stats:  Manufacturing  goods  and  raw  materials  lik 
coal  climbed  at  an  8%  annual  rate  in  2004's  first  quarter  ani 
agricultural  prices  at  23%.  Plus,  73%  of  all  corporate  purchas 
ing  agents  report  that  the  prices  of  the  goods  they  buy  are  ris 
ing.  Just  last  December  only  37%  of  these  same  folks  sail 
prices  were  going  up.  What  else  is  going  higher?  Aluminurr 
brass,  coal,  corrugated  containers,  fabricated  steel.  Natural  ga 


Mr.  Reflation 


York  Stock  Exchange.  He 
joined  HVB  in  2001.  The 
intense,  fast-talking  econo- 
mist has  compiled  his  own 
impressive  record  of  prog- 
nostication. He  has  been 

particularly  insightful  on  monetary  matters.  Last  June,  when  the 
ten-year  Treasury  yielded  3.1%,  he  called  an  end  to  the  long- 
running  bond  rally.  With  the  ten-year  up  to  4.5%  today,  his 
prognostication  thus  far  appears  to  be  dead-on. 

A  longtime  observer  of  Fed  master  Alan  Greenspan, 
Kubarych  questions  the  Federal  Reserve's  current  anti-infla- 
tion efforts.  Greenspan,  he  says,  has  kept  interest  rates  low  for 
too  long  in  a  bid  to  combat  a  Japanese-style  deflation  that  never 
was  a  real  threat.  "He's  emphasizing  transitory  things  but  not 


Yes,  inflation  is  back,  says  Roger  Kubarych,  protege  of  Henry  Kaufman, 
the  Dr.  Doom  of  the  1970s.  Bet  against  Treasurys  and  buy  natural 
resources  stocks,  he  says  by  robert  lenzner  and  daniel  kruger 


has  risen  for  20  months,  nickel  for  8  months.  For  the  6  month 
ended  Mar.  30  gasoline' is  up  8.5%,  fuel  oil  11.4%,  appare 
4.7%,  nondurables  (less  food)  6.1% 

Another  inflationary  sign:  Deliveries  of  basic  raw  material 
are  the  slowest  since  1983.  "This  is  the  part  of  the  economic  pic 
ture  that's  being  ignored,"  he  warns.  "There  are  bottlenecks  an> 
strains  in  delivering  raw  materials." 

The  scorching  CPI  gain  for  March,  an  annualized  6.2%,  ha 
been  pooh-poohed  by  many  economists  as  temporary.  Since  th 
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•ailing  1 2-month  number  is  1.7%,  they  expect  consumer  prices 
I  settle  somewhere  close  to  that  for  2004.  Kubarych,  though, 

ojects  2.5%  for  the  year,  and  worse  numbers  after  that.  That 
iieans  that  a  ten-year  Treasury  paying  4.5%  is  no  bargain. 
The  Kubarych  defensive  strategy  for  worsening  inflation: 

rOCKS.  Making  money  in  the  coming  inflationary  years  is  a 

skier  proposition  than  in  the  late  1990s,  when  everyone  simply 
i  tched  a  ride  to  a  wide  array  of  helium-filled  securities. 

ubarych  doesn't  get  involved  in  the  favorite  Wall  Street  parlor 


game  of  guessing  exactly  what  the  broad  stock  market  will  do. 
Inflation  is  often  a  mixed  bag  for  equities:  Higher  pricing  power 
usually  beefs  up  corporate  revenues,  yet  higher  borrowing  and 
overhead  costs  can  eat  into  earnings.  For  stock  traders  a  multi- 
tude of  other  factors  may  come  into  play,  ranging  from  techno- 
logical innovation  to  terrorism  fears. 

Since  Kubarych  is  convinced  that  commodity  prices  will 
remain  strong,  he  advises  investors  to  focus  on  commodity- 
dependent  stocks.  In  other  words,  buy  stocks  in  railroads  that 
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carry  raw  materials  and  in  natural  resources  outfits  that  will 
benefit  from  demand  pickup,  especially  in  energy.  Although 
Kubarych  doesn't  pick  individual  stocks  himself,  he  steered  us 
to  William  Church  of  TGRA  Capital  Management,  who  hews  to 
the  Kubarych  philosophy. 

One  good  inflation  beneficiary,  says  Church,  is  Norfolk 
Southern  railroad,  whose  southern  and  midwestern  routes  posi- 
tion it  nicely  to  handle  the  rising  demand  for  coal,  needed  to 
replace  ever  costlier  and  scarcer  natural  gas.  Norfolk  Southern 
shares  trade  at  20  times  trailing  earnings.  Church  expects  earn- 
ings per  share  to  hit  $3  in  2005,  up  from  SI. 05  last  year. 

Freeport-McMoran  Copper  &  Gold  owns  the  lowest-cost 
copper  and  gold  mining  operations  in  the  world.  The  stock 
seems  pricey  at  43  times  trailing  earnings,  but  that  reflects  one- 
time events  like  a  production  shutdown  due  to  a  landslide  at  its 
Indonesian  gold  mine  and  a  charge  taken  last  year  for  retirement 

How  to  Beat  Inflation  

You  can  buy  an  array  of  instruments  to  protect  yourself,  listed 
here.  There  are  also  three  ways  to  benefit  from  declining 
Treasury  prices,  two  of  them  via  shorting. 

TREASURYS 

►  Short  an  ETF:  iShares  Lehman  1-3  Years  (82.  SHY) 

►  Short  December  2004  Treasury  contract.  Chicago  Board  of  Trade 

►  Put  option  on  SHY,  maturing  in  December,  strike  price  $82 
I  ►  Rydex  Juno,  bearish  mutual  fund,  expense  ratio  1.4 

COMMODITIES 

►  Goldman  Sachs  Commodity  Index.  Chicago  Merc,  index:  2891 

►  Fidelity  Select  Energy  Service  mutual  fund,  expense  ratio  1.1 

STOCKS 

►  Norfolk  Southern  (24,  NSC),  Freeport-McMoran  (31,  FCX), 
Transocean  (28,  RIG)  

Prices  as  of  Apr.  30.  Contract  size:  Multiply  $250  times  index  level  of  289  =  $72,250 
Sources:  Bloomberg;  Bank  of  America. 

of  $25  million  in  debt.  Here  you  have  to  assume  that  gold  and 
copper  prices  will  stay  robust;  gold  prices  are  notoriously 
volatile.  Church's  Freeport  estimate  for  2005  is  $4  per  share,  up 
from  last  year's  $  1 .06. 

Transocean  Inc.,  the  world's  largest  deepwater  drilling  oper- 
ation, has,  until  recendy,  not  partaken  of  the  energy  boom  since 
land-based  drillers  seemed  to  be  favored.  That  situation,  how- 
ever, is  turning  as  orders  begin  to  appear,  and  Transocean  has 
the  giant  rigs  to  do  the  job.  Last  year's  EPS  was  a  mere  nickel;  it 
should  be  $3  in  2005. 

COMMODITIES.  You  could  buy  a  futures  contract  for  the  Gold- 
man Sachs  Commodity  Index.  Traded  on  the  Chicago  Mer- 
cantile Exchange,  the  Goldman  index  has  a  futures  contract 
size  of  $72,000.  The  most  prudent,  if  expensive,  way  to  buy  this 
is  to  put  up  the  entire  amount  yourself,  typically  using  Treasury 
bills  as  collateral.  Or  you  could  front  as  little  as  $4,000.  De- 
positing the  minimum  carries  a  risk  of  a  margin  call.  If  your 
contract  loses  4%,  you'll  need  to  toss  in  another  $4,000.  The 
Goldman  index  covers  the  commodities  universe,  from  crops 
to  livestock  to  metals  to  energy.  Note  that  energy  is  now  two- 
thirds  of  the  index. 

An  alternative  is  a  commodities  mutual  fund.  One  of  the 
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best  is  Fidelity  Select  Energy  Service,  which  specializes  in  com] 
panies  that  are  in  the  drilling  business.  The  fund's  expenses  are 
1.12%  of  assets  yearly,  not  bad  compared  with  the  1.7%  averag^ 
for  natural  resources  funds.  You  need  a  minimum  $2,500  investj 
ment  to  get- in.  It  has  had  some  great  years  (up  50%  in  2000)  and 
some  lousy  ones  (down  21%  in  2001 ).  Over  the  past  ten  years  u 
has  posted  an  annual  15%  return,  three  percentage  points  bette|| 
than  the  S&P  5(X)'s  showing. 

TREASURYS.  You  can  say  two  things  about  Treasurys  with  con-> 
fidence:  They  are  very  liquid,  and  their  prices  will  drop  if  rates 
rise.  That  already  started  to  happen  after  the  release  of  th$ 
March  employment  report  (308,000  net  new  jobs,  the  largest 
gain  in  several  years).  Kubarych  predicts  the  yield  on  ten-yea^ 
Treasurys  will  rise  by  April  2005  by  one  point  to  5.5%,  a  yield] 
that  is  still  lower  than  the  rate  of  increase  in  nominal  (not  infla- 
tion-adjusted) gross  domestic  product.  "I  give  an  interest  rata 
hike  a  25%  probability  before  the  election,  100%  after  the  elec-l 
tion,"  Kubarych  says  vehemendy. 

Shorting  Treasurys  is  not  easy  to  do  for  individuals.  Most 
brokers  won't  touch  a  short  order  for  less  than  SI  million] 
Investors  also  must  pay  the  broker,  who  lent  them  the  security  to| 
short,  1%,  or  a  minimum  $10,000.  (All  investors  who  sell  a  bondj 
short  owe  its  coupon  interest  to  the  person  who  bought  thej 
bond;  they  can't  keep  the  income.) 

Another  way  of  going  short  is  to  do  so  with  the  shares  oi 
exchange-traded  funds  that  own  Treasurys.  Again,  you  owd 
interest  declared  by  the  funds,  and  you  will  probably  be  denied 
interest  earnings  on  the  proceeds.  At  least  the  ETFs  for  T  bonds 
are  liquid  and  available  in  small  denominations;  around  1  mil4 
lion  shares  of  Treasury  ETFs  change  hands  per  day.  At  the  long 
end  of  the  yield  curve  is  the  iShares  Lehman  20+  Treasury  Bond 
Fund;  at  the  short  end  is  the  iShares  Lehman  1-3  Years  fund. 
Fed  rate  hike  should  zap  short  Treasurys  the  most,  particular™ 
considering  the  steepness  of  the  yield  curve.  The  pros  prefer  thd 
short-maturity  ETF,  betting  that  a  news  event  like  a  good 
employment  report  will  slam  bond  prices. 

The  easy  way  is  to  buy  a  put  on  the  short-term  iShare  fundj 
good  for  100  shares,  costing  SI. 25  and  expiring  in  December. 
Say  the  security,  now  at  $82,  falls  to  $75.  You  make  $575  on  a 
cost  of  $125. 

Yet  another  approach:  Go  short  a  futures  contract  on  ten- 
year  Treasurys.  The  December  contract,  covering  $100,0001 
worth  of  6%  T  notes,  was  recendy  trading  at  SI 07,  equivalent  to 
a  yield  of  5%.  (For  complicated  arbitrage  reasons,  that's  a  bin 
higher  than  the  spot  yield  of  4.5%  on  T  notes  bought  today.)  If 
the  ten-year  rate  in  December  ends  up  at  5.5%,  half  a  poind 
higher  than  where  the  December  futures  contract  is  now  trad-1 
ing,  a  short  position  in  one  of  those  contracts  will  Weld  a  $4,000) 
gain  on  an  original  investment  of  $3,150. 

Don't  like  doing  it  yourself?  Try  something  like  the  Rydex: 
Juno  Fund.  It  uses  techniques  like  shorting  U.S.  Treasurys  andl 
buying  put  options  on  Treasury  contracts  to  produce  synthetici 
short  positions  that  could  profit  from  interest  rates  rising  andl 
bond  prices  declining.  The  Juno  fund  has  a  minimum  S25,000| 
investment  and  rather  steep  expenses  of  1.4%.  F' 


After  117  years  of  building  sound  financial  plans  for  clients,  we  can  say  without  reservation  that 
one  size  does  not  fit  all.  Every  client  need  is  as  unique  as  the  client  who  walks  in  the  door.  That's 
why  our  financial  consultants  are  completely  free  to  serve  the  client's  interests  and  nothing  else. 
To  meet  with  an  A.G.  Edwards  financial  consultant,  visit  www.agedwards.com  or  call  (866)  379-4243. 


A.G.  EDWARDS 

FULLY  INVESTED  IN  OUR  CLIENTS, 


PUTTING  LIMITS  ON  THE  CHOICES 
FINANCIAL  CONSULTANTS  CAN  OFFER: 

TO  US  THAT'S  LIKE  SAYING, 
"HAVE  ANYTHING  ON  THE  MENU 
YOU  WANT  AS  LONG  AS  IT'S 
A  HAM  SANDWICH." 


©2004  A.G.  Edwards  &  Sons,  Inc.  •  Member  SIPC 
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TAXING  MATTERS 


Conversion  Time 

More  taxpayers  are  about  to  become  eligible  to  transform  their 
traditional  IRAs  into  Roth  IRAs,  which  take  the  tax  hit  up  front. 
Lucky  them.  Here's  how  to  switch  I  by  ashlea  ebeling 


TALK  ABOUT  DELAYED  GRATIFI- 
cation.  On  Jan.  1, 2005  a  largely 
forgotten  provision  of  a  1998 
tax  law  will  finally  kick  in, 
allowing  certain  affluent 
retirees  a  chance  to  convert  their  tradi- 
tional IRA  accounts  into  Roth  IRAs.  That's 
one  reason  now  is  a  fine  time  to  consider 
a  conversion.  Another  is  that  with  the  fed- 
eral budget  deficit  mounting,  tax  rates 
probably  aren't  going  any  lower  and 
could  soon  head  higher,  making  Roth 
conversions  even  more  attractive  now. 

First  the  basics:  A  traditional  individ- 
ual retirement  account  is  funded  with 
pretax  dollars.  Investments  grow  tax 
deferred,  and  withdrawals  are  taxed  at 
ordinary  income  rates,  with  a  current  top 
federal  rate  of  35%.  A  Roth  is  funded 
with  aftertax  dollars,  but  any  withdrawals 
made  after  five  years  and  past  age  59  V2  are 
tax  free.  Roths  have  a  special  advantage 
for  those  with  Methuselah  genes:  While 
you  must  begin  withdrawing  funds  from 
a  traditional  IRA  the  year  after  you  turn 
7OV2,  you  and  your  spouse  can  leave  a 
Roth  untouched  and  growing  tax  free  as 
long  as  you  live.  In  fact,  you  can  leave  all 
of  the  Roth  to  your  children  or  grandchil- 
dren and  they  will  have  years  or  even 
decades  (depending  on  their  ages  when 
they  inherit)  to  deplete  it. 

Now  for  conversions:  You  declare  all 
or  part  of  a  traditional  IRA  as  taxable 
income  now,  pay  federal  and  state  tax  on 
that  amount  and  then  convert  the  money 
into  a  Roth.  If  you  want  to  move  it  to  a 
new  bank  or  fund  company,  you  can  do 
that  and  you  have  60  days  to  toy  with  the 
money.  More  likely,  you  will  let  it  sit  right 
where  it  is.  Nothing  happens  except  that 
you  get  a  1099-R  form  declaring  the  entire 
account  as  income. 

Unfortunately,  as  with  many  tax 


goodies,  there's  a  provision  designed  to 
make  sure  folks  who  earn  too  much 
don't  benefit.  Roth  conversions  are 
allowed  only  for  taxpayers  with  "modi- 
fied adjusted  gross  income"  of  $100,000 
or  less — before  the  income  recognized 
from  a  conversion  is  counted.  The  same 
$100,000  cutoff  applies  whether  you're 
single  or  married  filing  jointly;  you  can't 
convert  if  you're  married  and  filing  sep- 
arately. (There's  a  different  cutoff  for 
annual  contributions  to  a  Roth — eligi- 
bility begins  to  phase  out  at  $95,000  for  a 
single  filer  and  $150,000  for  a  couple.) 

So  here's  the  change:  As  of  2005  those 
70  72  and  older,  who  are  forced  to  take  dis- 
tributions from  a  traditional  IRA,  won't 
have  to  count  those  forced  minimum 
payouts  in  calculating  that  year's  modi- 
fied adjusted  gross  income.  (For  more  on 
what  counts  in  MAGI,  see  IRS  Publication 
590.)  Suppose  a  72-year-old  widow  has  a 
$1  million  IRA  and  $80,000  a  year  in  non- 
IRA  income.  The  mandatory  payout  from 
her  IRA  is  $39,000.  She  can't  convert  this 
year,  but  in  2005  she  can.  (Congress 
delayed  this  change  so  long  as  part  of  a 
budgetary  game.) 

While  only  older  IRA  owners  benefit 
from  this  provision,  potentially  anyone 
can  at  some  time  find  a  window  of 
opportunity  to  convert.  For  example: 
retirees  who  depend  on  now-low-yielding 
investments  for  income;  younger  folks 
between  jobs;  and  small-business  owners 
who  can  use  temporary  and  generous 
equipment  expensing  and  bonus  depreci- 
ation provisions  to  reduce  their  taxable 
net.  "Lots  of  times  it's  a  one-year  oppor- 
tunity. If  it  comes  along,  take  it,"  says 
Susan  Hirshman,  a  financial  planner  at 
IPMorgan  Fleming  Asset  Management. 

Why  would  anyone  elect  to  pay  a  tax 
now  that  could  be  deferred?  Normally, 


that's  not  a  smart  thing  to  do.  But  you 
family  could  come  out  ahead,  particu 
larly  if  you  pay  all  or  most  of  the  taxe: 
due  on  the  conversion  with  funds  fron 
outside  your  IRA  and  if  you  intend  tt 
leave  the  Roth  to  your  kids  or  not  tap  i 
for  many  years.  As  a  bonus,  you'v< 
removed  the  cash  used  for  taxes  on  th< 
conversion  from  your  estate,  potentially 
saving  estate  taxes,  too,  says  Gobinc 
Daryanani,  a  financial  planner  ir 
Chatham,  N.J. 

To  see  how  the  numbers  might  worl< 
for  your  family,  try  the  Brentmark  Soft- 
ware calculator  at  forbes.com/extra 
which  provides  results  in  discountec 
present  dollars.  Example:  A  63-year-olc 
husband  and  his  60-year-old  wife  have 
an  AG  I  of  $60,000  and  a  33-year-olc 
daughter.  The  man  has  $100,000  he  does- 
n't need  in  a  traditional  IRA.  Assume  the 
IRA  grows  a  modest  5%  a  year,  inflation  i; 
2.5%  and  tax  rates  don't  change.  Basec 
on  average  life  expectancies,  he'll  realize 
$60,000  after  taxes  from  the  IRA,  his  wife 
(after  he  dies)  will  get  another  $29,00C 
after  taxes,  and  the  daughter  (aftei 
mom's  death)  will  end  up  with  $70,00C 
after  taxes.  That  gives  the  traditional  IRA 
a  total  aftertax  discounted  present  value 
of  $159,000. 

What  if  he  converts  the  $100,000  this 
year  to  a  Roth  and  the  couple  lets  it  grow 
untouched  for  their  daughter?  He  must 
pony  up  $24,000  in  extra  federal  taxes 
now,  but  the  daughter  ends  up  with 
$26-1,000  (valued  in  present  dollars)  over 
her  life,  tax  free.  So  the  family  realizes 
$237,000,  net,  from  the  Roth.  The  con^ 
version  looks  even  better  if  you  assume  a 
higher  investment  return.  If  that  imme- 
diate tax  bill  spooks  the  dad,  he  can  both 
reduce  and  delay  it  by  converting  the 
$100,000  over  four  years,  thus  staying  in 
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OF  THE  BIG,  BAD  CONSUMER-DIRECTED  HEALTH  PLAN? 


No  need  to  worry -Blue  Cross  of  California  will  be  there  with  you  every  step  of  the  way  through  the  seemingly  daunting  process 


of  introducing  your  employees  to  the  new  generation  of  cost-saving,  consumer-empowering  plans.  We'll  help  you  allay  the  fear 
of  the  unknown  at  your  company  by  providing  the  tools  and  support  you'll  need  to  educate  your  employees  on  our  innovative 
new  plans.  Everything  from  instructive  Web-based  tools  to  clear,  easy-to-understand  materials.  We'll  even  provide  a  variety  of 
health-education  and  assessment  tools  to  help  your  employees  make  informed  decisions.  To  learn  more,  call  your  broker  today. 

Health  •  Life  •  Dental  I  Blue  Cross  of  California.  The  Power  of  Blue:" 


Medical  coverage  in  CA  provided  by  Blue  Cross  of  California  (BCC)  and/or  Blue  Cross  Life  8c  Health  Insurance  Co.  (BCL&H).  Medical  coverage  outside  of  CA  provided  by  BCL&H  under  a  group  policy  issued 
in  CA.  BCC  and  BCL&H  are  independent  licensees  of  the  Blue  Cross  Association.  $  and  SM  of  the  BCBSA. @ 2003  BCC. 


BlyeCross 

^California 


A  FORBES. SYBASE  AND 
INTEL  SEMINAR  SERIES 

Not  a  Sci-Fi  scenario  anymore,  Wi-Fi  delivers 
the  real-world  promise  of  mobile  solutions 
and  has  the  power  to  transform  the  way  we  work. 

Join  senior  technology  executives  and  examine 
the  potential  of  next  generation  wireless 
technologies.  Critical  issues  to  discuss  include:  


IN  THE 

21st  CENTURY 
WORKPLACE 

JUNE  2004 


Assessing  your  organization's  readiness 
Deploying  a  business  case  for  Wi-Fi 
Integration  into  your  existing  infrastructu 
-•  Ensuring  security 
-*  Forecasting  and  quantifying  ROI 
Risks  and  rewards  inherent 
in  next  generation  Wi-Fi 


JOIN  US  IN  THE  CITY  NEAREST  YOU  AND  BRING  THE  FUTURE  0 
A  TRULY  MOBILE  ORGANIZATION  TO  YOUR  ENTERPRISE  -  TODA 


June  8 

7:OOam-IO:30am 
Mandarin  Oriental 
Washington,  D.C. 


June  10 

3:00pm-8:30pm 
Four  Seasons 
San  Francisco,  CA 


June  9 

7:00am-l0:30am 
The  Ritz-Carlton 
Chicago,  IL 


June  14 

3:00pm-8:30pm 
The  Ritz-Carlton 
New  York,  NY 


For  more  information  and  to  register,  please 
visit  www.forbesconferences.com.  Or  contac 
Jessica  Kouvaros  at  212-367-2523; 
jkouvaros@forbes.com. 

Admission  is  complimentary,  but  space  is 
limited  so  be  sure  to  reserve  your  spot  today 
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a  lower  tax  bracket  (if  rates  don't  rise). 

Remember  to  factor  in  state  taxes,  too. 
Illinois,  for  example,  doesn't  make  you 
pay  state  income  tax  on  any  conversions. 
New  York  doesn't  tax  the  first  $20,000 
( per  year)  that  you  convert  if  you're  over 
59  V:  and  have  no  other  pension  income, 
notes  IRA  expert  Edward  Slott  of 
Rockville  Centre,  N.Y.  He  typically 
advises  clients  to  convert  the  desired 
amount  all  at  once  and  be  done  with  it. 
"The  key  is  to  get  as  much  into  the  Roth 
as  soon  as  possible,"  Slott  says. 

Whatever  your  approach,  coordinate 
any  conversion  and  the  payment  of  state 
and  local  taxes  on  it  or  you  could  end  up 
losing  the  deduction  for  state  and  local 
taxes  to  the  alternative  minimum  tax.  (It's 
usually  best  to  pay  the  state  tax  the  same 
year  you  recognize  the  conversion 
income.)  And  if  you're  worried  about 
future  creditors — say  you're  in  a  high- 
isk,  oft-sued  medical  specialty — check  if 
^our  state  has  extended  the  same  bank- 
ruptcy protection  to  Roth  IRAs  as  tradi- 
tional IRAs.  (Most  haven't,  but  New  York 
and  New  Jersey,  among  others,  have.) 

A  gift  to  charity  in  the  same  year  you 
convert  can  soften  the  tax  blow.  Boston 
estate  lawyer  George  Cushing  has  a  client 
n  his  50s  whose  income  will  be  tem- 
porarily down  to  $95,000  this  year.  He  is 
considering  converting  a  $2.5  million  IRA 
into  a  Roth  and  at  the  same  time  making 
a  $1.2  million  charitable  gift  from  a  sepa- 
rate $3.5  million  taxable  brokerage 
account. 

Still  on  the  fence?  Converting  to  a 
3oth  is  essentially  risk  free  in  the  short 
erm  because  the  government  gives  you 
antil  Oct.  1 5  of  the  year  after  you  con- 
cert to  switch  back  to  a  traditional  IRA.  If 
t  turns  out  your  income  was  more  than 
$100,000  in  the  conversion  year,  you'll 
lave  to  switch  back.  Or,  if  your  Roth  has 
dropped  in  value,  you  can  undo  the  con- 
version by  the  next  Oct.  15,  get  a  refund 
}f  the  conversion  tax  and  try  the  conver- 
ion  again  after  waiting  just  30  days. 

The  law  lets  you  cherry-pick:  When 
i/ou  convert,  you  can  set  up  separate  Roth 
iccounts  for  different  investments,  keep 
hose  that  do  well  and  switch  back  any 
hat  dropped.  Then  you  can  reconvert  the 
[declining  funds  and  pay  less  tax.  F 
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PROCESS  HUNDREDS 
OF  PAYMENTS  IN 
MINUTES.  SAVE 
THOUSANDS  OF 
DOLLARS  IN 
TRANSACTION  FEES! 

When  you  have  suppliers  to  pay  all 
over  the  world,  Global  Clearing  on  your 
company's  desktop  can  make  the 
process  cheaper,  faster,  easier,  and  more 
efficient  than  you  ever  thought  possible. 

Each  payment  instruction  is  uniquely 
authenticated  and  a  sophisticated 
transaction  engine  delivers  error-free 
data.  Fully  redundant  operations  centers 
facilitate  the  routing  of  payments, 
ensuring  information  is  never  lost. 
Real-time  posting  gives  you  an 
accurate,  instant  global  status  report 
with  just  a  few  clicks. 


FCIB 


To  make  your  global  payment  system 
world-class,  see  our  free  online  demo 
at  www.globalclearingdemo.com/fbs  or 
call  1-888-457-1231,  ext.  2100  today. 


FCIB  Global  Clearing: 

With  Global  Clearing  you  can: 

Upload  large  volumes  of  international  payments  by 
simply  inputting  the  beneficiary  code  and  the 
amount  to  be  paid. 

Upload  batch  payment  instructions  directly  from 
your  back-office  systems. 

Connect  your  legacy  systems  with  Global  Clearing 
using  a  universally  accepted  file  format. 

Authorize  and  authenticate  bulk  payments  in 
compliance  with  your  corporate  signature 
management  policies. 

Generate  payment  instructions  in  one  city,  review 
them  in  another,  and  approve  them  in  a  third. 

Assign  employees  different  account  access  to 
prepare  payments  in  bulk,  view  accounts  and  verify 
payment  information  on  authorized  transactions. 

Make  global  payments  in  any  currency,  anytime, 
and  manage  accounts  online  24/7. 


>  2004  First  Curagao  International  Bank  N.V 


A  MIND  IS  A 
TERRIBLE  THING 
TO  WASTE. 


JANNIE  JfOoliK 
U«m:  To  «„,,,.  forei  , 

^orforthepraa.font. 


Please  give  to 


the  United  Negro  College  Fund 
mm   Call  1-800-332-UNCF  today 
or  visit  www.uncf.org 


JOIN  THE 

FORBES.COM 

CEO  NETWORK 


Join  the  over  5,000  senior  executives 
from  around  the  globe  who  have 
restricted  access  to  unique  content, 
discussion  boards,  chats  and  polls. 

Membership  in  the  CEO  Network 
is  free  to  qualified  applicants. 

Email  ceoinvite@forbes.net  to 
request  your  membership  invitation. 


Sponsored  by 
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Go  East,  Young  Man 

The  European  Union  just  got  some  new  members  from  the  old  Eastern  bloc.  Charlemagne 
Capital's  Andrew  Wiles  finds  some  good  stocks  on  the  capitalist  frontier  I  by  michael  freedman 


FROM  HIS  PERCH  IN  THE  CIVILIZED 
confines  of  London,  longtime 
nexus  of  capital  markets  and 
once  home  to  Karl  Marx, 
Andrew  Wiles  trades  stocks  in 
former  workers'  paradises  of  eastern 
Europe.  Having  shed  their  communism 
and  outgrown  their  wild  ways  after  the 


Soviet  Union  fell,  eight  ex-Eastern-bloc 
nations  including  Hungary  and  the  Czech 
Republic  joined  the  Brussels-based  Euro- 
pean Union  on  May  1  ( Cyprus  and  Malta 
also  joined).  That  association  should  be  a 
big  boost  for  them  economically — and 
for  their  stocks. 

Wiles,  30,  who  remembers  the  chaos 


after  the  Russian  capital  markets 
tanked  70%  in  1998,  is  much  more 
confident  about  the  new  EU 
members'  stability.  A  portfolio 
manager  with  London-based 
Charlemagne  Capital,  he  expects 
these  emerging  European  countries 
to  follow  the  same  path  as  Ireland, 
which  joined  Europe's  economic 
consortium  in  1973,  and  Greece, 
admitted  in  1981.  Both  nations  saw 
lower  unemployment  and  interest 
rates,  and  better  growth  and 
spending  power. 

And  still  more  changes  are  in 
the  works  for  the  former  Warsaw 
Pact  members,  including  budget 
deficit  decreases,  which  they  need 
for  applying  to  Brussels  to  adopt 
the  euro,  a  separate  step  after  join- 
ing the  EU.  Wiles  believes  that 
within  24  months  these  newest 
members  will  no  longer  be  consid- 
ered emerging.  They'll  be  able  to 
call  themselves  developed  markets. 

To  prepare  for  uniting  with  the 
EU,  the  eastern  European  nations 
privatized  onetime  state-owned  in- 
dustries, improved  corporate  trans- 
parency and  underwent  a  series  of 
often  wrenching  fiscal  and  labor 
reforms.  As  a  result  they  are  grow- 
ing far  faster  than  some  moribund 
old  members.  Over  the  last  year  the 
Czech  Republic  saw  2.8%  growth 
compared  with  zero  growth  in  Ger- 
many; Hungary's  gross  domestic 
product  increased  2.7%  and  is  expected  to 
grow  3.6%  this  year. 

Charlemagne  is  named  after  the  Holy 
Roman  emperor  who  unified  Europe, 
and  its  portfolio  managers  have  been 
watching  the  current  economic  unifica- 
tion as  long  as  anyone.  Founded  in  1 993, 
the  London  money  manager  today  has 
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i  we  started  there  was  nothing  but  sand,  birds  and  sky.  Today,  lakes  have  replaced  the  sand.  Tall  towers  reach  out  to 
tars.  Golfers  sink  birdies  on  world-class  golf  courses.  We  pioneered  this  development  in  Dubai.  We  were  the  first  to 
he  dream  of  Dubai  as  a  modern,  world-class  city.  And  we  weie  the  first  to  see  it  through. 

re  changing  Dubai's  future.  Visit  www.emaar.com 


DUBAI 

Shaping  the  Future.  Today. 


Money  &  lnvesting_ 

98%  t  >f  its  f  1 .4  billion  in  assets  invested  in 
emerging  Furope  Along  with  his  boss  at 
Charlemagne,  Stefan  Bottcher,  40,  Wiles 
begins  every  quarter  screening  1,250 
companies,  weeding  out  weak  ones.  This 
initial  screening  cuts  out  90%  of  compa- 
nies, most  from  smaller  I  I.  entrants  like 
Slovenia,  Estonia  and  Slovakia,  and  elim- 
inates the  biggest  potential  pitfall  of  an 
emerging  hind:  getting  stuck  in  a  position 
because  there  are  no  bids  on  the  market. 

After  that  the  British  Wiles  and  the 
GCTRUHI  Bottcher  look  at  1 30  companies, 
some  from  non  1 1  places  like  Russia,  and 
larger  economies  like  Poland,  Hungarv 
and  the  (  vech  Republic.  They  spend  half 
of  each  month  visiting  companies  and 
quu  klv  reject  those  that  are  poorly  man 
aged  as  well  as  those  with  overstretched 
balance  sheets  and  poor  cash  flow.  The 
winners  are  either  cheap  in  relation  to 
competitors  in  western  F.urope  or  poised 
to  prosper  from  the  elimination  of 
trade  barriers  within  the  EU, 

Despite  his  vouth.  Wiles  has  a 
solid  background  in  the  erstwhile 
Pastern  bloc  and  its  embryonic 
stocks.  He  skipped  college  and  in 
f993  went  to  work  for  a  hedge 
fund,  Buchanan  Partners,  that  spe 
cialized  in  emerging  markets.  The 
frustration  ba*.  k  then  was  the  great 
difficulty  quantifying  investments 
in  eastern  Kurope,  where  account- 
ing and  disclosure  were  considered 
foreign  concepts.  In  PWS  Wiles  and 
other  Buchanan  monev  managers 
left  to  focus  on  eastern  F.urope, 
forming  a  partnership  with  a  Hong 
Kong  firm  that  later  morphed  into 
Charlemagne. 

W  iles  manages  one  l.'.S.  mutual  fund 
for  Charlemagne,  the  Pastern  Furope 
fund,  distributed  bv  U.S  Global  Investors 
in  San  Antonio,  lex.  This  is  not  a  bargain. 
It  charges  investors  2%  of  assets  in  vearlv 
expenses.  But  the  fund  is  up  1 7%  this  vear 
and  turned  in  a  scorching  M%  return  in 
2003.  For  the  past  five  vears  it  has  clocked 
an  annual  24(V  winch  is  two  percentage 
points  better  than  the  MSC1  Eastern 
Furope  Emerging  Market  index  Half  of 
its  money  is  in  eastern  Europe,  the  rest 
111  Russia. 

If  you  don't  want  to  buv  this  fund. 


you  can  buy  most  of  Wiles'  stocks  as 
Global  Depositary  Receipts.  Wiles  likes, 
for  instance,  Hungarian  OTP  Bank, 
which  now  makes  up  5%  of  the  fund's 
portfolio.  It  trades  at  12  times  trailing 
earnings.  There  is  a  big  growth  oppor- 
tunity in  eastern  European  private- 
sector  lending:  Wiles  says  such  lending 
is  35%  of  GDP  in  Hungary,  compared 
with  1 1 0%  of  GDP  in  western  Europe. 

Moreover,  Wiles  says  Hungarian 
interest  rates  were  ten  percentage  points 
higher  than  German  bonds  just  five 
years  ago.  Today  the  spread  is  just  four 
points,  and  that  should  continue  to  nar- 
row as  the  nation  moves  closer  to  join- 
ing the  euro  currency  club.  Current  low 
interest  rates  stimulate  demand  for 
credit,  and  this  bank,  with  an  estab- 
lished retail  network,  already  owns  40% 
of  the  nation's  mortgage  business. 

Wiles  also  looks  at  companies  that 


Warsaw  Pact  Wonders 


and  former  L'.S.  ambassador  to  Aus 

Gedeon  Richter  RT,  eastern  Europ 
largest  pharmaceutical  by  market  valm 
concentrates  on  generic  drugs  and  ha 
virtually  no  intellectual  property  of  il 
own.  Wiles  says  the  companv  is  a  ka 
player  in  the  contraceptive  business, 
high-margin  enterprise  that  could  groi 
as  living  standards  improve.  Health  caa 
budgets  in  eastern  Europe  are  relative! 
low,  Wiles  says,  and  the  market  shoui 
rise  as  countries  get  wealthier  and  mon 
drugs  become  eligible  for  governmen 
reimbursement. 

The  Hungarian  companv  trades  at 
20%  discount  to  Israeli  generics  giau 
Teva.  Wiles  sees  15%  to  20%  earnin 
growth  over  the  next  vear. 

Finally,  Wiles  savs  there  are  remnara 
of  old  government-owned  companii 
that  can  be  purchased  cheap.  Czed 
company  Cez,  for  instance,  owns  ~0a 


will  prosper  as  general  living  standards 
improve.  Central  European  Media,  for 
instance,  is  the  top  broadcaster  in  new  F.U 
countries  like  Slovenia  and  Slovakia  as 
well  as  Ukraine  and  Romania.  These  are 
among  the  poorest  nations  in  F.urope  but 
are  growing  quickly  Wiles  savs  advertis- 
ing spending  per  capita  is  a  fraction  of 
what  he  sees  in  western  Furope,  leading 
him  to  believe  that  ample  room  exists  for 
the  $1 18.5  million  (sales)  company  to 
increase  revenues  1 5%  to  20%  each  vear. 
Up  to  now  it  has  run  red  ink.  The 
Bermuda  based  companv  is  controlled 
v71%1  bv  New  York  financier  Ronald 
LtodCE  heir  to  the  Fstee  Lauder  fortune 


of  the  electncitv  generation  mark 
there  and  virtually  all  the  distribution 

Stable  cash  flow  and  rising  divit 
make  it  attractive,  says  Wiles,  an 
companv  likelv  will  get  a  boost 
cheap  power  to  places  like  Germ: 
which  has  seen  a  30%  increase  in  wh 
sale  power  prices  in  the  last  vea 
trades  at  "  times  earnings  versus  21 
German  power  giant  RWE. 

And  W  iles  expects  growth  in  d 
nations  will  continue.  "What's  it 
exciting  to  me  personally,"  he  savs 
investing  in  countries  that  are  undergi 
4  sustained  transformation  from  I 
boom-bust  mentalitv." 


r  O  H  a  I 


Build  your  legacy. 


| 


I 


What  lasting  impact  can  you  truly  make?  We  asked  this  question  as  a  company  when  we 
were  chartered  over  three  decades  ago.  Our  answer?  Our  legacy  will  be  seen  in  the  eyes  of 
families  and  their  children,  and  in  the  communities  we  help  shape.  The  people  we  serve  are 
energetic,  goal-directed,  and  diverse  —  just  like  the  professionals  who  define  our 
growing  organization.  We  invite  you  to  bring  your  own  individual  perspective  to  the  Fortune 
100  leader  whose  clear  mission  is  to  bring  greater  stability  to  the  nation's 
mortgage  markets,  and  to  expand  opportunities  for  homeownership  and 
affordable  rental  housing. 


We  have  opportunities  for  professionals  in  a  variety  of  areas  including: 


•  Internal  Audit 

•  Information  Technology 

•  Accounting  &  Finance 

•  Underwriting 

•  Human  Resources 

To  learn  about  our  superior  benefits,  including  relocation  assistance,  to  apply  online,  and  for 
full  details  on  our  opportunities,  please  visit  our  Web  site  at:  www.FreddieMac.com  and  click 

on  'Careers'.  Freddie  Mac  is  an  equal  opportunity  employer  who  firmly  supports  and 
recognizes  the  value  of  diversity. 

www.FreddieMac.com 


Freddie 
Mac 


We  Open  Doors* 


To  advertise  call  (212)  509-3480  or  e-mail  forbes@mongoosemedia.com 


For  more  financial  stats,  go  to  www.forbes.com/makers. 


once-stodgy 
nsmaker  tries 
to  step  out. 


Denim  Deal 

It's  a  sad  case  of  a  celebrated  brand  going  sour.  In  the  1960s  they  were  the  ulti 
mate  statement  of  baby-boomer  rebellion.  Lately  Levi's  jeans  have  seemed 
stodgy.  But  a  new  push  to  sell  them  to  the  mass  market,  at  Wal-Mart  Store 
and  Target  under  the  cheap  (under  $25)  Signature  jeans  line,  seems  to  be  pay  I 
ing  off.  LEVI  STRAUSS  narrowed  its  first-quarter  loss  to  $2  million  (versus  $5}| 
million  in  the  year-ago  period)  on  10%  sales  growth  to  $962  million.  Last  yea  f 
Levi's  lost  $349  million  amid  sliding  sales. 

Chief  Executive  Philip  Marineau  also  is  slashing  costs,  closing  its  las I 
remaining  North  American  sewing  factories.  The  company  has  refinanced  it 
massive  (82%  of  capital)  debt  load.  Other  steps:  In  December  the  Haas  family! 
which  controls  the  privately  held  company,  replaced  the  chief  financial  office 
and  hired  turnaround  experts  Alvarez  &  Marsal. 

That's  why  Lawrence  Caplan,  a  managing  director  at  National  Securi  I 
ties,  says  the  time  is  ripe  to  buy  in.  "This  is  do  or  die  for  the  Haas  family,"  h» 
says.  While  there  are  no  common  shares  to  be  had,  Caplan  recommends  buy  I 
ing  the  bonds.  This  is  not  a  tactic  for  the  fainthearted.  Levi's  debt  is  rated  CCC 
almost  as  low  as  you  can  get  without  having  a  defaulted  bond.  The  7%  note; 
due  2006  are  trading  at  87  cents  on  the  dollar  for  a  13%  yield.  So  you  an 
being  paid  well  to  take  on  this  risk.  Caplan  boldly  predicts  that  the  bonds  will 
pay  off  at  maturity.  — Matt  Ranc\ 


Good  Sport 


The  summer  Olympics  are  typically  a 
boon  to  sporting  goods  stores.  Couch 
potatoes  are  spurred 
to  buy  things  like 
running  shoes,  even 
if  the  footwear  is 
destined  to  collect 
dust  in  closets.  That 
bodes  well  for  the 
segment  in  general, 
but  in  particular  for 
SPORTS  AUTHORITY  (38,  TSA),  the  nation's 
largest  specialty  retailer  of  athletic 
goods,  says  analyst  Ralph  Jean  of 
Wachovia. 

Gart  Sports  merged  with  Sports  Au- 
thority in  2003,  continued  to  operate 
under  the  Sports  Authority  name  and 
began  retooling  the  combined  385 
stores,  including  beefing  up  its  profitable 
golf  selection  and  adding  ski  gear,  a  line 
largely  ignored  by  other  national  chains. 
The  stock  trades  at  20  times  forward 
earnings.  The  largest  competitor,  Dick's 
Sporting  Goods,  fetches  28  times  for- 
ward earnings.  -—Brendan  Coffey 


Decent  Gamble 

You  don't  have  to  own  a  casino  to  make 
money  in  gambling.  Just  ask  gaming  giant 
SCIENTIFIC  GAMES  (18,  SGMS),  which  supplies 
scratch  tickets  to  two-thirds  of  the  U.S. 
instant  lottery  market,  operates  online 
lotteries  in  16  countries  and  provides 
wagering  systems  for  racetracks.  Rev- 
enues increased  23%  to  $561  million  in 
2003;  net  income  rose  31%  to  $52  mil- 
lion. The  first  quarter  was  better  still,  with 
earnings  up  80%  to  $20  million  on  a  51% 
sales  jump  to  $123  million. 

Trading  at  2 1  times  trailing  earnings, 
Scientific  Games  is  a  much  better  buy 
than  rivals  Interna- 
tional Gaming  Tech- 
nologies (31  times) 
and  moneylosing 
YouBet.com.  There's 
plenty  of  growth 
potential  for  Scien- 
tific: The  company 
recently  snapped  up 
the  rights  to  use  Hasbro's  classic  games, 
including  Monopoly,  for  its  instant  tickets. 

— Matthew  Miller 


Stock  price 


4/30/03  4/29/04 


Poor  Student 

When  it  comes  to  the  market  share  ir 
educational  software  for  K-12  student; 
in  North  America,  RENAISSANCE  learn 
INC  (23,  RLRN)  earns  an  A.  But  the  finan 
cials  don't  score  as  high.  After  years  o 
rising  profits,  first-quarter  earnings  fel 
22%  to  $5.9  million.  Sales  dipped  8%  tc 
$31.5  million. 

Renaissance  has  a  rough  road  ahead 
says  Trace  A.  Urban,  analyst  aj 
ThinkEquity  Partners.  Margins  will  be 
under  pressure:  Seek- 
ing to  boost  school 
software  sales,  it  is 
hiring  more  sales 
staff.  Maybe  not  so 
smart  when  schools 
are  tightening  their 
budgets,  he  says.  And 
as  of  Dec.  31  back- 
logged  orders  were  down  18%,  mean- 
ing reduced  software  support  agreement: 
and  subscription  revenues.  Trading  foi 
23  times  trailing  earnings,  Renaissance  i: 
no  bargain.  We  say  short  the  stock,  covei 
at  $19.  — Susan  Kitchen: 
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jjring  these  economic  cycles  of  uncertainty  will  your 
jsiness  experience  growing  pains...  or  growing  gains? 

ar  from  leaders  who  have  led  their  companies  to  operational  excellence. 

3  executives,  including  the  CEOs  of  ING  Direct,  Freeman  Beauty,  K-Swiss,  StarTek, 
The  NASDAQ  Stock  Market,  will  share  highly  effective  insights  to  help  minimize  the 
ns  and  maximize  the  gains  of  growth. 

jects  range  from  strategies  for  raising  capital  to  managing  human  capital;  creating 
Irld  class  alliances  and  optimizing  outsourcing.  Delegates  will  gain  real-world  strategies 
■  generate  -  and  sustain  —  growth  at  the  Forbes  Forum  for  Dynamic  Growth  Companies. 


For  more  information  and 
to  register,  please  visit 
www.forbesconferences.com. 

Or  contact  Jessica  Kouvaros 
at  212-367-2523; 
jkouvaros@forbes.com. 

For  sponsorship  information, 
please  contact  Kim  Harrell 
at  212-367-2532; 
kharrell@forbes.com. 
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Portfolio  StratRgy  I  By  Kenneth  L.  Fisher 


The  Benign-Rate  Scenario 


|  'M  NOT  WAVERING  FROM  MY  EARLIER  (FEB.  16)  FORECAST 
I  that  U.S.  stocks  would  be  up  20%  in  2004,  even  though  the 
I  market  has  delivered  a  return  of  only  2%  in  the  first  four 
I  months.  My  reasoning  had  to  do  with  the  fact  that  most  ex- 
I  perts  were  predicting  anything  but  returns  near  that  20% — 
and  that  markets  always  veer  off  from  the  consensus  forecast. 
Now  here's  another  reason  for  a  bullish  view:  Interest  rates  should 
also  be  more  benign  than  what's  expected  in  the  consensus  view. 

A  bull  market  for  bonds  (low  rates,  that  is)  tends  to  go  hand 
in  hand  with  a  bull  market  for  stocks,  and  for  good  reason.  A 
stock  is  a  claim  to  a  stream  of  future  earnings.  Discounted  to  pre- 
sent dollars,  that  stream  is  worth 
more  when  interest  rates,  and 
thus  the  discounting  factor,  are 
lower.  To  put  it  another  way: 
The  earnings  return  on  risky 
equity  has  to  compete  with  the 
coupon  return  on  sater  bonds.  If 
bond  rates  are  low,  the  earnings 
yield  on  stocks  can  be  low,  too, 
and  that  means  the  inverse,  the 
price/earnings  ratio,  can  be  high. 

Just  as  I  do  for  stock  mar- 
kets, I  build  bell  curves  of  pro- 
fessional interest-rate  forecasts. 
This  year's  forecasters  univer- 
sally called  for  rising  rates,  on 
both  long-  and  short-term 
bonds.  I  say  the  crowd  is  wrong, 
and  rates  will  be  flat  to  down 
from  where  they  are  now. 

On  ten-year  Treasury  notes  the  experts  envision  rates  rising 
from  January's  4.25%  to  somewhere  between  4.5%  and  6%  by 
year-end.  The  average  forecast  is  5.2%.  The  crowd-is-wrong 
theory  says  that  the  note's  yield  will  end  the  year  anywhere  but 
in  the  4.5%-to-6%  range,  where  the  experts'  darts  are  clustered. 

I  don't  see  how  the  ten-year  rate  can  wind  up  north  of  6%. 
There  is  too  much  productivity  improvement.  Another  phe- 
nomenon is  that  Asian  central  banks  are  forced  to  buy  dollars 
and  dollar-denominated  debt  as  a  way  of  keeping  their  coun- 
tries' exports  affordable.  That  buying  helps  keep  rates  down. 

It's  happening.  Despite  beginning-of-the-year  forecasts  for 
massive  short-  and  long-term  rate  increases,  there  hasn't  been 
much  movement.  The  90-day  T-bill  is  essentially  unchanged 
since  New  Year's,  and  the  benchmark  ten-year  Treasury  is  up  a 
mere  quarter  percentage  point. 

Asia's  effect  is  misinterpreted.  Remember  the  formula  from 
your  college  economics  course:  MV=PQ.  Quantity  of  money 
times  velocity  of  money  equals  price  level  times  real  gross  do- 


For  this  year  the 
forecasters  all 
called  for  rising 
rates,  on  both 
long- and  short- 
term  bonds.  I  say 
the  crowd  is 
wrong  and  yields 
will  be  flat  to 
down  from  where 
they  are  now. 


mestic  product.  "Velocity"  here 
means  how  many  times  a  dollai 
changes  hands  in  the  course  ol 
producing  a  dollar  of  GDP.  Mone> 
velocity  is  lower  in  Japan  anc 
China  than  here — for  a  lot  of  rea- 
sons, notably  having  do  with  the  Ct 
greater  deployment  of  credit  card.' 
and  teller  machines  in  the  U.S 
That  means  the  quantity  o 
money  in  Asia  is  relatively  high  ir 
relation  to  GDP.  Indeed,  Japan': 
monetary  base  (currency  plus  deposits  at  the  central  bank)  is  nov  jj 
larger  than  America's,  even  though  our  economy  is  2.5  times  as  big 
The  relatively  larger  Asian  money  supplies  mean  that  Asiar 
central  banks  have  a  disproportionately  large  impact  on  tht 
global  money  supply  and  thus  on  global  interest  rates  anc 
stocks.  Last  year  China,  for  example,  with  a  money  suppb 
almost  as  big  as  ours,  increased  its  money  supply  20%.  It  can' 
scale  back  that  rapid  growth  without  inducing  a  recession,  so  i 
won't  scale  back.  This  flood  of  paper  is  keeping  a  lid  on  interes  |g 
rates,  not  just  in  Shanghai  but  in  New  York,  too. 

Efficient  Chinese  savers  seek  safe,  fixed-income  returns  ir 
both  Europe  and  the  U.S.  Despite  speculators'  huge  bets  on  ; 
falling  dollar  this  year,  the  greenback  has  risen  2.7%  agains.|tji 
global  currencies  and  almost  all  major  ones,  except  sterling.  Th 
benign  effect  of  Asian  money  supply  expansion  is  low  interes  tn 
rates  and  high  stock  prices  in  the  U.S.  and  Europe.  Here  are  fou 
ways  to  participate.  They  all  relate  to  the  auto  sector,  itself 
prime  beneficiary  of  low  rates,  which  make  its  products  mor 
affordable  to  people  buying  cars  on  credit. 

Germany's  Volkswagen  (9,  VLKAY)  is  the  world's  fourth-larges 
automaker  by  sales  but  only  eighth  largest  by  market  capitaliza 
tion.  Its  ratio  of  price-to-sales  is  a  skimpy  0.22.  This  wil 
improve.  VW  is  leading  a  revolution  in  German  labor  relation; 
last  year  was  the  first  time  in  50  years  that  it  was  able  to  star 
down  the  mighty  IG  Metall  union.  Its  profit  margin  will  climb. 

TRW  Automotive  (21,  TRW)  is  one  of  the  world's  largest  auto 
component  makers.  It  trades  at  a  paltry  0.17  times  annual  rev 
enue.  Having  just  gone  public  after  a  2003  leveraged  buyoul 
this  leader  in  braking  systems,  air  bags  and  steering  wheels  i 
steering  in  the  right  direction. 

Snap-on  (33,  SNA)  produces  premium-priced  tools  and  diag 
nostic  systems  for  auto  repair  shops.  It  goes  for  16  time 
expected  earnings.  Genuine  Parts  (36.GPC)  is  a  wholesaler  of  aut 
parts,  and  some  industrial  and  electric  parts.  It  yields  3.3%  an< 
goes  for  1 5  times  forward  earnings. 


: 


FOrbCS    I  *ennef^    F'sller  is  a  Woodside.  Callf.-based  money  manage 
I  Visithishomepageatwww.forbes.com/fisher. 
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PER  IOWA  UNIVERSITY  Upper  Iowa  University's  (UIU)  Online 
\A  offers  areas  of  emphasis  in  Global  Business,  Human 
source  Management,  Organizational  Development,  Quality 
nagement  and  Accounting.  Flexible  asynchronous  commu- 
ation  allows  you  to  attend  class  anytime  during  the  day  that 
your  schedule.  There  are  no  residency  or  on-campus  peri- 
s  required. 

jUIU's  highly  qualified  online  faculty  members  combine  aca- 
inic  achievement  with  practical  experience,  ensuring  a  bal- 
I  :e  of  theory  and  application  in  courses.  Courses  include 
ensive  in-class  discussions  that  tie  topics  to  real-world  situ- 
>ns  and  experience. 

Applications  are  accepted  continuously  and,  once  accept- 
you  can  start  your  MBA  in  any  of  die  six  8-week  terms  each 
x.  Contact  UIU  at  1-866-225-2808  or  email  MBA@uiu.edu  to 
1  towards  your  MBA. 

IaSSOnline  UMassOnline,  one  of  New  England's  largest 
b-based  learning  providers,  brings  the  excellence,  credibili- 
ind  affordability  of  a  University  of  Massachusetts  education 
^our  home  or  office  computer!  UMassOnline  offers  quali- 
)nline  from  highly  ranked  schools  and  colleges  at  UMass. 
line  programs  are  taught  by  the  same  committed,  world- 
>s  faculty  and  are  held  to  the  same  rigorous  academic 
uirements  as  the  University's  well-established  on-campus 
grams.  All  you  need  is  access  to  the  Internet  to  benefit 
m  a  huge  selection  of  full  credit  courses,  certificates  and 
$rees.  Graduate  and  undergraduate  programs  are  available 
liberal  arts,  public  health,  business,  nursing,  information 
hnology  education  and  many  other  disciplines. 

With  UMassOnline,  you  know  your  hard  work  will  stand 

test  of  time! 


Earn  Your  MBA  On-Line... 

from  one  of  the  top  programs  in  the  nation 
without  ever  setting  foot  on  campus! 

j  Ranked  in  the  Top  26  Distance  MBA  programs  by 
U.S.  News  &  World  Report  (AACSB  Int'l  accredited) 
7  areas  of  emphasis  including  Project  Manage- 
ment and  Health  Care  Administration 
Ph.D.  qualified  faculty  with  extensive  business 
experience 

Website:  http://business.uccs.edu 

Phone:  719-262-3408  or  1  -800-990-8227  x  3408 
Email:  busadvsr@uccs.edu. 

raduate  School  of  Business  Administration 

Iniversity  of  Colorado  at  Colorado  Springs 
We  Are  Where  You  Are  ™ 


UPPER  IOWA  UNIVERSITY 
ONLINE  PROGRAM 

educated.com 

Earn  your  MBA  through  Upper  iowa 
University's  Online  Program 

•  No  residency  requirement 

•  Asynchronous  courses  fit  your  schedule 

•  8-week  terms  start  every  two  months 

Accredited,  Affordable,  Accessible 

Email:MBA@uiu.edu      Phone:  1-866-225-2808 
http://www.uiuonline.info 

Upper  Iowa  University  is  accredited  by  The  Higher  Learning 
Commission  and  is  a  member  of  the  North  Central  Association.  The  MBA  Program  is 
accredited  by  the  International  Assembly  for  Collegiate  Business  Education. 


UMassOnline 

Because 
Quality  Matters 


Online  programs: 

■  Are  taught  by  the  same  committed, 
world  class  faculty, 

■  Are  held  to  the  same  rigorous  academic 
requirements,  and 

■  Give  you  the  same  academic  credentials 
as  UMass'  on-campus  programs. 

A  degree  that  means  something. 
All  on  your  laptop! 

www.UMassOnline.net 


UMassOnline 

\Jz  JM    University  of  Massachusetts 

UMASS    Amlierst  ■  Bostonb  Dartmouth  ■  Lowell  ■  Worcester 


Abercrombie  8c  Kent 

DESTINATIONS 


SAFARIS,  TOURS  &  CRUISES    •    DESTINATION  CLUBS     •    CONCIERGE  VILLAS    •    JETS    •    TOWNE  CLUBS 


Welcome  to  the  Travel  Revolution. 

You  are  about  to  discover  a  truly  unconventional,  reinvented  paradigm  of  luxury  travel  and  leisure 
experiences  that  are  revolutionizing  the  way  discerning  travelers  think  about  worldwide  travel, 

second-home  ownership  and  private  jets.  This  convergence  of  extraordinary  Abercrombie  &  Kent 
travel  companies  is  like  nothing  you  have  ever  seen.  Explore  Abercrombie  &  Kent  Safaris,  Tours  & 

Cruises,  Destination  Clubs,  Concierge  Villas,  Jets  and  Towne  Clubs  and  you'll  find  truly  unparalleled 
amenities,  experiences  and  services,  all  distinguished  by  the  uncompromising  quality  of  A&K. 

IT  TRULY  IS  "SIMPLY  THE  BEST  WAY  TO  TRAVEL." 


1-800-230-9310  WWW.AKDESTINATIONS.COM 

or  contact  your  local  travel  professional 


Absolute  Kefurn  I  By  Lisa  w.  Hess 


Commodity  Bubble 


A PEW  WEEKS  AGO  I  WENT  TO  ARGENTINA,  TOYING 
with  the  idea  of  buying  a  soybean  farm.  Soybean 
prices  have  surged  130%  over  the  past  two  years  to 
$9.67  per  bushel,  and  the  Argentine  peso  has  been 
devalued  from  one  to  the  dollar  to  three  during  that 
ime.  Over  a  leisurely,  cholesterol-laden  lunch  I  had  one  of  the 
learest  reminders  possible  of  the  incredible  and  brutal  efficien- 
ies  of  markets.  My  host,  from  whom  I  had  hoped  to  identify 
arming  opportunities,  said,  "Today,  with  China  buying  all  the 
oybeans  we  can  produce,  the  first  thing  I'm  doing  is  moving 
ly  cows  to  lower-quality  scrub  land.  Then  I'm  converting  my 
ood  grazing  land  to  soybean 
roduction." 
I  This  was  a  double  thunder- 
I  lap.  I  realized  that  everyone, 
nd  I  mean  everyone,  including 
y  savvy  lunch  companion,  is 
>ng  the  China  trade. 

Among  the  lessons  learned 
om  the  collapse  of  the  Asian 
larkets  and  the  Russian  default 
the  summer  of  1998  was  that 
11  the  smart  people  tend  to 
ome  up  with  the  same  bright 
lea  at  the  same  time.  We  are  in 
nch  a  moment  now.  Hedge 
ands,  proprietary  trading  desks, 
ppalachian  coal  producers,  In- 
onesian  copper  miners  and  Argentine  farmers  are  all  long  China. 

One  of  the  most  interesting  aspects  of  investing  is  observing 
le  Law  of  Unintended  Consequences  at  work  and  then  identi- 
/ing  the  opportunities  this  law  creates. 

Interfering  with  the  natural  function  of  markets  through 
egging  short-term  rates  at  emergency  levels,  the  Federal 
eserve  has  created  economic  distortions.  To  keep  the  consumer 
ansumption  machine  humming,  it  has  been  artificially  subsi- 
izing  Ford  and  General  Motors,  Fannie  Mae  and  Freddie  Mac. 
he  unintended  consequence  is  the  great  speculative  boom  in 
ce-neglected  commodities. 

By  keeping  short-term  rates  way  too  low  for  way  too  long, 
le  Fed  has  pushed  speculative  capital  into  the  commodities 
arkets.  This  interference  drove  prices  way,  way  up,  a  lot  higher 
an  they  ought  to  be.  Trouble  is,  they  won't  stay  up 
rever.  Rates  are  bound  to  go  up  and  commodity  prices  down, 
d  soon.  We  already  have  seen  weakness  in  precious  metals.  It 
II  will  end  badly  for  people  who  are  long  commodities.  I  don't 
uy  the  reflation  argument  (see  p.  188). 

Let's  review  the  mechanics  of  the  current  commodity 
oom.  The  insatiable  demand  for  raw  materials  coming  from 


From  copper  to 
coal,  Chinese 
demand  and  the 
Federal  Reserve's 
meddling  have 
driven  prices 
unsustainably 
high.  This  all  will 
end  badly. 


China,  growing  at  8%,  9%  or 
10%  (you  pick  the  number 
because  no  one  is  sure),  has  cre- 
ated a  supply  shortage  in  many 
commodities,  often  doubling  or 
tripling  prices. 

If  we  arbitrarily  pick  Janu- 
ary 2003  as  a  starting  point, 
copper  is  up  95%  to  $1.35  per 
pound.  Coal  is  up  90%  to  $52.20 
a  long  ton.  Soybeans  jumped 
91%  per  bushel  for  this  period. 
Shipping  costs  are  spiraling,  too,  thus  adding  to  the  upward 
push  on  commodity  prices.  The  reason:  Container  ships 
designed  to  haul  raw  materials  must  bear  the  expense  of  return- 
ing empty  from  China  to  commodity  producers'  ports. 

The  surprisingly  strong  March  employment  numbers  set 
the  stage  for  the  party's  end.  Markets  quickly  realized  that  the 
time  for  the  Fed  to  begin  the  tightening  cycle  has  been  pushed 
forward.  Fed  Chairman  Alan  Greenspan  told  Congress  in  late 
April  that  deflation — a  phantom  menace  used  to  justify  his 
rock-bottom  rates — was  no  longer  a  threat.  Meanwhile,  China's 
central  bank  tightened  twice,  on  Mar.  24  and  Apr.  12,  raising  the 
upper  band  on  the  lending  rate  to  commercial  banks  and 
increasing  reserve  requirements  from  7%  to  7.5%  for  weaker 
financial  institutions.  Trailing  12-month  growth  in  the  Chinese 
money  supply  has  been  slowing  since  mid-2002. 

Higher  rates  in  the  U.S.,  the  world's  largest  economy,  mean 
that  capital  will  move  elsewhere  from  expensively  priced  com- 
modities. Higher  rates  in  China  will  tamp  down  that  nation's 
torrid  growth  and  thus  its  vast  demand  for  commodities. 

We  are  experiencing  a  bubble  in  asset  prices,  assets  from 
beans  to  bonds,  metals  to  mansions.  Where  do  you  hide? 
Thanks  to  the  Fed-caused  distortions,  everything's  too  expen- 
sive, hence  ripe  for  a  painful  correction.  The  sizzling  real  estate 
rally  can't  continue  amid  rising  mortgage  rates.  Bonds,  which 
topped  out  in  June  2003  and  are  bracing  for  climbing  rates,  are 
an  accident  waiting  to  happen.  As  for  stocks,  the  broad- market 
advance  has  fizzled  this  year. 

Well,  often  the  most  difficult  investment  is  the  right  invest- 
ment, and  today  Treasury  bills  at  1%  look  right.  Nothing  could 
be  more  painful  than  holding  a  large  cash  position.  Insurers  can't 
do  it,  banks  can't  do  it,  and  mom  and  pop  don't  want  to  do  it. 

But  sell  those  coal,  steel  and  mining  stocks — and  closed-end 
China  funds.  Get  paid  (even  if  just  a  little)  and  wait  for  better 
opportunities.  I'm  going  to  buy  that  Argentine  soybean  farm 
when  it  gets  a  lot  cheaper.  F 
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Fixftri-lncnmfi  Watnh  I  By  Richard  Lehmann 


Collateral  Damage 


THE  STRONG  MARCH  JOBS  REPORT,  ISSUED  APR.  2, 
brought  good  news  for  the  economy  and  had  news  for 
bond  owners.  In  the  first  two  weeks  of  April  the 
benchmark  ten-year  Treasury  yield  catapulted  from 
3.85%  to  4.37%.  That  amounts  to  a  price  drop  of 
4.8%.  The  yield  has  inched  up  a  bit  more  since. 

Some  securities  were  hurt  badly,  others  escaped  with  little 
harm — this  time.  The  first  half  of  April  marks  the  initial  leg  of 
a  new  credit  cycle.  This  downward  cycle  is  driven  by  the  prospect 
of  higher  rates  ahead,  always  poison  for  fixed-income  securities. 
It's  useful  to  go  through  which  securities  have  suffered  the  most 
and  which  ones  are  awaiting 
their  turn.  And  since  well-diver- 
sified investors  should  never  bail 
out  of  fixed  income  completely, 
you  should  think  about  what  in- 
struments to  buy  that  will  do 
best  in  the  next  round  of  rate 
increases. 

The  stock  market,  some- 
times prey  to  rate  worries,  sur- 
vived last  month's  bond  market 
rout  with  little  damage.  Ever 
brighter  earnings  reports  have 
kept  it  in  fairly  good  shape.  A  big 
exception  is  real  estate  invest- 
ment trusts,  which  own  rent- 
paying  properties  like  office 
buildings.  REIT  shares  have 
climbed  sharply  in  recent  years,  partly  on  the  strength  of  their 
growing  dividend  yields  (average:  6%).  As  fixed-income  rates 
increase,  richly  priced  REIT  stocks  don't  look  so  good  anymore, 
losing  1 1  %  of  their  value. 

Among  fixed-income  instruments,  ten-year  Treasurys  were 
knocked  the  worst  because  they  are  the  most  broadly  traded 
security  worldwide.  Up  to  now  a  strong  source  of  Treasury  buy- 
ing has  been  speculators  working  the  spread  between  short-  and 
medium-term  interest  rates.  Such  characters  borrow  at  low 
short-term  rates  and  invest  at  higher  medium-term  rates.  It's  a 
wonderful  way  to  coin  money,  until  rates  go  up,  at  which  point 
the  game  leads  pretty  quickly  to  bankruptcy. 

Treasury  Inflation  Protected  Securities  also  took  a  pounding, 
with  prices  dipping  3.8%  for  the  ten-year  TIPS.  As  explained  by  fel- 
low columnist  James  Grant  (see  "Forget  TIPS,"  Mar.  29),  these 
things  are  a  great  buy  when  yields  are  high  but  a  terrible  buy  when 
yields  are  meager.  Lately  yields  have  been  meager.  There  is  also  the 
risk  that  the  government  will  tinker  with  the  Consumer  Price 
Index  used  to  calculate  the  payout  on  the  bonds. 
My  own  recent  columns  focused  on  defen- 


As  yields  rise  and 
the  Fed  moves  to 
tighten,  some 
fixed-income 
securities  will  be 
hurt  worse  than 
others.  But  you 
can  find  some 
less  vulnerable  to 
rate  shocks. 


sive  strategies,  such  as  buyinj 
convertibles  and  qualified  divi 
dend  income  (or  QDl)  pre! 
ferreds.  The  QDIs  are  eligibf 
for  the  new  15%  tax  rate.  Botl 
converts  and  QDI  preferred 
emerged  unscathed  from  thi 
April  pummeling;  their  inves. 
tors  aren't  under  much  pressur 
to  sell.  The  convertibles  wer 
spared  by  the  stock  market  rail) 
stock  prices  being  as  importan 
a  determinant  of  the  bonds'  values  as  bond  prices.  Converts  an« 
QDIs  remain  good  investments  for  you. 

Another  fixed-income  alternative  has  weathered  the  recen 
storm  well,  for  now:  high-yield  bonds.  These  bonds  tend  ti 
ignore  rate  hikes  but  are  vulnerable  to  junk  fund  share  liquida 
tions,  now  rising.  Junk  also  has  the  attraction  of  offering  th 
best  yields,  an  average  8%.  Plus,  junk's  default  rate  has  shrunl 
to  just  below  4%  annually.  But  I  don't  recommend  the  categor) 
It  is  overpriced  and  ripe  for  a  correction. 

The  next  chapter  will  open  when  the  Federal  Reserve  finall 
raises  short-term  rates.  I  suspect  that  long-term  yields,  like  tha 
of  the  ten-year  Treasury,  will  react  only  moderately.  The  yiel« 
curve  now  is  quite  steep  and  needs  to  flatten.  When  that  hap 
pens  I  don't  expect  TIPS  to  take  the  kind  of  hit  they  did  in  earl 
April  when  they  were  adjusting  to  an  overvaluation. 

Neither  the  date  nor  the  amount  of  the  next  Fed  move  cai 
be  predicted.  Still,  here  are  some  securities  that  offer  high  cur 
rent  income  and  tolerable  vulnerability  to  rate  hikes.  While  REI" 
common  shares  remain  unattractive,  the  category  of  REIT  pre 
ferreds  includes  some  very  nice  deals.  I  like  First  Industrial  Realt 
(25.FR.E),  a  warehouse  and  industrial  property  REIT.  Its  preferred 
is  callable  anytime.  Trading  at  par  means  the  yield  is  the  nic 
7.9%  coupon  rate.  Also  look  at  PS  Business  Parks  (23,  PSB.H),  ai 
office  REIT  with  a  7%  preferred,  yielding  7.6%;  it  is  not  callabl 
until  2009,  and  then  at  $25. 

If  you  want  to  keep  taxes  down,  look  at  Flaherty  &  Crumrin 
Preferred  Income  Fund  (15,  PFD).  Although  this  closed-end  trade 
at  a  1.2%  premium  to  net  asset  value  and  has  a  steep  1.5° 
expense  ratio,  its  7.3%  yield  makes  it  worthwhile,  especially  fo 
taxable  accounts.  About  80%  of  the  dividend  is  eligible  for  th 
15%  tax  treatment.  If  you  want  a  fully  tax-exempt  return,  bu 
the  Van  Kampen  Strategic  Sector  Municipal  Trust  (13,  VKS),  a  closed 
end  municipal  fund  trading  at  an  1 1%  discount  to  NAV.  While 
has  similar  expenses  to  Flaherty's,  there's  a  compensating  7.2°/ 
tax-free  yield,  equivalent  to  10.6%  for  the  top  bracket. 
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A  &  EXECUTIVE  EDUCATION 


GENEVA  2004 


During  the  past  two  decades,  the  FAME  Executive  Courses  in  Finance 
have  become  the  benchmark  for  executive  training  in  asset  allocation, 
risk  management,  forecasting  and  quantitative  analysis. 
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The  emphasis  on  practical  applications  and  our  renowned 
international  faculty  ensure  that  participants  build  skills  that  are 
directly  applicable  to  their  daily  work  environment. 


1  Yacine  Ait-Sahalia  May  17-21 

INTEREST-RATE  MODELS:  THEORY  AND  PRACTICAL 
APPLICATIONS 


G.  Andrew  Karolyi  May  24 

EQUITY  PORTFOLIO  MANAGEMENT 


28 


3  DidierCossin  May  31 -June  4 
CREDIT  RISK  PRICING,  MANAGEMENT.  AND  THE  USE 
OF  CREDIT  DERIVATIVES 

4  Kevin  Wilson  August  16-20 
SHAREHOLDER  VALUATION  AND  SECURITIES  ANALYSIS 

5  Richard  Levich  August  23-27 
EXCHANGE-RATE  ECONOMICS  AND  FORECASTING 

Francis  X.  Diebold  August  30-September  3 

6  FINANCIAL  ECONOMETRICS  AND  FORECASTING 

Stephen  Schaefer  September  6-10 

7  MODERN  FIXED  INCOME  MARKETS:  RELATIVE  VALUE, 
ARBITRAGE,  PORTFOLIO  AND  RISK  MANAGEMENT 


Philippe  Jorion 

GLOBAL  ASSET  ALLOCATION 


September  13-17 


10 


11 


12 


13 


T.  Schneeweis  and  G.  Beliossi  September  20-24 
ALTERNATIVE  INVESTMENTS 

Russ  Wermers  September  27 -October  1 

PERFORMANCE  EVALUATION  AND  ATTRIBUTION 

Salih  Neftci  October  11-15 

CALIBRATION.  ESTIMATION  AND  NUMERICAL  METHODS 
IN  FINANCE 

M.  Hoesli  and  0.  Scaillet         November  1  -  5 
REAL  ESTATE  INVESTMENT  AND  FINANCING 

David  Cox  November  8-12 

IMPLEMENTING  QUANTITATIVE  TECHNIQUES  FOR 
FINANCIAL  MARKETS 


14  Rene  Stulz  November  15-19 

INTEGRATED  RISK  MANAGEMENT 


15  Salih  Neftci 

FINANCIAL  ENGINEERING 


November  22-26 


and 

THE  CERTIFICATE  FAME         July  26 -August  27 
A  5-week  immersion  program  in  asset  management, 
structured  products  and  private  banking. 


F  A  M  E  |     F°r  further  information,  please  contact: 

Fabienne  Garcelon  or  Olga  Solari 
FAME  Av.  Blanc  49  -  CH-1202  Geneva  -  Switzerland 
Tel:  +41  22  731  95  55  -  Fax:  +41  22  731  95  75 
executive-courses@fame.ch  -  www.fame.ch 


Is  corporate  social  responsibility 
just  a  moral  fig-leaf  for 
'business  as  usual? 


At  Leicester  our  focus  is  on  helping  managers  think  critically 
about  their  responsibilities. 

Thinking  managers  are  what  all  organisations  want.  Our  MBA 
programmes  are  available  full-time  and  by  distance  learning. 

Contact 

Tel:  0116  252  5520 
Email:  LUMC@le.ac.uk 
Website:  www.le.ac.uk/lumc 


The  Management  Centre 
Something  to  think  about 


University  of 

Leicester 


WHEN  BUSINESS 
GETS  WILD  PREMIER 
EDUCATION 
IS  YOUR  STRENGTH. 
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CATALOGS? 'AND  INFO 

WWW.COLLEGE.CH 

admission@college.ch 
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MBA 


•BERT KENNEDY |  'J 
COLLEGE 

sUi\s  QU4I ITY  EDUCATION  mt£j      '  .  •  .  . 


3  Tel.  +41  I  308.3908  •  Fax  +41  1  308.3512  v 


Robert  Kennedy  College  has  been  granted  legal  status  by  the  Cantonal  Department  of  Education.  (Canton  Jura) 


INTERNATIONAL  PROPERTY 


INVEST  IN  THE  BAHAMAS 


Freehold  quarter  acre  plots, 
some  with  panoramic  sea  views 
from  £15,200  to  £30,000  all  with 
outline  planning  permission. 


Land  values  are  rapidly  rising  on 

this  developing  palm 
fringed  island  of  Great  Exuma. 
Finance  available. 


Call  GROSVENOR  OVERSEAS  08700  118707  Or  Email:  info@grdsvenoroverseas.com 
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to  fly  to  London. 
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L>uke<.,  dignified  and  u 
airtipode  uf  hipnes:..  -nana  i 
trrotheft  (of  the  ruck  band  ( 
ir  b'.iwee]  tii'  extreme 
londucm-  to  adult  conversant 
ingredient  tossed  intu  their  sha 
Hotel  ui  Knightslrridge  ts  anion 
room  m  hopping  ai  5  p.m.,  £ 


ing  at  a  library.  Then,  at  the 
M  Bai  where  the  wild  Gallagher 
hoik  hard. 

found  a  superfluity  of  bar; 
avant-garde  only  for  tie  novel 
ft.  The  Blue  Bar  at  the  Berkelev 


up  -seal  taker  bv  long-legged 
blonde',  ot  men  on  mobile  phones  /  tearoom  arms1  the  lobby 
hold",  tin  spillover,  a  mix  of  old  ladies  eating  lobster  sandwiches. 
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and  pnvate-equrn  lawyers  swilling  Scotch  and  doing  deals.  bar 

The  Blue  Bar  s  house  martini  ii  Be'veaert  vodka  with  bh  kit 

•  lifted  olives  (aswead  slightly  "dirty'\.  Tasty  and  soph  lt 

iohannes  BTokovic — an  off-mo  itsj 
drmi  createc  for;  .usiomer  of  the  same  name — is  even  mt  \ 

mi'inr'  gm, fresh  mango  juice  mango  hquei  i> 

>plash  of  tome.  Refreshing,  like  a  mango  sorb  isl- 
and sweeel  but  not  flaying 

..'ill  £  Hone}  the  members-only  club  that  lurks  behind  ift: 

anenymauj  black  door  in  London's  Soho,  ma\  be  msl  ;-. 


Tamarillo  Martini 

As  served  by  London's  Lobby  Bar  •  half 
a  fresh  tamarillo,  muddled  •  2  ounces 
Belvedere  vodka  •  1 ounce  Archers  peach 
liqueur  •  1  tablespoon  cranberry  juice 
Combine  all  ingredients  in  a  cocktail 
shaker  with  ice;  shake  violently.  Strain 
into  a  martini  glass.  Garnish  with  a  slice 
of  succulent  tamarillo. 


amous  for  its  tin-wall  decor  and  impeccably  made  drinks, 
ilut  it  is  nearly  as  infamous  for  subjecting  members  and  non- 
lembers  alike  to  its  laughably  self-important  doormen,  and 
|Dr  its  convoluted  entry  procedure.  We  say  skip  it. 

The  Mint  Leaf  is  something  else  again:  a  no-attitude,  cut- 
ng-edge  Indian  restaurant  right  off  the  Haymarket  whose  bar- 
len  concoct  magic  drinks  that  weave  together  a  dizzying  array 
If  flavors.  Jamaican  Rum  Punch  tastes  like  a  kiddie  dessert 
spiced  rum  mixed  with  a  peach  liqueur  and  a  puree  of  fresh 
imes,  shaken  with  pineapple  juice);  a  wild  green-and-red  Pom 


Pom  manages  to  be  both  sour  and  sugary  (Miller's  gin  with 
pomegranate  and  lime  juice,  laced  with  coriander  syrup  and  a 
splash  of  soda). 

More  grown-up  in  flavor  is  a  bitter-berry  drink  called  Black 
Currant  &  Apple  Bison  (vodka,  fresh  lime,  Chambord  liqueur, 
shaken  with  a  black  currant  puree  and  apple  juice).  Easily  the 
most  unusual:  the  Strawberry  Mint  Chill — rum,  fresh  mint, 
strawberry  liqueur,  lemon  juice  and  dried  chillies. 

At  One  Aldwych,  smack  in  the  center  of  London's  West  End 
theaters,  the  elegant,  serene  and  marble-floored  Lobby  Bar  is  set 
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in  a  hotel  that  was  formerly  a  bank. 
Purple  orchids  and  a  bronze  statue 
grace  the  space.  We  sampled  a  Hen- 
drix  Martini,  named  after  the  Seattle- 
born  rocker  who  died  in  London.  The 
drink  is  a  compound  of  Tanqueray  gin 
and  Parfait  Amour  liqueur,  shaken 
.ill  fresh  lychees  and  gomme  syrup 
(sugar  water)  and  served  with  a  side 
dish  of  hot  toasted  nuts.  It  was  an 
impressive  purple  haze  in  color.  But  it 
tasted  like  something  Jimi  might  have 
put  in  his  hair.  Better  was  an  ice-cold 
vodka,  thick  with  freshly  crushed 
raspberries.  Best  of  all  was  the  Tama- 
rillo  Martini.  Garnished  with  a  fresh 
slice  of  subtropical  fruit,  the  vodka 
drink  is  shaken  with  peach  liqueur 
and  spiked  with  cranberry  juice.  Its 
flavors  are  perfectly  balanced  and 
expertly  layered.  What  begins  as  a 
pucker  gives  way  slowly  to  a  smooth 
vanilla  creaminess.  F 

The  Drinking 
Man's  Diet 

Could  you  eat  the  foods  you  love, 
wash  them  down  with  martinis 
and  still  lose  weight?  In  1964 
Robert  Cameron,  a  San  Francisco  bon 
vivant,  published  a  jaunty  little  pamphlet 
claiming  that  you  could.  "The  Drinking 
Man's  Diet,"  priced  at  $1,  sold  2.4  mil- 
lion copies  in  two  years. 

It  was  arguably  the  first— and  least 
painful— low-carb  diet,  since  distilled 
spirits  contain  only  trace  amounts  of 
carbohydrates. 

Everybody  from  Walter  Cronkite  to 
Walter  Winchell  talked  it  up.  At  the  height 
of  the  Drinking  Man  craze,  funnyman  Allan 
Sherman  immortalized  the  diet  in  song: 
With  every  Manhattan 
Your  stomach  will  flatten ... 
If  pounds  you  would  burn  off 
Then  turn  on  your  Smirnoff 
Now  Cameron,  svelte  and  zippy  at  93, 
has  reissued  this  classic.  For  further 
particulars,  including  the  diet's  rationale 
and  menus  brimming  with  steaks,  Camem- 
bert,  burgundy,  brandy  and  Manhattans, 
visit  forbes.com/extra.     —Alan  Farnham 


210     FORBES"  May  24,  2004 


Killers  With 
Green  Eyeshades 

Bean  counters  turn  deadly  in  novelist 
Stephen  Frey's  latest  who-dunned-it. 

BY  LARRY  LIGHT 


ACCOUNTING  SCAMS  AREN'T 
usually  the  stuff  of  thrillers. 
Tyco's  Dennis  Kozlowski  may 
have  murdered  good  taste  by 
using  company  funds  for  a  uri- 
nating ice  sculpture.  But  he  didn't  blow 
anyone  away  with  an  Uzi. 

In  the  foul  wake  of  Tyco,  Enron  and 
WorldCom,  author  Stephen  Frey  has 
crafted  a  deft  suspense  novel  that  turns 
on  numbers-crunching  chicanery.  In 
Shadow  Account  (Ballantine,  $25)  the 
finaglers  use  both  spreadsheets  and  hit 


men  to  mount  their  misdeeds.  Even  the 
stalwart  Capitol  Hill  crime  fighters 
Sarbanes  and  Oxley  would  have  a  tough 
time  confronting  hot  lead. 

Frey,  a  Wall  Street  veteran  (most 
recently  a  principal  in  a  private-equity 
group),  is  wickedly  good  at  weaving 
financial  arcana  into  his  thrillers.  Previ- 
ous Frey  books  were  animated  by  his 
insider's  grasp  of  such  normally  colorless 
subjects  as  home  loans  and  stock  trading. 

Before  Shadow  Account's  hero  starts 
out  on  his  quest  into  the  dark  heart  ol 


BOOKS 


jpookkeeping,  he  gets  a  useful  tutorial  in 
u  he  subject  from  a  pro.  This  bravura  gen- 
eral explanation — of  how  a  failing  com- 
pany and  its  toadying  audit  firm  can  cook 
I  he  books  through  nonexistent  revenue — 
Is  an  expository  tour  de  force  and  the  core 
I)f  the  novel. 

When  ledger  legerdemain  is  rampant, 
ve  learn,  everybody  seems  to  win:  The 
lpparently  golden  financial  results  push 
lp  the  stock,  allowing  company  execu- 
ives  to  cash  in  sweet  options  grants  and 
he  accountants  to  retain  a  high-paying 
:lient.  The  distinguished,  silver-haired 
)oard — purportedly  the  shareholders' 
vatchdog — remains  clueless.  After  all, 
;rey  writes,  the  directors  "can't  balance 
heir  own  checkbooks." 

Alas,  the  cooked  books  prove  hard  to 
:eep  secret.  As  tension  grows,  Frey  relates, 
he  junior  auditor  starts  drinking:  "Sud- 
denly, he  understands  those  three  scotches 
lis  father  guzzled."  The  miscreants  fear 
)eing  led  "single  tile  out  of  the  glittering 
new  headquarters  building  in  cuffs."  To 


escape  that  perp  walk,  f'rey's 
villains  will  slop  at  nothing. 

Shadow  Account  starts 
with  a  jolt  when  Conner 
Ashby,  a  young  investment 
banker  relaxing  at  home  with 
his  gorgeous  girlfriend,  sees 
something  he  wasn't  sup 
posed  to — an  e-mail,  mistak- 
enly sent  to  his  personal  com- 
puter, which  discusses  a  huge 
accounting  fraud.  "If  all  this 
gets  out,"  the  message  warns,  "the  stock 
Kinks  and  people  lose  a  ton  of  jingle  juice." 

Troubled,  Conner  needs  some  air  and 
goes  out  to  buy  cigarettes  for  his  girlfriend, 
Liz.  When  he  returns,  his  apartment  is  in 
shambles,  and  Liz  is  lying  on  the  floor, 
shot  dead.  A  gun-toting  goon  shows  up 
and  chases  Conner  down  the  fire  escape. 
Conner  shakes  his  pursuer  by  jumping 
onto  subway  tracks  and  running  through 
a  dark  tunnel  with  bullets  whizzing 
around  him.  When  Conner  leads  the  cops 
back  to  his  apartment,  he  finds  the  place 


looking  neat  and  untouched. 
Liz's  body  is  missing,  and 
there's  no  trace  of  the  misdi- 
rected e-mail.  All  this  in  the 
first  few  pages. 

Amateur  sleuth  Conner 
unravels  a  complex  scheme 
that  H  .u  lies  into  the  Presi- 
dent's Cabinet.  If  exposed,  it 
stands  to  roil  an  impending 
national  election.  Conner 
tracks  down  clues  that  let 
him  deduce  the  name  of  the  crooked 
company.  At  last  he  confronts  the  com- 
pany's outside  audit  linn. 

The  self-important  accountant  in 
charge  tries  to  brush  aside  our  hero's 
questions.  That  is,  until  Conner  dangles 
some  lucrative  business  in  front  of  him. 
Then,  suddenly,  the  accountant  doesn'l 
need  lo  rush  oil  loi  that  more  important 
engagement,  alter  all.  Accountants,  a 
friend  in  the  profession  tells  Conner,  are 
as  "corruptible  as  any  politician."  And 
here  we  thought  them  only  boring.  F 


EOT  A  NEW  LOCATION 
>R  YOUR  COMPANY 

IR  FREE!  www.forbes.com/iedc 
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3  your  company  is  hard  enough.  The  Forbes/IEDC  Business 
on  Guide  featuring  the  Corporate  Relocation  Calculator  provides  a 
Lsmarter  way  to  make  expansion  and  relocation  decisions, 
on  to  the  Calculator,  this  one-of-a-kind  resource  offers  instant 
Lo  relocation  hot  spots,  Forbes  research,  conference  resources,  a 
.•ction  guide  and  links  to  Business  Relocation  Guide  resources. 

ronly  easy  —  it's  all  free  ...  from  Forbes  and  the  International 
pic  Development  Council  —  the  one  source  for  economic 
Lment  information.  Go  to  www.forbes.com/iedc  and  give  the 
te  Relocation  Calculator  a  try  today.  Then  start  packing! 

I  Peter  Malloy  at  212-620-2224  for  more  information. 
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The  IEDC  Business  Relocation  Guide  featuring  the  Corporate 
Relocation  Calculator  is  brought  to  you  by  IEDC,  Forbes  and  these 
featured  relocation  hot  spots.  Please  contact  them  for  assistance 
with  your  site  selection  needs. 
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Area  Development 

Michigan  Economic  Development 
Corporation 
www.michigan.org 
Automotive 
■ft!  Acura  (2004) 
www.acura.com 
-ft  Aston  Martin 
866-NA-  Aston 
www.astonmartin.com 
*ft  BMW  X3 
800-334-4BMW 
Bmwusa.com/newX3 
-ft  Chrysler  Crossfire 
www.daimlerchrysler.com 
•ft)  Jeep 

www.jeep.com 
•ftl  Toyota 

www.toyota.com/tomorrow 

-ft  Toyota  Motor  Sales  (2004) 

800-GO-TOYOTA 

www.toyota.com 

Business  Services 

"ft  ConocoPhillips 

www.conocophillips.com 

-ft  Flight  Options,  Inc. 

www.flightoptions.com 

-ftiSAP 

1-800-880-1727 
www.sap.com 

■ft  SHELL  OIL  COMPANY  USA 

www.shell.com 

Business  to  Business 

"ft  ConocoPhillips 

www.conocophillips.com 

■ftGE 

www.ge.com 

Communications 

■ft  ATT 

www.att.com 

Computer/Technology 

■ft  Computer  Associates 

www.ca.com 

"tl  Sharp  Electronics  Corp. 
877-78-connect 
www.sharp-usa.com 
Consumer  Products/Services 

■ftPSEG 
www.pseg.com 

•ft  United  States  Postal  Service 

www.usps.com 

Dental  Care 

"ft  American  Dental  Association 
1-800-232-7698  Ext.  264 
www.ada.org/Source  Code  264 
Financial  Services 

"ft  American  Century  Investments  (2004) 

www.american  century.com 

"ft  E*TRADE  FINANCIAL 

1-800-ETRADE-l 

etrade.com 

•ft  FCIB  -  Exact  Pay 

888-457-1240x2210 

www.exactpaydemo.com/fbs 

■fti  FCIB  Global  Clearing 

888-457-1231x2100 

www.globalclearingdemo.com/fbs 


"ft  The  Vanguard  Group 
1 800-523-8398 
www.vanguard.com 
•ft  U.S.  Bank 
www.usbank.com 
Motorcycles 

Yamaha  Motor  Corporation 
800-88- YAMAHA 
www.yahmaha-motor.com 
Networking 
•ft  Cisco 
www.cisco.com 
Pharmaceutical 
-ft  Aetna 
www.aetna.com 
Travel 

y'  American  Airlines 

www.aa.com 

-ft  Bombardier  Flexjet 

www.flexjet.com 

"ft  Cessna  Aircraft  Company 

www.cessna.com 

Business  Classified 

•ft  Aircraft  Travel  Solutions 

316-733-6263 

www.aircrafttravelsolutions.com 

"ft  Ameraco,  Inc. 

1-866-541-1792  Ext  290 

www.ameraco.com 

"ft  Aquacide  Company 

1-800-328-9350 

www.killerlakeweeds.com 

"ft  Capital  Asset  Management 

1-800-710-0002 

"ft  Capital  Solutions 

1-800-499-6179 

www.4capitalsolutions.com 

y"  Delaware  Business  Inc. 

1-800-423-2993 

www.e-incorporate.com 

■ft  Gettysburg,  Pa 

1-717-334-1031 

www.gettysburghouseforsale.com 

"ft  Hamptons  Real  Estate 

www.hamptonsoceanfront.com 

'ft  Holiday  Timeshares  Resales 

1-800-704-0307 

www.holidaygroup.com 

"ft  InfoUSA 

1-800-555-5335 

"ft  InvestForClosurers  Financial 

1-847-289-0269 

www.investforclosures.com 

'  John  Christian  Designers 

1-888-646-6466 

www.ringbox.com 

"ft  Mission  Bay 

1-800-375-0487 

www.missionbayhome.com 

y"  National  Watch  &  Diamond  Exchange 

215-627-5626 

www.nationalwatch.com 

^  Nationwide 
1-800-995-0049  ext.  1862 
www.renovateamerica.com 
■ft  Pace  Butler  Corp. 
1-800-248-5360 
www.pacebutler.com 


•ft  Steven  Sears  CPA/Attorney 

1-949-262-1100 

www.searsatty.com 

"ft'  The  Loan  Consultants,  Inc. 

1-800-336-3933 

www.viewtlc.com 

"ft  Universal  School  Products.  Inc. 

1-866-635-8455 

Valef  Yachts 
1-800-223-3845 
VALEFYACHTS.COM 
Ji  Watcheslikenew.com 
1-877-973-7437 
www.watcheslikenew.com 
The  Enlightened  Business  Traveler 
f'  Bombardier  Flexjet 
1-800-FLEXJET 
www.flexjet.com 
"ft  Cessna  Aircraft  Company 
1-800-4-CESSNA 
www.cessna.com 
'  Dassault  Falcon  Jet 
1-800-526-7071 
www.falconjet.com 
"ft  Flight  Options 
1-877-703-2348 
www.flightoptions.com 
■ft  NeJets 
1-877-356-5823 
www.netjets.com 

Sentient  Jet 
1-877-324-9538 
www.sentient.com 
Greater  Philadelphia 
J~'-  Select  Greater  Philadelphia 
www.SelectGreaterPhiladelphia.com 

Center  City  District/ 
Central  Philadelphia  Development  Corp. 
www.centercityphila.org 
"ft  Cephalon.  Inc. 
www.cephalon.com 
"ft  Drexel  University 
www.drexel.edu 
800-2-Drexel 

Greater  Philadelphia  Tourism  Marketing 
Corporation 
www.gophila.com 
•ft  Nicole  Miller 
www.nicolemiller.com 
800-365-7421 
^  Philadelphia  University 
www.PhilaU.edu 
•ft!  Philadelphia  Airport  System 
www.PHL.org 
-ft  Pilot  Air  Freight 
www.pilotair.com 

Sovereign  Bank 
www.sovereisnbank.com 
877-SOV-BANK 

The  Vanguard  Group 
www.van2uard.c0m 
800-VANGUARD 
•ft  Unisys 
www.unisys.com 
"ft  Wachovia 
www.wachovia.com 
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Advertisement 


BANK  SAYS  'NO'?... 
WE  SAY  6 YES!' 

We'll  pay  you  cash  for  your  company's 
receivables  within  24  hours.  Approvals  by  phone. 
Personalized  service.  No  upfront  fees.  No 
collateral  required.  References  available.  Call 
today  to  CASH  $50,000  minimum  to  $2,500,000. 
It's  more  affordable  than  you  think. 

Mr.  Weil  (CEO)  800-499-6179 
(or  888-505-7332  for  recorded  information) 
www.4capitalsolutions.com 


Business  Opportunities 


The  current  economy  is  making 
ilG  MONEY  for  toon  and  leasing  brokers! 

•ynA  j^u:t  u,ja 

Business  loans/Facioring/Equipmem  leasing 

No   experience   needed.  We 
completely  Iroin  ond  support 
you.     Unlimited  earnings 
potential  and  residual  income. 

For  a  free  dvd  presentation 
and  info  brochure  cailt 

800-336-3933 

www.  vi  ewtic  com 

(t-The  Loan  Consultants,  Inc. 


Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits. 
Complete  Training. 
Call  for  Free  Information. 

800-995-0049  ext.  1862 


OFFSHORE 


A  Mind  Boggling  Profit  Potential 

Earn  a  serious  six  figure  income  yearly 
with  our  proven  program  now  being 
implemented  in  high  schools  across  America. 
Exciting  &  unique  opportunity  for 
individual  w/  mgmt./sales  ability. 
Inv.  of  $19,500 

866-635-8455 


♦Companies 
♦Banking 
♦Credit  Cards 
♦Privacy  t?Pltal  Asset 

*■  Management 

(800)  710-0002     Free  Brochure 
Visa/MC/Amex  www.assetprotection.coni 


Forbes 

Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at .... 
www.forbes.com/customerservice 


Frustrated  Airline  Traveler? 

A  low-cost  analysis  demonstrates 
how  senior  executives  wifl  enjoy: 

•  More  productivity,  profits,  & 
family  time 

•  Reduced  travel  frustration 
jmm@AircraftTravelSolutions.com 

Call  Today  ;  316-733-6263 


Also  available  for  Athens  Olympics  2004 
See  Website:  OlympicsAthens2004Yachting.com 

Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  6  to  50  guests, 
from  50'  to  200'  and  $700  to  $20,000' per  day  for  entire  yacht  with 
its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MQRE  THAN  BEING  ON  A  CRUISE  SHIP 
BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 
•  Your  food  with  your  own  chef 
•  Your  drinks  with  your  own  steward,  or  leave  it  up  to' them 
to. .  .pamper  you. 

VALEF  YACHTS  LTD 

International  Headquarters:  7254  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)  641-1624  •  (215)  641-0423  •  (800)  223-3845  •  Fax:  (215)  641-1746 
E-mail:  info@valefyachts.com  •  Website:  VALEFYACHTS  com 


Form  Your  Delaware 
Corporation  or  LLC  Now! 

FREE  Delaware  Incorporation 


Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


Earn  $900+  Weekly 

Manufacturing  products  for  companies 
at  home.  Employ  people,  make  more 
money.  For  brochure  send  $23.65: 
Business  Opportunities  PO  Box  21792 
Lexington,  KY  40522 


For  information  an 


rates  on  advert!  ' 


m 


Business  Finance 


MONTANA  LAKE  HOME 

Stunning  lake  and  mountain  views  from 
every  room.  Outdoor  fireplace  and  wraparound 

patios.  I  acre+.  Located  on  Flathead  Lake. 
One  hour  from  two  major  airports.  Bordering 
27-hole  golf  course.  Ideal  for  seasonal,  permanent 
or  vacation  home  or  corporate  retreat  $1  15mm 
Other  view  homes  from  $25 5k  to$550k 
Homesites  from  $88k  to  $375k 
Poison,  Montana  |  800-375-0487  \  Entail:  info@missionbayhome.com 


MONTANA  LAKE  COMMUNITY 


Advertisement 
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Sales  Leads  &  Mailing  Lists 


14  Million  Businesses-Select  by  geography, 
sales  volume,  business  type,  contact  name, 
credit  rating  and  more. 

13  Million  Executives  &  Professionals  - 

Reach  the  right  decision  makers. 


Call:  1-800-264-4241 

www.infoUSA.com 


New  Homeowners, 
Wealthy  Individuals, 
New  Movers 


Select  by:  Age,  Income.  Home  Value.  Occupation 

Call:  1-800-266-7704 

Email:  sandiwOintousa  com 

www.infoUSA.com  n,FnR 


If  you  operate  a  growing  company  but  are 
still  to  small  for  a  Bank  line. ..we  can  help 
you  get  there.  We  provide  working  capital 
for  women.  Will  pay  you  cash  for  your 
company's  ongoing  receivables. 
Female  friendly  office  can  provide 
you  quick  turnaround. 
Let  us  help  you  finance  your  dreams! 

Ms.  Carol  Nesiti,  Operations  Manager 
(800)  499-6179 
www.4capitalsolutions.com 


Oceanfront  "Wow!"  House 

Hamptons.  4.7  acres,  6,500  sq.  ft,  killer 
oceanfront  views.  8  bdrms,  7  baths,  huge 
media  room,  hot  tub,  heated  pool,  works. 
Amazing  value.  See  why,  price,  photos  at: 
HamptonsOceanfront.net 


ASSET  PROTECTION 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 

•  Global  Investments 
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Watch 


Steven  Sears,  CPA  •  Attorney  at  Law 1 
949-262-1100  •  www.searsatty.com 


The  world's  finest  watches 
at  discount  prices. 

1-877-973-7437 


/.watcheslikenewcorr 


! IGETTYSBURG,  PA!! 

Largest  &  Finest  Battle  House  in 
private  hands.  Built  1837.  Prominently 

located  on  Seminary  Ridge. 
Meticulously  restored  brick  Victorian. 
4200  sq  ft.  nearly  2  acres. 
Learn  much  more  at 
WWW.gettysbur2h0Usef0rsale.com 
Owners  717-334-1031 


KILL  LAKE  WEEDS 

Proven  AQUACIDE  PELLETS  destroy  unwanted  underwater  «eeds 


Spread  marble  sized 
pellets  like  grass 
seed  Effectively  wis 
weeds  at  any  deptd 


Censed  and  approved  for  use  by  state  agencies  1Mb. 
can  treats  up  to  4,000   ft  of  lake  bottom.  $6795 
5Cib.  carton  treats  up  !o  20  000  sq  ft  of  lake  bottom 
5255  00  Prices  include  delivery  charges  Delivery  F  0  B 
\'hM  Bear  Lake  MN  Slate  permn  may  oe  requred        epa  Reg  ososo-2 
AnilArmF  rn  CALL  TOLL  FREE  800-328-9350 
OuSKywr  Callfi51-42M742  'Fu65142MSS3 

www.killlakeweeds  com  •  info@killlakewecds.com 


SMALL  ADS  BRING 

BIG  RESULTS! 

Coll:  Media  Options 
1-800-442-6441 
mediopt@aol.com 


Forbes; 

Subscriber 
Service 


To  plan  your  order,  to  renew 
change  your  address  o 
other  customer  service 
visit  our  site  at .... 
www.forbes.com/customerservice 


NANOTECH  IS  HOT... 
BUT  DON'T  GET  BURNED! 

Nanotechnology  is  changing  the  world  and 
creating  the  investing  opportunity  of  a 
lifetime.  We  told  our  readers  to  buy  Flamel 
(FLML)  at  $1.60  and  it  is  now  over 
i$25...our  Nanosphere  Portfolio  is  up  over 
190%  since  March  2002  and  a  recent 
recommendation  popped  31.49%  in  one 
jweek.  But  beware  of  the  hype!  The 
Forbes/Wolfe  Nanotech  Report  separates 
the  true  leaders  from  the  overpriced. 
Subscribe  Risk-Free,  save  67.5%,  pay  just 
$195,  and  get  2  Free  Reports. 

Call  800-523-7967  or  go  to 
www.forbeswolfe.corri/frb 


First  published  in  1948  by  Malcolm  Forbes,  the 
Forbes  Stock  Market  Course  has  helped 
thousands  of  investors  navigate  their  way  to 
profits  and  financial  success.  The  newest  edition 
gives  you  a  better  understanding  of  everything 
from  Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
:utures  and  Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine  you 
are  invited  to  take  advantage  of  a  special  price 
of  just  $99.95  (save  $50  off  the  regular  $149.95 
price).  Go  to  www.forbesinc.com/smc  and  place 
your  order  now  or  call  1-800-429-0106. 


Rea/  Estate  Joint  Ventures 


CQUIRE  REAL  ESTATE! 

You  Locate,  We  Fund.  Co-Own 
Or  Just  Cash  Out!  Gain  Access  to 

Over  6,400  Cash  Investors! 
ree  Info:  1-866-541-1792  Ext.  290 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process. 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 
It's  InvestorTainment©  We  use  investor 
funds  to  purchase  distressed  property 
nationwide.  The  properties  are 
rehabilitated  and  sold  for  a  profit-Simple! 
Rated  lowest  Risk  by  Dun  &  Bradstreet 
Toll  Free  (877)610-5982 
Office  847-426-8701 
CEO  847-341-4325 
Website  www.investtorclosures.com 
Email  info@investforclosures.com 


Jewelry 


John  ±  Christian 


DESIGNERS  ft  CRAFTSMEN 


liaised 
'Monogram 

I4K  Gold  $590 


3  Day  Rush  Available  -  Free  Catalogue 


R1NGB0X.COM  1-888-646-6466 


Timeshan 


TIMESHARES 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  800-640-7639 


save  up  to.. 

70 


off  retail! 


HOLIDAYGROUP.com 


Advertisement 


We  Buy  Laptops 


Turn  Used  Laptops 
Into  Cash! 

IBM,  Dell, Toshiba,  Apple,  Compaq,  HP  and  others 


Instant  Cash  Offer 

www.pacebutler.com 

800-248-5360 

§# 

am  " 


Pace 

Butleri 

corporation 

1 391 1  Harvey  Ave.  •  Edmond,  OK  7301 3 
e-mail:  laptop@pacebutier.com 
1-800-248-5360  •  (405)  755-3131 


Health/Ba 


NATIONAL  WATCH  &  DIAMOND 

•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Carlier,  Breitling  &  Tag 
Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  notionalwotch.com  | 

Blh  g  thiilnul  Slrilll,  Philo  ,  P»  WWB  jhJUfcn 


BACK  PAIN? 


There  is 
an  answer! 

d  for  FREE  information 
on  NEW,  guaranteed 
seat  and  back  supports 
designed  by  a  leading 
back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
Briarcliff  Manor,  NY  10510 
www.postureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 


THOUGHTS 

On  the  Business  of  Life 


Paul  Bocuse — tnerci  beaucoup,  beaucoup.  The  next  time  or  the  first  time  you  happen  to  be 
in  Lyon,  France,  don't  fail  to  dine  at  Restaurant  Paul  Bocuse.  Currently,  he's  probably 
France's — and  hence  the  world's — most  storied,  imitated  chef,  more  revered  and  written 
about  than  French  presidents,  more  renowned  than  all  but  a  possible  handful  of  his  customers.  He  is 
to  Lyon  what  the  Louvre  is  to  Paris,  the  Palace  is  to  Versailles,  the  tapestry  to  Bayeux.  If  Lyon  and  Paul 


Bocuse  are  not  already  in  your  "Some  Day" plans,  put  them  there. 


It  is  not  that  the  French  are  not  profound, 
but  they  all  express  themselves  so  well  that 
we  are  led  to  take  their  geese  for  swans. 

—VAN  WYCK  BROOKS 


It  is  unthinkable  for  a  Frenchman 
to  arrive  at  middle  age  without  having 
syphilis  and  the  Cross  of  the  Legion 
of  Honor. 

— ANDRE  GIDE 


The  French  are  masters  of  "the  dog  ate 
my  homework"  school  of  diplomatic 
relations. 

—P.J.  O'ROURKE 


Tlie  French  complain  of  everything, 
and  always. 

—NAPOLEON 


The  Frenchman  is  first  and  foremost 
a  man.  He  is  likeable  often  just  because 
of  his  weaknesses,  which  are  always 
thoroughly  human,  even  if  despicable. 

—HENRY  MILLER 


In  France,  cooking  is  a  serious  art  form 
and  a  national  sport. 

—JULIA  CHILD 


Political  thought  in  France  is  either 
nostalgic  or  Utopian. 

—RAYMOND  ARON 


Everything  ends  this  way  in  France. 
Weddings,  christenings,  duels,  burials, 
swindlings,  diplomatic  affairs — everything 
is  a  pretext  for  a  good  dinner. 

—JEAN  ANOUILH 


Old  France,  weighed  down  with  history, 
prostrated  by  wars  and  revolutions, 
endlessly  vacillating  from  greatness  to 
decline,  but  revived,  century  after  century, 
by  the  genius  of  renewal! 

—CHARLES  DE  GAULLE 


-MALCOLM  S.  FORBES  (1980) 


France  is  the  only  place  where  you 
can  make  love  in  the  afternoon  without 
people  hammering  on  your  door. 

—BARBARA  CARTLANI 


France  is  the  thriftiest  of  all  nations; 
to  a  Frenchman  sex  provides  the  most 
economical  way  to  have  fun.  The  French 
are  a  logical  race. 

—ANITA  LOO) 


France  is  a  country  where  the  money  falls 
apart  and  you  can 't  tear  the  toilet  paper. 

—BILLY  WILDEFl 


A  Text... 

Cast  thy  bread  upon  the  waters: 
for  thou  shaltfind  it  after  many 
days. 

— ECCLESIASTES  11:1 

Sent  in  by  Delberta  Trevithick,  Anchorage 
Alaska.  What's  your  favorite  text?  Forbes  Book  m 
Quotations:  Thoughts  on  the  Business  of  Life  if 
given  to  senders  of  Bible  texts  that  are  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetically  byi 
subject,  are  available  in  a  900-page,  one-volume 
deluxe  edition,  Forbes  Book  of  Quotations:  Tlioughts  on  thi 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping  and 
$1  per  item  for  handling  (add  applicable  sales  tax 
To  order,  please  call  toll-free,  1-800-876-6556. 
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Why  worry  about  taxes,  maintenance  and  the  burdens 
of  yet  another  home?  Instead,  travel  whenever, 
wherever.  Luxuriously.  Effortlessly.  This  is 
Exclusive  Resorts,1  a  private  club  whose 
members  enjoy  anytime,  anywhere  access 
to  a  remarkable  collection  of  multi- million  dollar 
resort  and  metropolitan  residences. 

Luxurious  Residences.  Our  properties  combine  the 
spacious  elegance  of  a  private  home  with  the  services, 
amenities  and  convenience  of  the  world's  great  luxury 
resorts.  Our  professionally  decorated  residences  average 
$2.5  million  each  and  feature  plasma  televisions, 
gourmet  kitchens,  private  pools  -  all  the  comforts  of 
home  away  from  home. 

NINETY  LUXURY  VILLAS. 

Not  one  penny  in  property  tax. 

Personalized  Service.  We  take  care  of  everything.  Your 
personal  Residence  Concierge  arranges  for  golf,  spa, 
theater  tickets,  skiing,  daily  housekeeping,  even  pre -arrival 
grocery  shopping  or  scheduling  a  private  chef. 

Undeniable  Value.  Sophisticated  travelers  have  recognized 
that  anytime,  anywhere  access,  a  refundable  deposit  and 
modest  annual  dues  make  this  an  intelligent  and  long 
overdue  way  to  balance  lifestyle  and  investment  agendas. 

Call  us  or  visit  us  online  to  learn  more  about  our 
remarkable  destinations  and  incomparable  portfolio 
of  private  residences. 


A  Lifestyle  Investment ' 

800.447.8988 

www.exclusiveresorts.com 


modern  luxury 


£[51 


fear  not.  we  do  multiple 
wake-up  calls. 


m 


A  pillow  top  mattress.  250  thread  count  sheets.  The  exceptionally  comfortable  Heavenly  Bed? 
Try  and  stay  awake  long  enough  to  appreciate  it. 

Visit  westin.com  for  best  rates  guaranteed,  or  call  1-800-WESTIN1  or  your  travel  planner. 

MEMBER   OF  (75}  S  TA  RWOOD  PREFERRED  GUEST8 


Westw 

HOTELS  RESOR' 

westin.com 


See  westn.com  for  complete  details  on  Best  Rates  Guaranteed  ^2004  Starwood  Hotels  &  Resorts  Worldwide,  Inc. 


Features 


Under  the  Tuscan  Sun  /  The  game  is  afoot,  and  so  are 
the  vacationers.  A  boar-avoiding  walking  tour  through  the  heart- 
^    and  soul — ot  Chianti. 

by  Everett  Potter  


.44 


Remembrance  of  Things  Porsche  /  Some  things  can  be 

disassembled,  looked  over  and  put  back  together  to  great  advantage — 
a  1983  Porsche  911SC,  for  instance.  And  maybe,  too,  the  story  of  a 
wandering  life.  An  excerpt  from  a  forthcoming  memoir, 
by  Stephan  Wilkinson  50 

They're  All  Greek  to  Me  /  The  Greeks  invented  the  Games— 
and  just  about  everything  else,  if  you  ask  them.  An  Athens  homeboy  dishes 
the  souvlaki  on  this  summer's  Olympic  hosts  and  the  sublime  state 
of  being  Greek. 

byTaki  56 

Play  Time  /  Were  those  last  three  laps  a  (personal)  World  Record? 
It's  light  till  when?  Cocktails  at  0600?  Timing — along  with  the 
right  SPF — is  everything  in  the  summer.  Herewith,  the  suavest  sports 
watches  for  those  never-quite-idle  days. 

Photographs  by  Ron  Reeves  GO 


Up  a  Lazy  River  /  Way  down  upon  the  Suwannee  River  two  friends 
float,  fish  and  swap  lies,  with  more  gators  than  humans  for  company, 
by  Geoffrey  Norman  64 

Straight  Shooter  /  In  the  urban  wilderness  of  our  own  backyards 

we  may  all  soon  be  stalking  flower-eating  deer  with  a  Daisy  Red  Ryder 
BB  rifle.  Or  maybe  not.  But  if  we  do,  today's  air  gun  industry 
is  loaded  for  bear. 

by  Jerome  Cramer.  70 

©thing  News:  Summer  Spa  Menu  2004  /  What's  the  best 

news  in  spa-land  these  days?  Help,  at  last,  for  your  aching  back, 
by  Lorraine  Cademartori  78 
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The  FYEye  /  A  handmade  Bentley  with  street  muscle,  a  handmade 
chair  that  rocks,  a  Dunhill  bike  that  rolls  and  rocks,  Doris  Duke's 
Verdura,  Samsung's  sweet  video  phone,  Loro  Piana  for  your  yacht,  Zodiacs 
for  your  inner  commando,  the  hot  new  wave  in  English  country  house 
hotels,  Vietnam  for  lovers  and  just  possibly  the  world's  most  sensational 
ice  cream:  all  the  best,  all  for  you  I 

Executive  Privilege  /  So  what  if  even  your  aches  have  pains? 
As  a  former  U.S.  president  discovers,  turning  80  confers  certain  advantages 
on  everyone. 

by  George  H.  W.  Bush  3 

Grape  Juice  /  The  wine  list  is  written  in  Icelandic  runes  and  the  last 
bottle  you  ordered  smelled  like  a  dead  St.  Bernard.  Want  to  drink 
something  great?  Easy.  Just  be  Wine  Cool. 

by  Richard  Nalley  3i 


Golf  Bag  /  Tensions  spiraled  as  the  Discraft  Memorial  in  Scottsdale 
opened  the  2004  pro  season  for  the  burgeoning  sport  of  disc  golf.  Not  since 
Odd  Job  have  golf  spectators  been  so  imperiled  by  whirling  objects, 
by  Thomas  Jackson  41 


Mixed  Media  /  Alec  Guinness's  stunning  military  turn,  Jack  Aubrey 
sails  again  on  video,  the  Army's  hyperrealistic  strategy  game, 
60  years  of  the  Best  Dressed  in  Ultimate  Style,  Mongds  trashy  treasures, 
Infernal  Violins,  the  essence  of  Dino  and  a  haunting  serenade  from 
the  Stanley  Brothers  on  An  Evening  Long  Ago. 
Edited  by  Thomas  Jackson  82 


The  Back  Page  /  Need  a  hug?  Say  it  in  signal  flags, 
with  boating's  new  International  Code, 
by  Christopher  Buckley  and  Patrick  Cooke  88 


"The  new  trend  in 
English  country 
house  hotels  is  sort  of 
Ian  Schrager  meets 

Brideshead  Revisited."  PAGE  10 
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Limited  production,  390- Horsepower  Spyder  and  true  four-seater  Coupe, 
the  surest  way  to  separate  yourself  from  the  ordinary  yacht  set, 
Starting  around  $86,300*:   Call  1-877-MY-MASERATI   or  visit  MASERATI.COM 


MASERATI 

Move  In  Different  Circles 


NEED  A 
SHIFT  IN 
PERSPECTIVE? 


Get  out  of  the  stands  and  onto  the  track  inside 
Panoz  Racing  School's  purpose-built  Panoz 
GT-RA.  Put  your  hand  on  the  gear  shift  of  this 
powerful  V-8  and  experience  the  most  thrilling 
driving  that  road  racing  has  to  offer  while 
learning  from  the  personal  attention  of 
our  championship-winning  instructors. 
Isn't  it  time  you  changed  gears? 


jOct/ioz- 

R AC  INC  SCHOOL 


Turn  Passion  Into  Performance 
www.panozracingschool.com 
888.282.GTRA  (4872) 
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You  can  give  a  disabled  child 
in  .  the  developing  world 

'A  i-eq  To  Stand  On' 


Visit  us  at  www.altso.org  today 

Leveling  the  playing  field  for  disabled  children 


bUKbtUN  utIMtnAL  VVAhlMIIMb: 

Cigars  Are  Not  A  Safe  Alternative 
To  Cigarettes. 


cigarworld.com 

W  ©  2CTO  Montego  y  Cia 


America's  Game 
America's  Cigar. 

B  timeless  rhythms  of  the  game  of  baseball  never  change, 
either  do  the  uncompromising  steps  that  make 
sry  Macanudo  the  last  word  in  smooth,  mellow  taste. 

Id  thafs  how  Macanudo  inspires  the  passion  that 
ikes  it  America's  best-selling  premium  cigar. 


MACANUDO 

An  American  Passion. 


Imported  from  the  Dominican  Republic  in  four  distinctive  tastes. 
MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MADURO  /  MACANUDO  VINTAGE 


•••  Adjust  for  Inflatioi 

THE  SOSPENDERS  SPORT  MANUAL  PERSONAL  FLOTATION  DEVICE 
inflates  to  22  pounds  of  buoyancy,  an  improvement  of  30  percent  over 
traditional  foam  life  jackets.  Its  compact  design  helps  clear  room  on  deck! 
and  the  extra  clearance  around  the  neck  makes  it  as  comfortable  as 
a  carbon-dioxide-filled  nylon  vest  can  be.  $80;  www.sospenders.com. 


ON  A 
BICYCLE 
BUILT 
FOR  YOU 
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travel 


AUSTRALIAN  RULES 


Australian  Homemade 


aling  in  your  ice  cream,  may  we  suggest  you  give 
try?  Made  fresh  daily  on  the  premises  of 
,  the  brand  relies  on  a  refreshingly  short  list 
dients.  The  velvety-rich  flavors  range  from 
sics  like  Vanilla,  Belgian  Chocolate  and  Pistachio  to  Rum 

in    Manlo  Walnut'  anH  Prnnrhu  MaraHamia  u/ith  faramcl 


Duke 
Of  Pearls 


ELEVEN  YEARS  AFTER  TOBACCO 
heiress  Doris  Duke's  passing,  many 
of  her  prized  possessions  will  be 
auctioned  at  Christie's  from  June 
2  to  5.  Duke's  vast  wealth  enabled 
her  to  travel  extensively  and  to 
amass  a  sophisticated  collection 
of  couture  jewelry,  fine  art,  rare 
furniture,  vintage  wines  and 
other  household  items.  One  such 
treasure  is  the  18th-century 
painted  ivory  Indian  chess  piece 
brooch  shown.  The  ruby,  seed 
pearl  and  diamond-enhanced 
chessman  is  part  of  a  limited  set 
reconfigured  in  1939  by  society 
jeweler  Fulco  di  Verdura.  Ownership 
of  one  of  these  brooches  signaled 
membership  in  a  rarefied  and 
privileged  club,  and  still  does. 
Christie's  estimates  the  value  of 
the  brooch  at  $8,000  to  $10,000, 
but  another  recently  sold  at 
auction  for  $30,000.  For  more 
information:  (212)  636-2000 
or  www.christies.com. 


■  ■Willy     ITIU^IW      IIUIIIUl    U  M  U     Wl  UIIWIIJ      III  U  V«  U  UU  I  I  I  IU     WW  I  ill  WUIMIIIWI 

..town).  The  stores,  which  also  sell  freshly  made  natural  sorbets 
and  chocolates,  are  located  in  New  York,  Chicago  and  through 
urope.  For  store  locations,  visit  www.australianhomemade.i 
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I  Write  The 

-Songs  . 


THE  FECUND  MINDS  AT  AT.  CROSS 
and  Verve  Records  have  created 
the  Cross  Verve  pen,  combining  the 
solid  technology  of  Cross  products 
and  the  cachet,  charisma  and 
creativity  of  the  Verve  label  and  its 
recording  artists.  Three  finishes 
are  offered — Platinum,  Merlot  and 
Selenium  Blue — and  in  fountain 
pen,  rollerball  and  ballpoint  models. 
Selenium  Slue  fountain  pen, 
$1 75,  and  Platinum  fountain  pen, 
$450,  www.cross.com. 


FEED 

YOUR 
FACE 

LICORICE  EXTRACT,  VITA- 
min  C  and  alpha  lipoic  acid — 
no,  not  dietary  supplements, 
but  a  recipe  for  skincare. 
Plant-derived  botanicals  are 
the  core  of  Naturopathica's 
offerings,  and  founder 
Barbara  Close  uses  only 
natural  preparations  in  her 
Botanical  Skin  Brightener, 
$68.  Cosmeceuticals,  as  the 
name  suggests,  are  cosmetic 
applications  with  biologically 
active  ingredients — 
like  the  bioflavonoids  and 
amino  acids  in  Clay's 
Super  Moisturizing  Serum, 
$38.  Dermatologist  N.V. 
Perricone  is  more  chemist 
than  botanist:  Even  the 
name  of  his  Face  Firming 
Activator  with  DMAE,  $95, 


sounds  like  a  lab  experi- 
ment. But  while  you  may 
have  failed  botany,  biology 
or  chemistry,  these  products 
won't  fail  you:  This  editor 
recently  sat  down  to  dinner 
with  someone  he  hadn't 
seen  in  a  month  (long  enough 
to  sample  all  three  lines), 


whose  very  first  words 
were,  "You  look  great — and^ 
so  young."  Naturopathica, 
(800)  669-7618, 
www.  naturopathica.com; 
Clay,  (866)  SEA-CLAY, 
www.insideclay.com;  N.V. 
Perricone,  (888)  823-7837, 
www.nvperriconemd.com. 


HAD  ENOUGH  EMPTY 
calories  for  one  day's 
wandering  on  the  Web? 
Try  ARTS  &  LETTERS 
DAILY  (  ), 
possibly  the  most 
eclectically  literate  site 
on  the  Internet.  A 
compilation  of  articles, 
reviews,  essays  and 
opinions  from  all  over, 
a  recent  day's  topics 
included,  among  much 
else,  America-bashing, 
The  Lord  of  the  Rings 
reconsidered,  George 
S.  Patton's  generalship. 
Isaiah  Berlin  and  a 
high-tech  scheme  to 
beat  the  roulette  wheel 
at  London's  Ritz  casino. 


Your  cocktail  chatter  IQ 
just  went  up  10  points. 

INTERNATIONAL  HOMES 
&  ACCOMMODATIONS 
( 

) 

is  high  clover  for  real 
estate  addicts  and  the 
escape-fantasy-prone. 
Tropical  casitas,  powder- 
trail  ski  chalets,  glass- 
walled  penthouses — the 
site  links  hundreds  of 
exotic  listings,  from  Sri 
Lanka  to  Idaho  to  the 
"Bulgarian  Riviera,"  with 
tantalizing  descriptions 
and  multiple  color 
photos.  This  morning 
we  were  saving  up 
for  the  "luxury  villa  with 


wonderful  view" 

on  Corfu.  But  you  know, 

Bali  could  be  nice... 

Cecil  Adams' 
syndicated  column 
THE  STRAIGHT  DOPE 
(  )  has 

been,  as  its  online  logo 
proclaims,  "Fighting 
Ignorance  Since  1973 
(It's  taking  longer  than 
we  thought)."  The 
self-professed  "World's 
Smartest  Human  Being," 
Adams  is  the  answer 
man  for  questions  you 
didn't  even  realize  were 
plaguing  you:  Why 
don't  you  ever  see  baby 
pigeons?  What,  exactly, 
is  "mojo"?  At  its  best, 


The  Straight  Dope  turns 
over  out-of-the-way 
stones  and  uncovers 
surprises,  as  when  the 
answer  to  a  query  about 
the  Steve  Miller  Band's 
song  lyric  "the  pompatus 
of  love"  reveals  that 
the  band,  urn,  borrowed 
it  and  a  number  of 
other  lyrics  from  obscure 
1950s  R&B  songs. 

ALIENS  AND 
UFOS  AMONG  US 
(  ) 
allows  that  "The  skeptic 
can  pose  many  valid 
arguments,  like  'where 
is  the  proof  or  physical 
evidence?'  "  But  the  site 
aims  to  give  UFO 
doubters  a  run  for  their 
money,  providing  an 
unsettling  wealth  of  tes- 
timony, photos,  docu- 
ments and  old-fashioned 
delusional  ravings.  The 
"Alien  Agendas — Be 


Afraid"  section  alone  is 
enough  to  fill  your  sleep 
with  creepy  dreams  for 
weeks.  Unless,  of 
course,  those. ..aren't... 
really. ..dreams. 

It's  like  deja  vu  all 
over  (and  over,  and  over) 
again  at  CLASSIC  '80S 
GAMES  ( 

). 

All  the  video  games 
you  loved  (assuming  you 
were  born)  back  when 
are  here  in  their 
primitive  techno  glory: 
Frogger,  Pac  Man,  Pong, 
Space  Invaders.  And 
for  some  reason  (maybe 
our  silver  hairs  are 
showing)  these  simple 
diversions  suck  us  in  as 
hypnotically  as  they 
always  did,  meaning 
that  you  don't  want  your 
children — or  your 
employees — to  know  a 
thing  about  them. 


You're  only  aware  of  a  sixth  sense  when  you're  at  one  with  yourself 


ASTON  MARTIN 

Power,  Beauty  and  Soul 


Scottsdale  Aston  Martin 

Phoenix  ■  AZ  85054 
Telephone:  (480)  538-6800 
Contact:  Stan  Briggs 
Aston  Martin  of  Beverly  Hills 
Beverly  Hills  ■  CA  90211 
Telephone:  (310)  659-4050 
Contact:  Majeed  Ghaffari 
Aston  Martin  Marin 
San  Rafael  ■  CA  94901 
Telephone:  (415)  223-1325 
Contact:  Steve  Caria 
Bauer  Aston  Martin 
Santa  Ana  •  CA  92705 
Telephone:  (714)  953-4800 
Contact:  David  Irving 
Cole  European 
Walnut  Creek  •  CA  94596 
Telephone:  (925)  935-2653 
Contact:  Marty  Henson 
Cush  Aston  Martin 
San  Diego  •  CA  92111 
Telephone:  (858)  541-0200 
Contact:  Kellie  Burns 
Desert  European 
Rancho  Mirage  ■  CA  92270 
Telephone:  (760)  773-5000 
Contact:  Austin  Lewis 


Galpin  Aston  Martin 

Van  Nuys  •  CA  91406 
Telephone:  (818)  894-3800 
Contact:  Joe  VanDeVeere 
Aston  Martin  Silicon  Valley 
Los  Gatos  •  CA  95030 
Telephone:  (408)  354-4000 
Contact:  Joe  Loayza 
Sill-TerHar 
Broomfield  ■  CO  80020 
Telephone:  (303)  469-1801 
Contact:  Jeremy  Child 
Miller  Motorcars 
Greenwich  ■  CT  06830 
Telephone:  (203)  629-4726 
Contact:  Cyndi  Koppelman 
Aston  Martin  ofTampa 
Tampa  •  FL  33612 
Telephone:  (813)  371-8200 
Contact:  Tom  Heinz 
Palm  Beach  Motor  Cars 
West  Palm  Beach  ■  FL  33401 
Telephone:  (561)  659-6206 
Contact:  Patricia  Romeo 
Shelton  Aston  Martin 
Naples  •  FL  34102 
Telephone:  (239)  263-6070 
Contact:  Ken  Hansen 


The  Collection 

Coral  Gables  •  FL  33146 
Telephone:  (305)  444-5555 
Contact:  George  Jaile 
Aston  Martin  of  Atlanta 
Roswell  •  GA  30076 
Telephone:  (678)  802-5007 
Contact:  Craig  Forbes 
Lake  Forest  Sportscars 
Lake  Bluff  •  IL  60044 
Telephone:  (847)  295-6560 
Contact:  Ashley  Misner 
Aston  Martin  Of  New  England 
Brighton  •  MA  02135 
Telephone:  (617)  783-1800 
Contact:  Pat  Roussel 
Aston  Martin  ofTroy 
Troy  ■  Ml  48084 
Telephone:  (248)  643-6900 
Contact:  Joe  Fortuna 
Moore  Aston  Martin 
St.  Louis  ■  MO  63011 
Telephone:  (636)  394-0900 
Contact:  Ted  Dickey 
Gaudin  Aston  Martin 
Las  Vegas  •  NV  89117 
Telephone:  (702)  284-7000 
Contact:  liana  Vann 


Foreign  Cars  Aston  Martin 

Greensboro  •  NC  27404 
Telephone:  (336)  294-0200 
Contact:  Lawrence  Martin 
F.C.  Kerbeck  Aston  Martin 
Palmyra  ■  NJ  08065 
Telephone:  (856)  829-8200 
Contact:  Joe  Innaurato 
Ray  Catena  Aston  Martin 
Edison  ■  NJ  08817 
Telephone:  (732)  205-9000 
Contact:  Peter  Klein 
Midwestern  Auto 
Dublin  ■  OH  43017 
Telephone:  (614)  889-2571 
Contact:  Mike  Finneran 
Bobby  Rahal  Aston  Martin 
Wexford  •  PA  15090 
Telephone:  (724)  940-3530 
Contact:  Mark  Hamden 
Aston  Martin  of  Dallas 
Dallas  TX  75209 
Telephone:  (214)  522-1007 
Contact:  Kurt  Fegraeus 
Star  Motor  Cars 
Houston  -TX  77025 
Telephone:  (713)  868-6800 
Contact:  Richard  Wahl 


Aston  Martin  Tysons 

Vienna  ■  VA  22182 
Telephone:  (703)  442-8200 
Contact:  Philip  Jones 
Aston  Martin  ofTacoma 
Fife  •  WA  98424 
Telephone:  (253)  896-4646 
Contact:  Michael  De  O'Campo 
Decarie  Motors 

Montreal,  Quebec  •  Canada  H4P2T3 
Telephone:  (514)  334-9910 
Contact:  Cheryl  Bias 
Aston  Martin  of  Ontario 
Toronto,  Ontario  ■  Canada  M6G1Z6 
Telephone:  (416)  530-1880 
Contact:  Leo  Rubino 
MCL  Motor  Cars 
Vancouver,  BC  Canada  V6J3G7 
Telephone:  (604)  738-5577 
Contact:  Herb  Mills 


www.astonmartin.com 


fat-free  danish 


In 

Mother's 
Clutch 


COAX  YOUR  LITTLE  NEO-EXPRESSIONIST  AW 
from  the  living  room  walls  long  enough  to  fill  in 
a  template  for  this  customized  evening  bag,  an> 
you've  got  the  makings  of  a  masterpiece — just 
dash  the  drawing  off  to  Judith  Leiber  and  eight 
weeks  later  you'll  be  Mom's  favorite  curator. 
Children's  Art  Bag,  from  $2,995,  at  Judith 
Leiber,  (866)  542-7167,  www.judithleiber.com 


LEAN  AND  MEAN  LIKE  A  FIGHTING  MACHINE— THIS  TITANIUI 
eyewear  from  Danish  design  house  Lindberg  is  so  impossibly  light, 
and  so  ingeniously  constructed  (with  streamlined,  screw-free  hinges) 
that  it  makes  other  shades  seem  positively  tubby  in  comparison. 
Sunglasses,  $239,  by  Lindberg,  (800)  386-9196,  www.lindberg.com. 


Mot  everything  worth 
oving  provokes  love  at 
irst  sight.  Carpano  Punt 
2  Mes  (poont-eh-mess), 
he  classic  Italian 
jperitivo,  is  one  of  those 
sophisticated  pleasures 
hat,  like  a  Kiton 
suit  or  a  white  truffle, 
s  better  and  better 
appreciated  the  more 
/ou  partake  of  it. 
Its  name  ("point  and  a 
lalf")  in  the  dialect 
if  Turin,  came  from  the 
lay  in  1870  that  an 
absent-minded  stock 
exchange  agent  called 
jut  the  trading  floor 


term  in  old  man 
Carpano's  bar,  asking 
for  a  vermouth  with  a 
half-dose  of  bitters.  The 
concoction  that  evolved 
as  Carpano  Punt  e 
Mes  is  coffee-colored, 
and  based  on  white 
wine  aromatized  with  a 
secret  recipe  of  dozens 
of  herbs  and  spices. 
Served  over  the  rocks 
with  a  splash  of  soda,  it 
is  exotic  in  a  surprising 
way:  first  a  taste  of 
cola-like  sweetness, 
then  sharply  bitter  at  the 
back  of  the  tongue, 
with  a  complex  web  of 
tastes  in  between.  The 
cola  part  we  Americans 
get  right  away;  the  bitter 
taste,  the  amaro  so 
beloved  by  the  Italians, 
takes  a  bit  more  getting 
used  to.  Once  it  grabs 
you,  summer  evenings 
around  the  old  palazzo 


may  never  be  the  same. 

Punt  e  Mes  with  o.j. 
creates  a  drink  that 
looks  like  a  muddy 
river,  but  through  some 
alchemical  miracle 
takes  on  a  flavor  and 
texture  like  chocolaty 
velvet  (among  much 
else).  Mix  two  parts 
whole-pulp  orange 
juice  to  one  part  Punt  e 
Mes,  and  serve  over 
ice.  Even  better  is 
an  addictive  variation 
on  the  Negroni: 
. 

2  oz  Punt  e  Mes 
1  oz  gin 

1  healthy  splash  of 
Campari 

1  healthy  splash  of 
soda 

Mix  and  serve  over  ice 
with  an  orange  slice. 
Give  it  a  little  time;  you 
gonna  love  it. 


Fast  Company 


fAlIMlBMaanMSriUfHtfllttlSllBMSIMK 


driving  the  new  by  the  start  of  2005.  The  waiting 

list  is  growing.  The  GT  will  be  ferociously  fast— zero  to  60  in  4.7 
seconds — perfectly  hi-tech  and  scandalously  lush.  It's  hard  to  mistake 
that  sleek,  chisled  design  for  anything  but  a  Bentley.  Oh,  you  can 
make  the  check  out  for  about  $150,000  plus,  www.bentleymotors.com. 
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CAFE  THRUXTON/V 


DEBUTING  THIS  SPRING, 


named  after  the  historic  English  racing  circuit  and 
built  in  the  style  of  the  company's  1960s  competi- 


tion machines,  with  clip-on  handlebars  and 


megaphone  silencers.  Updated  for 


2004,  of  course,  with  a  modern  sus-  A 


pension,  new  carburetors  and  disc 


Ji 

in 
Mtf 
rrcan 
lea 

fan 

www.triumphmotorcycles.com. 


brakes.  Available  in  jet  black  or 


sunset  red.  Approximately  $8,000. 


.»••  Scooters  on  Steroids 

TilE'RE  TOLD  THAT  SUPER  SCOOTERS  ARE  ALL  THE  RAGE  IN  L.A.,  AND  THE  RIDE  OF 
Voice  is  Suzuki's  new  Burgman  650.  Every  year  scooters  seem  to  grow  bigger 
did  bigger,  until  now  some  are  actually  the  size  of  motorcycles.  Scooters  still  do 
ifflit  require  shifting,  however — the  Suzuki  has  a  simple  three-mode  speed  selector 
rrwnich  makes  them  appealing  to  the  nonbiker  crowd.  The  Burgman — which  also 
Hmes  in  a  400cc  model — has  supercomfortable  seating  for  two  and  more  1 
ajorage  room  than  a  lot  of  apartments.  Burgman  650,  $7,700.  www.suzuki.com 


SAMSUNG'S  NEW  VM-A680  IS  A  CAMERA  PHONE.  IT'S  ALSO 
a  camcorder  phone — one  that  captures  sound  as  well  as  brief 


movie  images.  Lightweight  and  tiny,  it  renders  even 
the  most  mundane  activities  interesting, 


because  now  you  get  to  send  them  to 
your  friends  and  loved  ones,  who'll 
gamely  feign  interest,  at  least  for 


awhile.  $310;  at  Sprint  phone 
retailers  nationwide. 


The  Tyrwhitt  Wai 


HERE'S  A  SHIRT  SO  COMFORTABLE  YOU  COULD  WEAR  IT  TO  BED 
and  priced — at  just  $195 — to  encourage  a  collection  of  every 
color  and  pattern.  The  fabric  is  cotton,  180-thread  count;  the 
buttons  are  mother-of-pearl;  and  every  shirt  comes  with  sterling- 
silver  collar  stays.  How  does  Charles  Tyrwhitt  do  it?  We  say,  nevei 
look  a  gift  horse  in  the  mouth — just  tuck  it  in  your  closet.  At 
Charles  Tyrwhitt,  New  York,  (877)  797-2701,  www.ctshirts.com 


[classic  rock 


IN  HIS  SARASOTA  WORKSHOP,  FORMER  VENTURE  CAPITALIST, 
sea  captain  and  boatbuilder  Parker  Converse  II  handcrafts 
one-of-a-kind,  custom-made,  sculpted  rocking  chairs  from 
a  variety  of  American  and  exotic  hardwoods.  More  than 
85  pieces  of  wood  are  used  to  make  each  chair.  Like  a 
bespoke  tailor,  Converse  takes  a  series  of  measurements 
of  each  client,  and  works  with  their  preference  of 
woods  to  create  a  flowing,  sinuous,  ergonomic  whole 
with  curved,  flexible  back  braces  for  lumbar  support. 
The  end  result  is  a  named,  numbered  and  signed  work  of  very  comfort 
able  art.  $5,000  and  up;  (9^1)  232-5434,  www.sarasotarockers.com. 
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.D.  POWER  AND  ASSOCIATES:  PIRELLI  HIGHEST  FOR  CUSTOMER  SATISFACTION. 

i/e  love  your  safety,  your  car,  your  pleasure  for  driving.  Maybe  that's  why  Pirelli  tires  have  been  awarded  the  BP™ 

.D.  Power  and  Associates  award  for  "Highest  in  Original  Equipment  Tire  Customer  Satisfaction  for  Car/Compact  Mrl^^nB 

an  Vehicles."  That's  why  Pirelli  tires  are  Ford,  Dodge.  Mercedes-Benz,  BMW,  Audi,  Volkswagen,  Porsche,  HlU^HMBMBlH 

errari.  Lamborghini,  Maserati,  Bentley,  Rover,  Aston  Martin,  Jaguar,  Volvo,  and  Saab's  original  equipment,  power  is  nothing  without  control. 

or  the  closest  Pirelli  dealer  near  you,  visit  www.us.pirelli.com  or  call  1.800. PIRELLI. 


FYEve 


No  More  Flip-Flopping 

SURFERS  AND  BEACHCOMBERS  SWEAR  BY  RAINBOW  SANDALS,  ESPECIALLY 
the  durable  leather  version  with  a  double  arch  that  gradually  conforms 
to  your  foot.  Wear  a  pair  around  the  house  for  a  few  days  before  hitting  the 
beach — break  them  in  correctly,  and  you'll  never  have  blisters  again. 
Rainbow  Sandals,  $49,  at  (800)  762-7635,  www.rainbowsandals.com. 


THE  POSH  LIF 


WHY  SPEND  THE  MONEY  ON  A  PRIVATE  J 


or  yacht  if  you're  not  going  to  make  it  tru 


yours?  That's  where  Loro  Piana's  cusw 


program  comes  in,  with  a  gorgeous  array 


woolens,  suedes  and  even  furs  to  turn  yo 


home  (or  homes-away-from-home)  into 


well-dressed  reflection  of  yourself.  Choo: 


waterproofed  cashmere  to  upholster  yo 


yacht's  banquettes,  or  chinchilla-trimme 
blankets  to  provision  your  Learjet  55.  Ar 


for  that  additional  je  ne  sais  quoi,  they 


monogram  everything — and  make  you  robe 


and  slippers  to  match.  Custom  orders 


Loro  Piana,  (212)  980-7961. 


LOSING  A  HARD  DRIVE  IS  LIKE  LOSING  A  PART  OF  YOURSELF.  WHEN  IT  HAPPENS.  REASONABLE 
people  can  become  blubbering  fools.  That's  why  DriveSaven  ,  a '19-year  old  data  recovery  company, 
hired  Kelly  Chessen.  She  used  to  work  at  a  Northern  California  suicide-prevention  hotline.  Now 
she's  DriveSavers'  official  data  crisis  counselor,  comforting  poor  souls  whose  computers  have  been 
melted  in  fires,  dropped  into  rivers,  run  over  by  cars  and  in  one  case,  shot.  "Sometimes  people 
will  threaten  to  throw  their  computers  out  the  window,"  says  Kelly.  "Hard  drive  failure  happens 
every  day,  but  it  doesn't  happen  to  everybody  every  day,"  she  continues.  "A  lot  of  I  my  job]  is 
explaining  that  it's  normal,  and  that  there  is  a  solution."  (800)  440-1904;  www.drivesavers.com. 


( 
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EAMS  OF 

a-terre  in  Paris  lies  a  thicket  of  red  tape  and  the 
g  petits  fonctionnaires  of  the  French  bureaucracy. 
Ips  to  have  une  amie  who  understands  all  the 
ry.  Paris-born,  San  Francisco-based  real  estate  agent 
e  Aubale  Epstein  of  has  made  it  her 

business  to  guide  Americans  through  the  entire  arcane  process,  from  tracking 
down  the  right  apartment  in  the  right  arrondissement  to  arranging  financing 
and  hiring  a  contractor  for  renovations.  Epstein,  who  spends  about  half 
of  each  year  scouting  in  the  City  of  Lights,  understands  that  you'd  rather 
be  standing  in  line  for  ice  cream  at  Berthilion  than  queuing  up  to 
get  another  stamp  on  another  form.  Catherine  Aubale  Epstein;  (415)  221- 
9594;  www.parisimmorealty.com.  Email:  caubaleepstein@aol.com. 


Sign  of  the  Seas 


THE  NEW  23'  9"  INFLATABLE  ZODIAC  CZ7  HAS 
been  performance-enhanced  from  the  harmless 
little  inflatable  you  grew  up  with.  This  2004  version 
:omes  with  twin  150-hp  Evinrude  V6  engines,  and  even  with  a  top  speed  of  52  mph,  still  corners 
in  a  dime,  or  at  least  well  enough  to  satisfy  the  Navy  Seals  and  the  Coast  Guard,  for  whom 
he  military  version  is  standard  issue.  Buyers  of  this  Zodiac,  in  fact,  are  entitled  to  enroll  in  the 
ompany's  new  "extreme  excursions  academy"  course,  during 
vhich  ex-military  types  teach  handling  and  navigation  skills, 
s  well  has  how  to  operate  such  whiz-bang  features  as  the 
;Z7's  EchoSounder,  satellite  positioning  and  color  radar  systems, 
rice?  Hold  on  tight:  $195,000,  www.zodiaccz7.com. 


Wine's  Home 
Schooling 


IF  YOU  INADVERTENTLY  FAILED 
to  grow  up  in  a  French  chateau, 
you  may  wish  you  knew  more 
about  wine.  And,  you  may  not 
wish  everyone  you  know  to  know 
what  you  don't  know.  Here's  a 
way  to  play  catch-up  ball  in  the 
privacy  of  your  own  cellar:  The 
Introduction  to  Wine  Tasting 
interactive  tasting  kit.  First, 
there's  the  DVD,  narrated  by  the 
prodigiously  knowledgeable  Bob 
Betz.  Since  the  kit  comes  with 
four  exemplary  half  bottles 
of  Napa  Valley  wine  (from  Grgich 
Hills,  Clos  du  Val,  Merryvale 
and  St.  Supery),  you  can  actually 
taste  along  with  Betz  and  pick 
up  that  berry  nuance  he's 
talking  about.  With  a  few  pain- 
less, tasty  lessons,  you'll  feel 
far  more  confident  taking  the 
wine  list  in  hand.  And  at  $40, 
you  will  have  saved  enough 
over  a  conventional  wine  course 
to  toast  yourself  with  Dom 
Perignon.  www.bytheglass.net. 


Em 
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Piffles  Resort 

Canouan  Island  ' 
The  Grenadines 

FOR  THE  FORTUNATE  FEW 

156  luxury  accommodations  •  championship  18-hole  golf  course  •  Amrita  Spa 
European- style  gaming  •  private  yacht  moorings  •  opening  July  15,  2004 
For  reservations,  call  1.877. CANOUAN,  visit  www.raffles-canouanisland.com 

or  contact  your  travel  professional. 

'Th^Jpadin^MoteJs  oftheFWorld  *• 


Raffles  Hotel  Le  Royal,  Phnom  Penh,  Cambodia 
Raffles  Grand  Hotel  d' Angkor,  Siem  Reap,  Cambodia 
^Raffles  L'Ermitage  Beverly  Hills,  California 
Raffles  Hotel  Vier  Jahreszeiten,  Hamburg 


Raffles  Hotel,  Singapore  Raffles  Resort  Bali  at  Jimbaran' 

Raffles  The  Plaza,  Singapore  Raffles  Resort  Mallorca  at  Colinas  d'Es  Trenc' 
Le  Montreux  Palace,  Montreux  Raffles  Resort  Bmtan* 

Raffles  Resort  Canouan  Island,  The  Grenadines  Raffles  Resort  Phuket" 


'  Under  development 


tglish  country  house  hotels  |  Berkshires  chocolate  feast  | 
smazcalm  Mexico  |  Romance  in  Vietnam  |  Salmon  off  Vancouver 


ENGLAND 

The  Countryside:  Forget  the  chintz,  overstuffed  sofas  and  butlers 

hovering  with  a  glass  of  sherry.  The  new  trend  in  English  country  house 
hotels  is  a  lean,  contemporary  look  with  a  cool,  urban  attitude,  sort  of  Ian  Schrager 
meets  Brideshead Revisited.  The  Soho  House  outpost  BABINGTON  HOUSE  kicked 
off  the  trend  when  it  opened  in  1998  offering  London's  chattering  classes 


The  Grove,  $430-$1,600, 
andler's  Cross,  Rickmansworth, 
Hertfordshire;  44-1923- 
07-807,  fax  44-1923-221-008, 
www.thegrove.co.uk.  Cowley 
Manor,  $395-$800,  near 
leltenham,  Gloucestershire,  44- 
142-870-900;  fax  44-1242-870- 
901,  www.cowleymanor.com. 
Barnsley  House,  $465-$805, 
Cirencester,  Gloucestershire, 
14-1285-740-000;  fax  44-1285- 
0-900;  www.barnsleyhouse.com. 

Whatley  Manor,  $490-$  1,520; 
iton  Grey,  Malmesbury,  Wiltshire, 
*4- 1666-822-888;  fax  44-1666- 
16-120;  www.whatleymanor.com. 
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Wheatleigh:  Anecdotal 
evidence  suggests  that 
Massachusetts's  western 
Berkshire  Mountains  are  under- 
going a  renaissance  of  chic, 
and  one  of  its  cornerstones  is 
WHEATLEIGH,  a  grand, 
European-style  country  house 
hotel  in  Lenox.  With  rates  from 
$600  (including  a  10  percent 
service  charge)  and  way  up, 
and  with  little  more  than 
a  swimming  pool  and  tennis 
court  (in  warm  weather)  and  a 
small  exercise  room,  Wheatleigh 
appeals  to  a  gentrified  but 
presumably  less  sportif  crowd 
than  nearby  Canyon  Ranch. 
The  attractions  here  are  more 
soothing,  from  the  rich  but 
understated  contemporary 
decor  in  the  hotel's  19  guest 
rooms  to  the  otherworldly 
spread  itself,  a  sprawling, 
Italianate  mansion  set  amid 
bucolic  mountain  scenery.  An 
1893  wedding  present  from 
a  railroad  heir  to  his  daughter, 
Wheatleigh's  construction 
required  the  importation  not 
only  of  its  signature  yellow 
brick,  but  of  150  Italian  artisans 
to  cope  with  it.  American-born 
contributors — only  the  best 
for  his  little  girl — included 
Frederick  Law  Olmsted,  who 
designed  the  gardens  and 
oriented  the  views,  and  Louis 
Comfort  Tiffany's  studios, 
whose  curiously  bowed 
stained-glass  windows  adorn 
the  staircase  in  the  main  hall. 

As  a  study  in  harmony, 
Wheatleigh  holds  some  surprises, 
beginning  with  the  discovery 


a  bucolic  retreat  12  miles  south  of  Bath  in  which  to  catch  up  on  gossip  while  lazing  in  early  Geord 
mansion  rooms  decked  out  in  sleek  Italian'furnishings.  The  formula  was  so  successful  that  sew 
others  have  sprouted  over  the  last  year  and  a  half,  all  within  a  two-hour  drive  of  London. 

The  newest,  which  opened  last  September,  is  THE  GROVE,  the  former  country  estate  of 
Earls  of  Clarendon.  An  impressive  spread  of  300  acres,  the  grounds  contain  a  golf  coursej 
extensive  spa  and  a  particularly  gorgeous  18th-century  mansion.  The  common  rooms  in 
mansion  are  such  showstoppers  that  you  can  imagine  the  magazine  layouts  already.  The  sal 
are  dramatically  accessorized  and  richly  colored,  contrasting  a  blue  room  with  midnight-1:  r 
walls  and  dark  blue  velvet  settees  with  a  sleek  all-white  gallery  complete  with  white  marble  f 
place.  Upstairs,  the  27  mansion  bedrooms  are  either  pastel  and  contemporary  (if  you're  musid 
ly  inclined,  ask  for  #18,  which  has  a  grand  piano),  or  classic,  with  dark  wood,  beige  fabrics 
walls  in  deep  colors  such  as  burnt  orange.  Sprinkled  throughout  the  house  are  dashes  of  wit, 
an  arty  photo  of  a  giraffe  over  a  Lucite  box  containing  a  giraffe  figurine  in  giraffe  print  shoe 

The  Grove's  chief  drawback  is  its  size.  In  addition  to  the  mansion,  there  are  200  more  geni 
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Poolside  posh  at 
Whatley  House 


ic  rooms  in  the  newly  constructed  west  wing,  part  of  the  owners'  pursuit  of  the  meeting  mark© 
as  I  learned  while  checking  in  as  130  people  were  checking  out.  Best  advice:  Go  only  if  the  man 
sion  rooms  are  available  and  there  isn't  a  capacity-sized  meeting  elsewhere  in  the  house. 

The  30-room  COWLEY  MANOR,  near  Cheltenham  in  the  Cotswolds,  is  situated  among  < 
gorgeous  acres  of  lawns  and  manicured  gardens  with  a  romantic  lake  in  the  middle,  anj 
claims  a  place  in  literary  history.  It  was  here  that  Lewis  Carroll  met  a  young  woman  nam© 
Alice  Liddell,  his  inspiration  for  A/ice's  Adventures  in  Wonder/and.  Perhaps  coincidentall) 
there  is  a  kind  of  Wonderland  feeling  to  the  exaggerated  new  decor  in  this  extremely  popus 
lar  1850  Italianate  mansion.  On  one  hand,  there's  the  emphasis  on  blonde  wood  and  hare 
edges:  The  dining  room,  with  its  beautiful  paneled  walls,  is  as  stark  and  plain  as  a  schoo 
library.  On  the  other  hand,  there  are  shrill  colors  (purple  and  chartreuse,  fuchsia  and  orange 
otten  displayed  together)  and  bizarre  design  touches  such  as  the  chandelier  of  mirror  shard: 
and  inset  spotlights  in  the  main  hall.  The  bar,  with  models  of  floridly  painted  animal  heads 
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tl  a  young,  mostly  European 
taff  catering  to  a  cosmopolitan 
lientele  out  here  in  the 
eep  sticks.  Then  there's  the 
huch-acclaimed  dining  room, 
'hich  is  making  waves  these 
ays  with  seemingly  outlandish 
fferings  like  the  $115,  six- 
ourse  tasting  menu — with 
alrhona  Grand  Cru  chocolate 
i  every  dish. 

What  sounds  at  first  like  a 
hef's  desperate  plea  for 
ttention  turns  out  to  be  a  lot 
ess  gimmicky  and  far  more 
ubtle.  If  you've  gotten  your 
magination  in  high  gear 
>eforehand,  in  fact,  it's  almost 
isappointingly  unstrange 
o  eat.  "We're  going  against 
he  grain,"  acknowledges 
he  genial,  French-trained, 
merican  chef  J.  Bryce 
hittlesey.  "But  the  pairings 
re  so  subtle — 'cafe  noir' 
us  with  venison  and  a  pear 
oached  in  licorice  and  coffee — 
hat  the  chocolate  never 
ominates  it."  Whittlesey  uses 
he  chocolate  for  properties 
ou  may  have  overlooked,  like 
ts  bitterness  with  the  venison, 
or  example,  or  as  a  kind 
f  cocoa  butter  to  add  fat 
nd  texture  to  a  wild  striped 
>ass  tartare. 

If  you'd  still  prefer  some- 
hing  less  outre,  Wheatleigh's 
itchen  also  turns  out  some 
f  the  most  sophisticatedly 
nfussy,  ingredient-driven 
ooking — the  heirloom  white 
Dean  soup  with  black  trumpet 
mushroom  custard,  for 
xample — you  will  find  any- 
where. But  of  course,  you're 
not  just  anywhere.  You're  in 
the  ultrastylish,  glass-enclosed 
portico  wing  of  a  grand  Gilded 
I  Age  home,  looking  out  across 
Ki  a  broad  lawn  at  the  back- 
I  ground  of  gentle,  wooded  hills 
\-  i  and  the  last  light  gilding 
I  the  waters  of  the  Stockbridge 
i  1  Bowl.— RICHARD  NALLEY 


yiHouse 
ith  telly 


on  the  wall  and  animal  hide  banquettes,  looks  like  The  Lion  King  on  LSD. 

Cowley  Manor's  rooms  are  categorized  in  a  straightforward  manner:  Best,  Exceptional, 
Great,  Better  and  Good,  delineated  by  size  and  view,  and  divided  between  the  main  house  and 
the  converted  stables.  (Those  in  the  main  house  felt  more  spacious  and  provided  the  better 
views.)  The  "c^side"  spa,  offering  treatments  devised  by  a  London  esthetician,  plus  two  very 
glamorous  pools  (indoor  and  outdoor),  is  appropriately  soothing.  For  a  room  on  a  weekend,  you 

will  likely  need  to  book  far  ahead. 

A  complete  contrast  to  Cowley,  BARNSLEY 
HOUSE  is  an  exquisite,  cosseting  gem  that  opened 
last  July  in  the  quaint,  off-the-beaten-track 
village  of  Barnsley  near  Cirencester,  deep  in  the 
southern  Cotswolds.  Passionate  gardeners  will 
be  in  heaven  here:  The  whimsical  n-acre  garden 
was  designed  by  the  house's  previous  owner, 
Rosemary  Verey,  a  noted  garden  expert  who  was 
a  consultant  to  nearby  resident  Prince  Charles. 
Those  who  are  simply  passionate  will  also  love 
it:  It's  the  perfect  place  for  a  romantic  weekend.  The  Cotswold  stone  house,  dating  in  part  to  the 
17th  century,  is  done  up  in  a  sleek,  contemporary  but  warm  style,  with  luxurious  fabrics  and  com- 
forting, subdued  colors  such  as  soft  greens  and  grays  (co-owner  Tim  Haigh  admits  being  influ- 
enced by  Babington  House  as  well  as  the  Royalton  in  New  York).  The  nine  rooms  and  suites  are 
all  different,  and  regulars  definitely  have  their  favorites.  Actress  Elizabeth  Hurley,  who  bought  a 
house  down  the  lane,  was  partial  to  room  #2  when  she  stayed  here,  with  its  lavender  suede 
fabrics  and  view  of  the  garden.  I  was  there  in  chilly,  stereotypically  English  weather  and  enjoyed 
room  #1  with  its  dark,  hibernation-inducing  fabrics  and  huge  bathroom  with  side-by-side 
tubs.  Amenities  throughout  the  rooms  are  exceptional:  plasma-screen  TVs,  natural  soaps  made 
by  a  local  farmer's  wife  (who  also  produces  them 
for  the  Prince  of  Wales)  and  free  homemade  ice 
cream  and  chocolates. 

The  dining  room  at  Barnsley  House  is  also 
high  quality,  though  surprisingly  the  menu  is 
Italian,  supervised  by  Franco  Taruschio,  who 
for  years  ran  the  acclaimed  Welsh  restaurant 
The  Walnut  Tree  Inn.  His  signature  vincisgrassi 
is  an  18th-century  recipe  of  baked  pasta  with 
Parma  ham,  porcini  and  truffles. 

Closer  to  the  classic  retreat  model  is  WHATLEY 
MANOR,  a  turn-of-the-century  former  hunting  lodge  that  opened  last  summer  near  the  Wiltshire 
market  town  of  Malmesbury.  Given  its  range  of  facilities — boardroom  with  state-of-the-art 
electronics,  40-seat  cinema,  full  La  Prairie  spa — the  23-room  hotel  also  has  an  air  of  business 
meetings  waiting  to  happen.  Its  design  just  barely  tweaks  the  usual  formula.  Fashion-forward 
Italian  pieces  here  and  there  mix  companionably  with  the  standard  country  house  leather  club 
chairs.  The  decor,  designed  in  part  by  owner  Christian  Landolt's  mother,  Alix,  who  also  had  a 
hand  in  the  family's  hotels  in  Switzerland  (such  as  Lausanne's  Beau-Rivage  Palace),  veers  occa- 
sionally into  a  heavy,  Swiss  chalet  look,  including  cowbells  in  the  casual  restaurant  Le  Mazot. 

But  the  supremely  executed  food  and  polished  Continental  service  in  Whatley  Manor's  main 
restaurant,  The  Dining  Room,  are  so  good  that  they're  a  draw  in  themselves.  Chef  Martin  Burge, 
who  worked  with  Raymond  Blanc  at  Le  Manoir  aux  Quat'  Saisons,  turns  out  sublime  dishes  such 
as  a  tasting  menu  of  smoked  duck  breast  on  beetroot  noodles,  diver  scallops  in  an  oyster  Champagne 
nage  and  roast  grouse  with  celeriac  confit  and  foie  gras.  With  food  this  good  and  a  soak  in  the  spa's 
hydrotherapy  pool  in  the  offing,  even  the  cowbells  can  be  forgiven. — LAURIE  WERNER 


Barnsley  Hfltfse 
morning  room 


EYESilNLY 

Wheatleigh,  Hawthorne 
Road,  Lenox,  MA;  (41 3)  637- 
0610,  fax  (413)  637-4507, 
www.wheatleigh.com. 
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MEXICO 

South  of  the  Border:  The 

super-sleek  Studio  Gaia-designed 
W  HOTEL  in  Mexico  City  offers 
a  drawing  card  its  U.S.  sister 
properties  can  only  envy:  a 
temazcal  spa  treatment.  Not  to  be 
confused  with  the  worm-in-the- 
bottle  hooch,  temazcal  is  actually 
the  Mexican  variation  on  an  Indian 
sweat-lodge,  and  its  ultimate 
purpose  is  "detoxification." 

Temazcal  has  been  a  part  of 
the  indigenous  culture  of  Mexico 
for  so  long  it's  unclear  whether  it 
originated  with  the  Aztecs, 
Mayans  or  Zapotecs.  Now,  there's 
the  W  Hotel  version.  Back  in 
the  pueblos,  temazcal  involves 
hunkering  down  in  a  heated 
adobe  chamber  that  acts  like  an 
oven.  The  interior  is  completely 
dark,  with  heated  rocks  that 
a  shaman  periodically  douses 
with  herb-infused  water. 

The  W  puts  the  tradition  in  a 
cultural  supercollider:  Its  faux- 
adobe  structure  sits  in  the 
middle  of  the  spa,  in  full  view  of 
other  clients  (keep  those  towels 
on!)  and  in  front  of  an  enormous 
bank  of  windows  with  a  sweeping 
skyline  view  (keep  'em  on! 
I  mean  it  this  time!).  Despite  the 
efforts  of  our  shaman,  Carlos,  it 
didn't  seem  to  be  the  best  place 
for  introspection,  and  it  took 
about  half  the  ceremony  before 
I  really  felt  the  kind  of  insularity 
so  important  to  the  experience. 
I  will  say  this:  I  perspired  more 


W  Mexico  City:  $319-$2,599. 
Temazcal  in  Oaxaca  can  be 
booked  through  Las 
Bugambilias,  52  (951)516- 
1 165,www.lasbugambilias.com. 


VIETNAM 


Ana  Mandara:  The  small  turboprop  plane  dropped  through  the 

cloud  cover  on  a  moody,  late  October  day  and  the  South  China  Sea  abruptly 
unrolled  beneath  us — a  misty  scroll  painting  of  haystack  islands  and  jade-green 
water.  The  day  has  an  end-of-monsoon-season  hangover,  but  the  gray  cool 
actually  looks  welcoming  after  the  swelter  of  Saigon.  Here  is  yet  another  of 
Vietnam's  surprising  new  faces,  the  ANA  MANDARA  RESORT  in  Nha  Trang,  280 
miles  northeast  of  Saigon  (50  minutes  by  air),  with  some  of  the  country's  most 
inviting  beaches.  •  Ana  Mandara  means  "beautiful  home  for  the  guests"  in  the 
ancient  Cham  language,  and  the  low-slung,  terra-cotta  roofed  villas,  many 
secluded  behind  palms,  frangipani  and  curtains  of  bamboo,  do  have  a  residen- 
tial feel.  The  property  is  on  the  beach,  a  wide,  coarse-sand  promenade  that  runs 
north  for  several  miles  right  into  Nha  Trang.  The  grounds  are  lushly  planted 


26  FORBES  FYI 


"With  the  BLACKENED  AHI  TUNA, I  was  looking  to  create  a  spicy  'kick'  from  the 
blackened  seasonings,  and  marry  it  with  the  silky  velvet  layer  of  a  light  butter  sauce. 
I  wanted  to  create  A  'WOW'  EATING  EXPERI  EN  CE  for  my  guests." 

-  ROY  YAMACUCH I 


i 


HAWAIIAN  FUSION  CUISINE  roysrestaurant.com 
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but  carefully  coiffed,  with  plants  massed,  cropped 
and  trimmed  (sometimes  with  scissors)  to  neatly 
section  the  space  and  draw  the  eye.  If  the  gardens 
were  a  dog,  they'd  be  a  show  poodle. 

The  rooms  are  comfortable,  furnished  with 
Chinese-style  pieces,  but  a  few  rungs  below, 
say,  a  Four  Seasons  or  Amanresort  in  luxury. 
However,  there  are  more  than  enough  offsetting 
advantages,  starting  with  the  location — and  the 
fact  that  among  the  services  the  resort's  beach  patrol  offers  is  sunglass  spritz-cleaning.  There's  a 
new  spa,  which  has  treatment  rooms  in  the  style  of  traditional  Vietnamese  salas  (or  pavilions), 
right  over  the  fishpond.  The  restaurant  is  capable  of  inspired  cooking — have  the  peppered  squid 
(from  Nha  Trang  Bay)  over  thin  noodles  and  the  watermelon  and  mango  soup.  And  don't  miss 
the  one  night  a  week  the  dining  room  is  taken  over  by  the  best  of  the  street-food  vendors  (well 
vetted  for  cleanliness)  for  a  buffet — one  of  the  best  ideas  I've  come  across  at  an  Asian  resort. 

Nha  Trang  itself  was  developed  by  the  French  as  a  beach  resort,  and  best  remembered  by 
Americans  of  a  certain  age  as  the  site  of  a  vast  military  base  that  extended  down  to  Cam  Ranh 
Bay.  These  days,  the  city  is  a  furious  hive  of  commerce.  Pedestrians  squeeze  between  the  shop 
fronts  and  curbside  vegetable  mongers,  one  of  whom  smoked  contentedly  while  lying  atop 
her  stock.  Motorbikes  swarm  (and  take  the  sidewalk  when  it  suits  them),  and  the  air  is  filled 
with  the  universal  signal  for  "Watch  out!" — two  short  horn-honks. 

Close  to  noon  we  decided  to  walk  the  beach  back  to  the  resort.  We 
passed  the  fishing  fleet  beached  in  the  estuary,  every  boat  identically 
painted  in  blue  (symbolizing  harmony)  with  red  piping  (good 
luck).  We  shared  the  fleet's  morning  catch  via  Mai,  a  bantamweight 
woman  who  plies  the  beach  balancing  a  charcoal  brazier  and  a  bucket 
of  crustaceans  from  a  wood  crossbeam.  Somewhat  nervously,  we  let 
her  cajole  us  into  buying  a  grilled  lobster.  It  was  sweet,  it  was  succulent 
and  it  was  $5 — a  veritable  trifecta  of  lobster  eating. — GARY  WALTHER 


Ana  Mandara  Resort, 
$205-407.  Best  rooms: 
Deluxe  and  Superior 
Seaview  Villas.  84-58- 
829-829,  www.sixsenses. 
com/ana-mandara. 


than  I  ever  have  in  my  life, 
six  of  us,  plus  Carlos,  spent 
about  90  minutes  in  the  oven 
a  time  broken  up  by  rubbing 
cactus  leaves  over  our  faces  a 
sipping  something  that  tasted 
little  like  hibiscus  tea.  Follow 
Carlos's  lead,  we  chanted,  sa 
prayed  and  all  survived  till 
the  end;  when  it  was  over,  I  fl 
myself  onto  a  nearby  pile  of 
pillows  and  remained  in  a  fug 
like  state  for  hours  afterward 

I  felt  so  good  the  next  mori 
ing  I  decided  to  try  the  real  th 
later  in  my  trip,  in  the  backyai 
of  a  local  shaman  in  Oaxaca. 
The  femazca/oven  was  built  n 
her  garden,  with  a  dirt  floor  ar 
an  adjacent  room  decorated 
with  a  variety  of  religious  altar 
My  two  companions,  Scottish 
tourists,  bailed  out  of  the  oven 
within  minutes,  but  I  found  th 
temazcal  to  be  both  more  relax 
and  less  intense  than  the  W's. 
The  post-treatment  massage 
was  superlative,  but  perversely 
had  looked  forward  to  being 
pushed  to  the  edge,  and  this 
experience  was  ultimately  mon 
gentle  and  comforting,  and 
certainly  more  private.  Cleanse 
and  rejuvenated,  we  toasted 
our  experience  back  at  Oaxaca 
zocalo — with  mescal,  of  course 
—  LORRAINE  CADEMARTOF 


CANADA 

Vancouver  Island:  On  the 

map,  Vancouver  Island  looks  like  a 
surfboard  from  which  a  monster 
shark  has  chomped  huge,  messy 
bites.  The  biggest  bite  is  Barkley 
Sound,  its  mess  the  Broken  Group 
Islands.  Legendary  salmon  waters, 
these.  But  our  fishing  guide 
bypasses  the  local  salmon  as  we 
race  the  dawn  out  to  sea.  The 
salmon  we're  chasing  cruise  15 
miles  offshore. 

Welcome  to  the  fabled  WEST 
COAST  VANCOUVER  ISLAND 
FISHERY.  The  guides,  the  waters, 
the  lodging — and  the  dollars — are 
ill  Canadian.  But  the  fish,  like  the 
fishermen,  are  mainly  Americans, 
here  briefly.  The  salmon  are  headed 
home,  to  Washington  and  Oregon. 
Thousands  will  finish  their  journey 
on  airplanes,  packed  in  ice. 


Most  summers  my  son  and  I 
fly-fish  Alaska's  Alagnak  River,  but 
this  year  we  needed  something 
briefer.  A  Google  search  for 
"Barkley  Sound"  plus  "catch  and 
release"  yielded  EAGLE  NOOK 
WILDERNESS  RESORT 
AND  SPA.  We  booked  our  trip. 

Google  notwithstanding,  Eagle 
Nook  isn't  a  fishing  lodge,  per 
se.  It's  a  four-star  luxury  resort 
catering  to  eco-tourists  who  don't 
mind  plenty  of  pampering  along 
with  their  trail  walks.  But  fisher- 
men are  cheerfully  accommodated. 
The  resort  arranges  fishing  guides 
for  inshore  and  offshore  fishing. 
It's  a  long  boat  trip  to  the  salmon 
grounds— two  hours  each  way. 
But  it's  an  excursion  through 
the  most  gorgeous  inland  waters 
anywhere:  think  San  Juan 
Islands,  but  utterly  undeveloped, 
plopped  down  in  Miiford  Sound. 

Out  on  the  ocean — shrouded  in 


fog,  lonely  and  calm  as  a  fingerbowl 
on  the  days  we  fished  it— the 
salmon  aren't  hard  to  find.  You  can 
catch  your  limit  here  in  an  hour. 
But  the  big  fish,  the  great  50- 
pound  chinooks  ("springers," 
Canadians  call  them),  swim  deep. 
It's  tough  to  get  a  lure  to  them 
through  the  shallower  schools 
of  coho,  15-  and  20-pound 
salmon  that  fly,  when  hooked, 
like  submarine-launched  missiles. 
Catch  and  release,  catch  and 
release.  Luckily,  the  hooks 
are  barbless;  with  a  flip  of  their 
tails,  the  coho  swim  free. 

Back  at  the  resort,  we  only, 
wish  we'd  left  time  for  kayaking, 
wildlife  viewing  and  trips  to  the 
nearby  native  village.  But  as  I  settle 
into  the  outdoor  hot  tub  beneath 
snowcapped  peaks,  that  lack  of 
time  is  my  only  regret.  Raising  a 
glass  of  single  malt,  I  say,  "Thank 
you,  Google!" —ERIC  REDMAN 


Eagle  Nook  Wilde 
and  Spa.  From  $465,  meals 
included,  for  a  two-night 
minimum  stay.  (800)  760- 
2777,  www.eaglenook.com. 
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DO  THEY  KNOW  WHY 

THEY  DON'T  HJVE 

British  Accents? 

IF  your  kids  haven't,  experienced  Colonial  Williamsburg  lately,  nov/s  the  time  to  bring 
them.  They'll  find  a  real  18th-century  town,  bursting  with  things  to  sec,  touch  and  do. 
And  before  they  realize  they're  actually  learning,  they  may  come  to  understand  the  ideas  and 
values  America  was  built  upon.  Isn't  that  a  wonderful  thing  to  bring  home  from  vacation? 


3-For-I  Fun  Package 

from  $P4  per  adult  and  $4*1  per  child  (age  6-1 4),  per  nigkt 

This  package  includes  nightly  accommodations,  plus  three  days'  admission  to  Colonial 
Williamsburg's  Historic  Area,  Busch  Gardens  Williamsburg,  and  Water  Country  USA. 
Call  1-800-404-3372  and  make  a  reservation  soon.  Rates  above  are  based  on  two  adults 
and  two  children  staying  two  nights  in  die  same  room.  Some  other  restrictions  may  apply. 


AMERICA.   CHAPTER  I. 


Williamsburg,  Virginia   1-800-404-3372  ColonialWilliamsburg.com 


Executive  Privilege  by  George  H.  W.  Bush 


ife  is  Good 

...but  you  can't  be  41  forever 


e  80 — What's  it  like?  Let  me  help  you 
th  that  one. 

Maybe  other  old  guys  can  learn  some- 
ng  from  this  octogenarian.  Maybe  as 
ey  ache  and  repeat  themselves  and  tilt 
len  they  walk  and  wonder  how  others 
3e,  they  will  see  they  are  not  alone.  That 
juld  encourage  them  to  head  more  con- 
ently  toward  the  finish  line. 
First  of  all,  there  are  a  lot  of  changes 
len  you  get  to  be  80.  In  my  case,  I  still 
si  like  charging  ahead  and  living  life  to 
e  hilt,  but  my  body  lags  behind.  My  mind 
out  there  on  the  playing  field  or  on  the 
mpaign  trail  or  circling  the  globe,  but 
y  skeletal  structure  cries  out  suggesting  I 
ive  it  a  break. 

I  can  no  longer  fly-fish  off  the  rocks  at 
lr  house  in  Kennebunkport.  I  used  to 
ve  to  go  out  there  and  cast  chartreuse 
ousers  at  big  striped  bass  or  even  tiny 
llock.  Now  if  I  keep  my  feet  in  one  place 
I  cast,  I  find  that  when  I  go  to  turn  and 
ove  my  feet  I  am  in  grave  danger  of 
lling  into  the  ocean.  It  is  a  balance  thing. 
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I  now  feel  closer  to  the  old  guys  who  full 
clown  and  break  hips.  I  used  to  race  across, 
the  rocks  like  a  surefooted  gazelle.  Now, 
no  more  rock  climbing  for  me. 

Down  in  the  Dominican  Republic  re- 
cently I  was  having  a  grand  hot  shower. 
Suddenly  I  felt  my  foot  slip.  I  grabbed  the 


in  big  seas  or  from  making  high-speed 
entries  into  our  harbor.  There  is  still  a 
thrill  factor  there  as  I  speed  into  our  bay 
then  turn  sharply.  Kids  love  this.  I  like 
watching  them  scream  in  a  sharp  turn;  so 
this  boat  makes  me  feel  young  and  very 
happy.  Age  has  not  diminished  my  love  of 


Age  has  not  diminished  my  love 
of  the  sea  or  the  joy  of  driving  my 
boat  across  the  Atlantic  waves. 


soap  dish.  I  stayed  upright,  but  in 
that  scary  moment  I  understood 
why  I  get  so  many  calls  these 
days — "Did  you  hear  what  hap- 
pened to  old  Joe?  Yep,  he  slipped 
and  fell  in  the  bath  and  broke  a 
hip."  It  happens  all  the  time. 

No  question  about  it,  balance 
at  80  offers  great  challenges;  and, 
oddly,  lack  of  balance  does  not 
get  much  sympathy  from  the 
younger  crowd.  One  little  falter 
and  your  kids  look  at  you  like  the 
town  drunk. 

Just  days  ago  I  climbed  out 
of  our  Suburban  (yes,  Arianna 
Huffmgton,  we  have  a  Suburban), 
and  as  I  stepped  down  to  the  curb 
I  almost  fell.  It  was  kind  of  a  stag- 
ger at  first,  then  a  dive.  Had  it  not 
been  for  a  great  one-handed  save 
by  U.S.  Secret  Service  agent  Jim 
Pollard,  Barbara  would  surely 
have  been  calling  911. 

I  love  fishing  in  the  rivers  of 
Labrador  with  my  friend  Craig 
Dobbin.  But  this  year  the  boul- 
ders in  the  Adlatok  River  that 
never  bothered  me  a  bit  became 
impossible  for  me  to  stand  on  or  climb 
around.  My  guide,  Bill  Lynch,  held  onto 
me  in  the  river  like  you'd  hold  on  to  a 
3-year-old  kid.  The  current  threatened 
me.  The  slippery  rocks  did  me  in.  1  used  to 
love  to  wade  the  rivers  and  conquer  the 
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boulders,  but  at  80 — no  way! 

I  have  a  fast  boat,  a  very  fast  31-foot 
Fountain.  It  is  rigged  for  fishing.  With  its 
two  225-horsepower  Mercury  OptiMax 
outboards,  it  can  fly.  I  love  that  boat, 
and  age  has  not  kept  me  from  going  out 


Dual  retirees:  Bush  takes  pointers  from  tennis  ace  Chris 

the  sea  or  the  joy  of  driving  my  boat  across 
the  Atlantic  waves. 

Barbara  does  not  like  the  boat  because 
there  aren't  any  really  comfortable  seats 
for  older  people.  She  can't  read  at  55  miles 
per  hour  either.  We  used  to  fish  together 
a  lot  but  now  her  legs  rebel  at  the  boat's 
pounding.  I  miss  her  out  there  on  the 
open  Atlantic. 

At  80,  body  kinds  of  things  matter 
more.  I  love  a  good  sauna  or  a  hot  tub. 
Massage  therapy  is  great;  make  that  essen- 


tia/. I  hope  heaven  has  these  wonders 
My  back  aches  more  now.  So  do  my 
So  I  have  tried  stretching.  Everyone  sj 
"When  you  get  older,  you  must  stret 
The  problem  is  stretching  is  boring.  Tl 
is  no  competition  in  stretching,  no  wini 
and  losers.  But  it  does  help.  It  is  better  w 
someone  helps  you  stretch.  I  like 
lying  there  and  letting  someone  1 
tie  me  into  a  half  granny.  Well, 
exactly,  because  I  don't  bend 
much.  I  like  riding  a  low-hung  exen 
bike.  I  can  fast  walk  but  I  can 
longer  jog.  I  miss  the  jogging.  I  n 
the  adrenaline  rush  that  came  on  aft 
good,  brisk  three-  or  four-mile  j 
I  wish  I  could  still  play  teni 
I  don't  play  tennis  anymore 
cept  when  I  hit  at  charity  eve 
put  on  each  year  in  Florida 
Chrissie  Evert  or  in  Texas 
Chuck  Norris. 

The  Chris  Evert  event 
showbiz  at  its  finest.  I  am  usual 
Chrissie's  partner.  We  have  nei 
lost.  Chrissie  sees  to  that.  I  am  r 
saying  the  matches  are  rigged 
am  saying  the  word  must  be  c 
for  the  opponents  to  be  kind 
this  former  president. 

When  playing  against  sor  • 
great  player  like  Jim  Courier 
Tommy  Haas,  they  hold  ba  ,•; 
from  hitting  hard  right  at  me 
give  the  crowd  a  thrill,  they  occ  ,-, 
sionally  get  into  a  hot  rally  wi 
Chrissie.  I  just  stand  there  mu 
tering  to  myself,  "When  I  was 
my  30s,  I  could  have  held  my  ovi 
at  least  for  a  few  crisp  volleys." 

Chrissie  still  goes  "Get  to  tl) 
net"  or  "Bend  your  knees  more" 
"Can't  you  at  least  cover  behin  : 
me  on  a  lob?"  You  might  think'M 
were  on  Centre  Court  at  Wimbledoi 
Chrissie  Evert  is  a  class  competitor — w; 
at  Forest  Hills  and  Wimbledon,  and  stil 
at  the  stadium  at  Delrav  Beach. 

My  reactions  are  much  slower  now. 
this  year's  match,  Chris  and  I  were  playin 
against  Tommy  Haas  and  Chevy  Chase 
Chew  is  younger  than  I  am  and  bette 
than  I  am,  but  not  a  heck  of  a  lot  bettei 
Anyway,  this  year  he  drilled  me  in  th 
groin  with  a  well-hit  forehand.  Severa 
years  ago  he  never  would  have  got  me:  M 
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wove,  Bush  and  guide  Billy  Busch  show  off  a  striped  bass;  below,  First  Family  fun  on  board  the  Fidelity  II. 

Ictions  would  have  spared  me.  But  reac- 
|n  times  are  down,  danger  to  the  groin 
1.  No  more  real  tennis,  but  I  sure  miss  it. 
I  What  was  your  question?  Oh,  yes — 
taring.  My  hearing  has  deteriorated,  not 

hgerously  so,  however.  I  can  hear  selec- 

ely.  I  can  tune  people  out  when  I  want  to. 

One  has  to  be  careful  with  the  tuning 

t,  because  if  the  question  is  shot  right 

you,  you  don't  want  to  look  dumb.  But 

he  question  is  shouted  from,  say,  the 

fe's  bathroom,  you  don't  need  to  re- 

ond.  Sometimes  I  can  make  out  the 

estion  clearly,  at  other  times  it  is  all  just 

iant  mumble. 

I  try  my  hearing  aid.  Once  you  get  past 
:  part  where  the  device  screeches  into 
ur  ear  when  you  first  put  it  in,  it  can 

helpful. 

My  hearing  aid  helps  when,  say,  I  am 
tching  a  rental  from  Blockbuster.  The 

d  news  is  it  kills  when  you  are  at  a  cock- 

1  party  or  even  in  the  office.  The  other 

iy,  eating  out,  I  was  coasting  along  hear- 
pretty  well  when  someone  crumpled  up 

me  paper  a  few  tables  away.  It  sounded 

e  a  low-yield  nuke  had  just  gone  off. 
Barbara  used  to  insist  I  use  my  hearing 

1:  "You  have  the  darn  thing,  just  use  it." 

le  doesn't  do  that  anymore.  I  have  con- 


have  to  stop  in  when  sum- 
moned to  that  messy  room 
where  they  hang  out  to  give  my 
views  on  Madonna,  P.  Diddy 
or  Eminem.  I  have  no  views  on 
those  people.  I  am  happily  dis- 
connected from  hip-hop,  dirty- 
talking  screen  performers  and 
science  fiction.  I  love  my  grand- 
children, all  of  them.  But  I 
no  longer  want  to  get  their 
views  on  Hollywood  celebrities 
or  even  hear  how  much  they 
enjoyed  the  Dave  Matthews 
concert  way  the  hell  up  near  the 
Canadian  border: 

"It  took  us  five  hours  to  get 
to  the  concert  area,  and  then  we 
had  to  walk  for  an  hour  because 
there  was  no  parking.  We 
stayed  up  all  night.  Pierce  slept 
in  the  back  ot  a  pickup  truck." 
I  listened  but  I  didn't  care.  Is 
that  selfish?  All  I  could  think 
about  was  recommending  a 
good  psychiatrist  to  all  of  them. 


vinced  her  I  only  need  it  at  certain  times. 

I  have  no  problem  with  the  cosmetics 
of  hearing  aids.  I  don't  care  if  it  is  the  "tini- 
est hearing  aid  ever  made."  Hey,  if  you  are 
8o,  people  expect  you  to  be  deaf  as  a  post. 

I  tell  Barbara  and  my  grandkids  to 
pronounce  more  clearly.  It  is  a  diphthong 
thing.  They  don't  do  it,  though. 

The  grandkids  are  now  convinced  I  am 
totally  deaf.  Little  do  they  know  that  I  just 
tune  them  out.  Life  is  simpler  if  I  don't 


Who,  if  totally  sane,  would  drive  all  day, 
walk  for  hours,  listen  to  a  rock  concert — in 
the  rain  yet — then  spend  the  rest  of  the 
night  camped  in  the  bed  of  a  pickup  truck? 
Give  me  a  break. 

At  8o,  the  motto  "early  to  bed  and 
early  to  rise"  makes  extraordinary  good 
sense.  At  8o  you  can  say  at  dinner  "I  am 
so  darn  old,  I  hope  you'll  forgive  me  if 
I  excuse  myself  and  go  to  bed."  No  one 
argues,  everyone  understands.  In  tact,  I 
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Slippery  when  wet:  Bush's  days  of  fishing  off  the  rocks  in  Kennebunkport  are  behind  him. 


know  the  younger  ones  are  glad  to  see 
the  old  fogey  go.  It  is  wonderful.  Several 
years  ago  after  dinner,  our  grandkids  used 
to  challenge  me.  "Let's  play  peggity"  or  "1 
can  beat  you  at  backgammon,  ( lampv." 
Every  once  in  a  while  I'd  accept  the  chal- 
lenge. Now  it's,  "I  won't  even  pass  go;  I'm 
going  to  bed." 

There  are  things  kids  say  that  don't 
exactly  disturb  me  now  that  I  am  80,  but 
things  that  make  me  wonder  what  they  are 
learning.  They  use  the  word  "like"  all  the 
time.  My  beloved  teenagers  can't  say  a 
sentence  without  saying  "like." 

Like  "Hi,  Gampster,  are  vou  like  going 
out  in  the  boat,  and  if  you  do  will  you  like 
take  me  with  you?"  Why  do  kids  do  this? 
Whv  don't  their  teachers  tell  them  to  cease 


and  desist?  They  should  simply  tell  the  kids 
"Don't  say  'like'  all  the  time."  Maybe  it  is 
only  us  old  guvs  who  notice,  because  we  like 
didn't  learn  to  talk  that  way  and  like  now 
everyone  under  20  goes  "like"  all  the  time. 
It's  a  new  phenomenon.  I  hope  our  grand- 
kids  grow  out  of  it  before  I  get  to  be  85. 

At.  80, 

I  find  I  still  look  forward  to  things.  I  still 
have  goals.  I  look  forward  to  my  parachute 
jump  on  my  80th  birthday.  Barbara  is 
okay  with  it,  but  she  has  managed  to  con- 
tain her  enthusiasm.  "One  way  or  another, 
George,  this  will  be  your  final  jump."  I 


MI 

■  M 

fends: 


asked  her  to  rephrase  it.  She  wouldn't 

I  look  forward  to  our  oldest  grands 
George  P.  Bush,  getting  married  i 
summer.  I  am  excited  about  the  big  ev^ 
I  don't  dare  tell  George  P.  and  Mandi, 
a  remaining  goal  of  mine  is  for  me  to 
to  be  a  great-grandfather  before  I  turn 
It  could  happen. 

Another  goal  is  to  live  until  2008, 
cause  I  want  to  attend  the  commission 
of  CVN77,  the  newest  and  most  mod 
aircraft  carrier  ever  to  sail  the  seas.  The  s 
has  been  named  for  me,  George  H.  W.  B& 
Our  daughter,  Doro,  is  the  sponsor  of 
ship.  That  makes  CVN77  "her  ship."  ll 
commissioning  of  this  grand  carrier  in  2c 
is  something  I  really  look  forward  to.  [IIs 

I  also  look  forward  to  our  60th  wedd 
anniversary  less  than  a  year  from  now.  1 
even  in  my  80th  year,  it  doesn't  seem  1  r,;: 
have  been  married  that  long.  It  has  bee  tBti 
wonderful  journey. 

Forgetful — that's  where  my  mind  is  w 
can  clearly  remember  some  things  tl  few 
happened  40  years  ago,  and  yet  now  I  ca,  \v 
remember  where  I  put  my  glasses  a  Tosui 
who's  coming  to  iunch  and  sometime  I 
can't  instantly  recall  the  names  of  clc 
friends.  Everyone  says,  "Well,  sir,  you  h.i 
met  so  many  people,  how  can  you  possirl 
remember  names?  Your  mind  must  be  nl 
of  names  and  places  and  events.  How  c| 
vou  begin  to  remember  last  week's  speei 
in  Orlando  or  Las  Vegas?"  The  truth  is  nl 
mind  gets  a  little  lazy  these  days.  I  ail 
afraid  I  don't  concentrate  on  names  whf 
being  introduced  to  new  people. 

To  understand  what's  happening 
me  now,  I  asked  Dr.  John  Eckstein,  ri 
doctor  at  the  Mayo  Clinic,  about  the  brai) 

John  tells  me  that  the  front  of  the  le 
temporal  lobe  is  where  one  stores  and  the 
remembers  people's  names.  Okay,  so  n 
left  temporal  lobe  is  a  little  lazy.  Mavbe 
is  full,  maybe  a  few  quarts  over  the  to 
but,  hey,  at  80  I  don't  worry  about  th 
lobe,  and  I  am  not  going  to  start  eatir) 
seaweed,  plankton  or  dried  guavu.  I  knoi 
I  won't  be  around  for  many  years  more  s 
forget  it — don't  worry  about  it. 

Besides,  I  can  always  bluff  throug 
it.  "Say,  how's  the  wife?"  or  "How's  . 
going,  pal?"  "You  look  great;  how's  the  ol 
lady?"  Careful  with  that  last  one,  thougli 
A  lot  of  old  ladies  have  gone  to  heave! 
or  been  dumped. 


■  !  ORB]  s  FY  I 


|At  80,  I  do  find  myself  reading  the 
[tuary  pages  a  lot  more.  "Hey,  Bar,  did 
n  see  where  Andrew  died  last  week?" 
r'Last  week?  I  thought  he  died  years  ago." 


1)  Lite  is  good  for  Barbara  and  me.  We 
have  many  happy  memories  of  being  Pres- 
ident and  First  Lady,  but  at  times  I  liter- 
ally find  it  hard  to  realize  that  we  actually 


ran  remember  things  that  happened 
10  years  ago,  but  not  where  I  put 
ny  glasses  or  who's  coming  to  lunch. 


il  now  understand  more  clearly  what 
yllis  Diller  meant  when  she  said  "All 
'friends  are  dying  in  alphabetical  order." 

fRE'S  ANOTHER  VERY  IMPORTANT 
int  about  aging  at  80.  Back  when  I  was  a 
jnger  man,  I  could  rationally  discuss  with 
riend  an  ailment  I  might  have.  Now,  if 
tart  to  tell  a  friend  about  my  hip  operation 
lust  brace  myself  for  a  lengthy  discussion 
out  his  operation,  his  prostate  surgery 
his  wife's  gall  bladder.  It  is  better  not  to 
;cuss  your  body  parts  with  anyone. 
To  sum  it  up,  being  80  is  okay,  not  bad 
all.  Herewith  a  few  general  conclusions: 


lived  in  the  White  House.  When  we  go 
back  there  I  love  to  go  through  the  West 
Wing  or  browse  through  the  residence. 
The  President  and  Laura  always  make  us 
feel  so  welcome.  I  am  sometimes  over- 
come with  emotion  when  I  sit  alone  in  the 
President's  private  office  on  the  second 
floor  of  the  residence.  That  marvelous 
White  House  staff,  the  men  and  women 
who  see  Presidents  come  and  go  and  treat 
them  all  with  respect,  always  seem  to  be 
welcoming  us  home. 

2)  It  hurts  more  when  the  press  and  po- 
litical opponents  criticize  one  of  my  sons 
than  when  they  used  to  knock  the  socks  off 


me.  I  know  that  criticism,  fair  or  grossly 
unfair,  goes  with  the  territory;  but  it  still 
hurts  a  lot  when  someone  you  love  is  at- 
tacked day  in  and  day  out. 

3)  It  is  true  that  the  older  you  get,  the 
faster  time  flies.  It's  going  by  lightning  fast. 

4)  Family  is  everything,  and  prayers 
matter  a  lot. 

5)  Satchel  Paige  was  right  when  he  said, 
"Don't  look  over  your  shoulder.  Something 
might  be  gaining  on  you."  So  I  look  for- 
ward. I  want  to  give  something  back.  I  want 
to  live  life  to  its  fullest.  Every  night  Barbara 
and  I  say  our  prayers  and  we  count  our 
many  blessings  and  we  give  thanks  to  God. 

At  80, 

there  are  a  lot  of  breathtaking  sunrises 
ahead,  and  many  brilliant  sunsets,  too. 

In  the  Navy  we  young  pilots  all 
prayed  for  CAVU:  Ceiling  and  Visibility 
Unlimited.  But,  you  see,  at  80,  that  is 
where  my  life  is  now.  Thanks  to  my 
family  and  my  friends,  my  life  is  CAVU.  • 


Go  AHEAD,  OPEN  UP  YOUR  NIGHT 
AND  LET  IT  BREATHE  A  BIT. 


Treat  yourself  to  an  evening  of  world-class  wine  and  prime  steaks  in  a  relaxed,  inviting 
atmosphere.  At  Fleming's,  we  offer  100  wines  by  the  glass  and  a  knowledgeable  staff  to  help 
you  choose.  It's  a  perfect  night  of  food,  wine,  and  friendship  every  time  you  join  us. 

WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES. 


flemingssteakhouse.com 


FLEMING'S  PRIME  STEAKHOUSE  &  WINE  BAR 

Austin    Baltimore    Birmingham    Boston    Edgewater    El  Segundo  Houston 
Las  Vegas    Nashville    Newport  Beach    Phoenix    Rancho  Mirage  Richmond 
Salt  Lake  City    San  Diego    Sarasota    Tampa    Tulsa    Tysons  Corner    Winter  Park 


Grape  Juice  by  Richard  Nalley 


Be  Wine  Cool 


A  few  directions  for  smooth  maneuvering 


mehow,  sometime  ver  the  past  25 
rs,  Americans  reached  the  tippling 
nt.  We  began  passing  by  the  package 
re's  ramparts  of  jug  "chablis"  and  asking 
wine  that  was  actually  made  to  be 
oyed  for  its  flavor  and  aroma.  "A 
ss  of  white  wine"  became  "A  glass  of 
ardonnay,"  or  Pinot  Grigio,  or  Sauvi- 
an  Blanc.  Then,  as  in  the  wine  cultures 
southern  Europe,  red  wine  overtook 
ite  altogether.  America  became — hoo 
ee! — a  Wine-Loving  Nation. 
But  just  because  we  have  tucked  one 
leration  of  wine  enjoyment  under  our 
s  doesn't  mean  that  we  always  feel  at 
me  with  the  stuff,  not  to  mention  the 
umulation  of  strange  customs.  (Why 
people  sniff  wine  corks?  Search  me.) 
tough  to  throw  down  your  suavest 
)ves  at  a  business  dinner  when  the 
iter  is  tapping  his  foot  and  you're  pop- 
lg  sweat  over  a  wine  list  apparently  writ- 
in  a  dialect  of  medieval  Swabian. 
It  is  not  just  your  imagination — wine 
ts  in  this  country  are  getting  more  eso- 
ic  by  the  day.  This  is  partly  because 
;ht  now  in  America  we  have  wider 
cess  to  more  great  wine  from  all  over 
e  world  than  anywhere  else,  ever  in  his- 


tory; partly  because  many  restaurants  are 
straining  to  project  a  distinctive  image; 
and  partly  because  sommeliers  spend  a  lot 
of  time  talking  to — and  one-upping — 
other  sommeliers. 

The  phrases  you  keep  hearing  from 
wine  directors  at  influential  new  places 
like  Otto  in  New  York  City,  A.O.C.  in 


Los  Angeles  and  Fortunato  in  Chicago 
are  things  like  "passionate  small  produc- 
ers," "overlooked  growing  regions"  and — 
try  to  take  this  in  good  spirits — "guest 
education."  A  glass  of  Zweigelt  or 
Bonarda  for  Monsieur?  Perhaps  a  Salice 
Salentino  or  Collioure?  Just  when  you 
were  figuring  out  what  you  liked,  it  seems 
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like  half  the  upscale  restaurants  in  the 
country  are  pushing  the  ABCs:  Anything 
But  Chardonnay/Cabernet;  the  feeling 
being  that  these  wine  types  are — sniff — 
overexposed.  (This  is  not  to  mention 
Merlot,  a  favorite  sommeliers'  whipping 
boy.  There  are  good  Merlots,  of  course, 
but  the  grape's  meteoric  success  in  the 
1990s  prompted  the  bottling  of  an  ocean 
of  simple,  undistinguished  red  and  the 
planting-over  of  vineyards  better  suited  to 
other  grapes.) 

The  good  news  in  all  this  is  that  you  are 
likely  to  taste  some  tongue-pleasing  new 
wines  if  the  restaurant  knows  its  stuff  and 


is  noncommittal,  or  you  have  a  rapport 
going,  tell  him  what  dishes  you've  chosen 
and  ask  him  what  he's  most  excited  about 
on  the  list. 

Unless  he's  a  contemptible,  up-selling 
hound,  he  won't  suggest  a  wine  out  of  your 
indicated  price  range,  and  you've  accom- 
plished two  things,  maybe  three:  You've 
shown  yourself  to  be  comfortable  in  the 
setting  (chances  are  your  table  partners 
understood  your  potential  anxiety  all  too 
well),  and  with  any  luck  you've  secured  the 
best  possible  bottle  of  wine  for  your  meal. 
And,  if  the  bottle  is  a  bust,  you've  bought 
yourself  an  insurance  policy. 


Harmless  to  your  health,  cork 
taint  makes  the  wine  in  your  glass 
smell  like  other  peoples  old 
shoes.  You  know  that  ain't  good. 


you  are  willing  to  branch  out.  On  the  other 
hand,  there  are  plenty  of  occasions  when 
you  may  not  be  feeling  wildly  experi- 
mental. What's  the  strategy  for  getting  the 
bottle  you  want? 

This  may  seem  obvious  to  some  people, 
but  clearly  is  not  to  others:  You  don't 
have  to  choose  the  wine  yourself  It's  kind 
of  like  stopping  and  asking  directions — 
one  resists  doing  it,  but  somehow  things 
always  work  out  better  when  you  do. 
Here's  a  rule  or  thumb:  The  more  compli- 
cated the  wine  list,  the  more  someone, 
maybe  everyone,  on  the  wait  stall  is  dying 
to  be  asked  questions.  You  can  solicit  the 
waiter's  or  sommeliers  help  and  look  cool, 
composed  and  competent  doing  it. 

Here's  what  you  need  to  know:  the 
right  person  to  ask.  That  is  obvious  if 
someone  stops  by  the  table  and  says,  "Any 
questions  on  our  wine  list?"  Otherwise,  ask 
it  there  is  a  sommelier  on  the  floor. 

Here's  what  they  need  to  know:  your 
price  and  preference.  Point  to  a  wine  in 
your  price  range  and  general  area  of  desire 
(red/Merlot/Chianti,  whatever)  and  ask, 
"How  is  the  Domaine  Obnoxia  drink- 
ing?" You  can  gauge  your  move  by  the 
response:  "It's  rich  and  fruity;"  "It's  very 
nice,  but  the  Chateau  Whooza  is  drinking 
a  little  better,"  and  so  on.  If  the  answer 


There  are  only  two  slam-dunk  reasons 
to  return  a  bottle  of  wine  once  it's  been 
poured,  and  one  of  them  is  that  a  member 
of  the  staff  recommended  it  and  it's  not 
what  you'd  been  led  to  expect.  The  other  is 
ll  the  bottle  is  actually  spoiled,  which  is  not 
as  uncommon  as  you  would  think — by 
some  estimates  about  1  bottle  in  20  is  "off." 
The  biggest  offender  is  a  volatile  substance 
known  as  2,4,6-trichloroanisole,  or  TCA 
to  its  friends.  Harmless  to  your  health,  this 
cork  taint  makes  the  wine  in  your  glass 
smell  like  other  people's  old  shoes.  You 
know  that  ain't  good. 

I've  found  that  the  surest  way  to  handle 
things  at  that  point  is  to  politely  ask  the 
waiter  or  sommelier  if  he'd  mind  tasting 
the  wine — you  are  enlisting  his  coopera- 
tion, certain  that  he  would  want  to  know 
about  this  problem.  Nearly  always,  that 
will  be  that.  But  if  you  don't  get  satisfac- 
tion, stick  to  your  guns.  Remember  that  in 
many  places  the  wholesaler  is  obliged  to 
take  back  the  bottle  and  compensate  the 
restaurant,  so  they  are  not  actually  losing  a 
dime.  And  even  if  they  have  to  eat  the 
price  of  the  bottle,  restaurateurs  are  sup- 
posed to  be  in  the  hospitality  business,  not 
the  face-down-the-customer  business. 

But  even  the  warmest  hospitality 
doesn't  mean  mistakes  won't  be  made. 


The  most  common  is  the  vintage  swi 
eroo,  in  which  the  bottle  brought  tol 
table  isn't  the  same  year  as  the  one  on 
wine  list,  and  the  waiter  accidentall) 
maybe  not)  fails  to  mention  this.  You 
not  know  anything  about  wine  vintage 
much  care,  but  you  should  point  out) 
switch  and  ask  some  questions.  It  can 
big  deal  that  looks  bigger  and  bi 
depending  on  the  price  of  the  wine 

Those  who  think,  for  example,  1 
California  doesn't  have  vintage  swj 
should  try  a  typical  Cabernet  from 
mediocre  1998  harvest  next  to  one  from 
stellar  class  of  1997.  A  switch  like  1 
would  be  bad  enough,  but  it's  not 
worst.  At  least  California  wines  (and  M  i 
World  wines  in  general)  don't  usually  h 
big  price  changes  from  vintage  to  vinta 
That  Napa  Valley  '98  may  taste  dull  cc 
pared  to  the  '97,  but  the  restaurant 
honestly  charge  you  similar  prices 
both.  European  wines — Bordeaux  ;  z 
Burgundy  in  particular — are  subject 
much  more  profound  vintage  differen 
and  big-time  price  changes  between  ye 
Get  an  unacknowledged  switched  vint 
on  a  Bordeaux  order,  and  you  mav  not  a 
drink  a  disappointing  wine  but  pay 
dollar  for  a  bottle  the  restaurant  bought 
much  less. 

A  corollary  to  this  is  the  switche 
that  occasionally  occurs  when  the 
offers  more  than  one  vintage  of  the  sa> 
wine.  You  get  the  bill,  and  realize  1 
late  what  the  waiter  should  have 
tioned — that  you've  consumed  a  bol 
from  a  more  expensive  vintage  than 
one  you  ordered. 

Some  nights,  you'd  just  rather  br  :: 
your  own.  In  some  communities  BYOI 
SOP.  In  other  places  it  is  actually  illegal 
even  if  it's  not,  the  restaurant  will  mi 
you  feel  like  a  criminal  for  suggesting  si 
a  thing.  It's  easy  to  understand  an  owra 
reluctance.  The  high  markup  on  beven 
sales,  after  all,  props  up  many  an  othenv 
low-margin  establishment. 

But  for  a  lot  of  restaurants  it  is  a  wi 
win  situation  when  customers  bring  th 
own  bottles.  If  only  the  management  c 
be  made  to  see  reason.... Start  with  t 
idea  that  the  restaurant  does  have  a  rig 
to  charge  a  "corkage  fee,"  say  $10  to  $ 
Yes,  yes:  The  restaurant  is  charging  you 
drink  your  own  wine,  you  churl.  But  t 
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aurant  is  also  paying  for  its  linen, 
rice  staff,  kitchen  and  all  the  other 
igs  you  came  there  to  enjoy.  Remem- 
',  too,  that  the  corkage  fee  is  rarely  if  ever 
ng  to  be  as  high  as  the  cheapest  bottle 
the  list,  so  pay  up,  smile  and  realize  that 
i've  already  come  out  ahead — and  you're 
drinking  the  cheapest  bottle  on  the  list, 
hat  is  harder  for  some  restaurateurs  to 
derstand  is  what's  in  it  for  them. 
If  a  favorite  haunt  of  yours  is  resistant 
the  notion  of  BYOB,  try  interesting 
tm  in  a  little  back-of-the-napkin  math, 
le  typical  restaurant  markup  for  a  bottle 
wine  is  two  to  two-and-a-half  times  the 
liolesale  cost  of  the  bottle  (sometimes  a 
de  more  at  the  low  end,  less  at  the  high 
d).  So,  if  you've  paid  a  corkage  fee  of  $20, 
u've  effectively  made  the  restaurant  its 
ofit  margin  on  any  wine  it  prices  at  $35 
$40.  Even  better,  you  haven't  actually 
;t  them  a  bottle — they  pocket  their  cut 
thout  surrendering  any  inventory. 
One  more  thing:  If  you  want  to  make 
:rybody  happy  (and  ever  plan  to  come 
ck  to  the  place),  it's  good  form  to  tip 
mething  extra  since — through  no  fault  of 
e  waiter's — the  price  of  a  restaurant  bot- 
wasn't  included  in  your  check. 
On  the  nights  when  you  are  feeling 
igal,  you  have  two  ways  to  go.  You  can 
y  a  cheap  bottle,  or  order  wine  by  the 
ass,  which  is  a  fine  idea  if  you  really,  truly 
lly  want  one  glass  or  maybe  two.  You'll 
y  handsomely,  of  course.  Some  restau- 
nts  charge  approximately  their  wholesale 
ttle  cost  per  glass.  With  that  markup,  an 
glass  of  wine  comes  from  a  bottle  that 
st  the  restaurant  $8,  and  one  that  might 
11  on  their  list  for  about  $24  a  bottle, 
tepending  on  the  restaurant's  pour  sizes, 
u  would  get  the  equivalent  of  four  to 
glasses  worth  by  buying  the  bottle. 
One  other  tip  if  you  do  buy  the  bottle, 
''ell,  really,  a  hunch:  Don't  buy  the 
leapest  bottle  on  the  list,  buy  the  second 
leapest.  I've  never  verified  this,  but  I've 
ways  thought  that  the  rock-bottom  wine 
a  lot  of  lists  is  a  sop  to  lowballers  like 
,  chosen  strictly  for  price.  Just  up  from 
e  bottom,  the  next  echelon  of  inexpen- 
ve  wines  may  have  been  chosen  because 
meone  actually  liked  them  and  imagined 
at  the  newly  sophisticated  wine  drinkers 
e  restaurant  hopes  to  attract  just  might 
ijoy  them  too.  • 


UST  A  HOTE1 
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With  the  City's  most  enviable  Central  Park  location.  Trump  International  Hotel  &  Tower  is 
located  at  the  intersection  of  commerce,  culture  and  entertainment.  All  guests  experience 
Trump's  signature  five-star  service,  including  the  utmost  in  discretion,  privacy,  exclusivity 
and  style.  It's  where  the  art  of  the  deal  meets  the  art  of  living  well.  It's  the  Trump  of  hotels. 
And  everything  the  name  implies.  For  reservations,  contact  your  travel  professional  or 
call  888-44-TRUMP. 


One  of 

cThf]eadmgHotels  ofthtfWorld ' 


TRUMP 

INTERNATIONAL 


Telephone  212.299.IOOO 
trumpintl.com/forbes 


The  voice  of  freedom  never 
faltered,  even  though  it  stuttered. 


Winston  Churchill  was  perhaps  the 
most  stirring,  eloquent  speaker  of  his 
century.  He  also  stuttered. 

If  you  stutter,  you  should  know  about 
Churchill.  Because  his  life  is  proof 
that,  with  the  will  to  achieve,  a  speech 
impediment  is  no  impediment. 

Write  or  call  us  toll-free. 


Stuttering 
Foundation0 

A  Nonprofit  Orgmiyitkm 
Since  1947— Helping  TW  Who  Stutter 

1-800-992-9392 
www.stutteringhelp.org 

3100  Walnut  Grove  Road,  Suite  603 
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Golf  Bag  by  Thomas  Jackson 


Spin  Cup 


isc  golf  is  popping  up  from  Boise  to  Baghdad. 

Look  for  it  soon  on  a  fairway  near  you 


mmy  is  the  Phil  Mickelson  of  disc 
"  observes  the  spectator  standing  next 
e.  "Two  good  rounds,  one  bad  one." 
s  referring  to  Timmy  Gill,  a  strap- 
g  28-year-old  ail-American  kid  from 
nnesota  who  has  never  won  a 
or  tournament  in  his  eight 
rs  as  a  touring  professional 
golfer.  He  has  come  close, 
ugh,  like  the  time  at  the  Min- 
ota  Majestic  when  he  blew 
place  in  the  final  round,  or 
en  he  lost  the  play-off  for  the 
nine  at  the  Brent  Hambrick 
olumbus,  Ohio.  Here  at  the 
craft  Memorial  in  Scottsdale, 
zona,  the  first  big  event  of  the 
4  season,  he  has  held  first 
ce  for  two  days.  But  now,  late 
the  third,  his  advantage  has 
rowed  to  just  three  strokes 
ad  of  last  year's  world  cham- 
n,  Barry  Schultz. 
Uneasiness  grips  the  gallery  of 
^re  than  100  spectators  as 
|mmy  steps  up  to  the  18th  and 
al  tee.  The  basket  is  370  feet 
ay,  beyond  a  murky  pond  that 
croaches  upon  most  of  the 
rway.  The  crowd  anticipates  that  he'll 
ly  it  to  the  right,  curving  his  disc  safely 
bund  the  water's  edge.  If  he  makes  par, 
p  tournament  will  be  his.  But  Timmy 
es  otherwise.  He  takes  a  few  steps 
,ck,  runs  to  the  line  and  launches  his 
gh-tech  pie  pan  straight  across  the 
Iter  toward  the  pin.  Spectators  stare  in 
linned  silence  as  the  disc  flies  too  high, 


stalls  and  tails  to  the  left,  just  clearing 
the  pond  but  skittering  onto  its  gunite 
embankment.  "That's  O.B.,"  mutters  one 
viewer,  using  disc  golfer's  parlance  for  out 
of  bounds.  Schultz  responds  with  a  rocket 


Instead,  golf  s  unruly  younger  sibling  is 
going  legit,  joining  the  mainstream  as  a 
grown-up  version  of  its  former  self.  It  has 
its  own  governing  body — the  Professional 
Disc  Golf  Association — and  there  are  close 


that  lands  softly  just  feet  from  the  basket. 
He  birdies,  tying  the  score  and  forcing  a 
play-off.  The  daylight  is  fading  fast,  and 
so,  it  seems,  is  Timmy  Gill. 

ALTHOUGH  DISC  GOLF  HAS  EXISTED 
since  at  least  the  1970s,  it's  no  longer 
the  exclusive  pastime  of  the  West  Coast 
hipsters  and  college  kids  who  pioneered  it. 


to  1,300  courses  throughout  the  United 
States.  There  are  seven  companies  making 
discs,  and  their  battles  of  technological 
one-upmanship  rival  those  between 
Callaway  Golf,  Titleist  and  Ping.  The 
players  here  in  Scottsdale  reflect  the 
game's  diverse  new  face:  Among  them  are 
doctors,  truck  drivers,  lawyers,  teachers 
and  entrepreneurs.  A  disc  golf  tourna- 
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ment,  as  one  enthusiast  puts  it,  "is  like  a 
Harley-Davidson  convention." 

Disc  golf  follows  the  same  basic  rules  as 
the  Roval  and  Ancient  game:  Simply  pro- 
pel the  object  to  the  target  in  the  fewest 


Disc  golfers  tote  10  to  14  specialized  pie  pans  in  a  carry-on  bag. 

possible  strokes.  Only  the  tools  are  dif- 
ferent. The  target — or  Pole  Hole,  as  it's 
called — is  not  a  hole  in  the  ground  but  a 
quirky  contraption  that  looks  like  a  cross 
between  an  antique  TV  antenna  and  a 
broken  umbrella.  It  consists  of  a  five-foot- 


long  galvanized-steel  pole  with  a  sombrero- 
sized  basket  bolted  to  its  halfway  point 
and  12  to  24  chains  hanging  from  a  crown 
mounted  at  the  top.  A  well-aimed  disc 
will  strike  the  chains  and  fall  safely  into 
the  basket.  The  creator  of 
this  oddity  is  none  other 
than  Ed  Headrick,  who 
also  gave  us  the  Super  Ball. 

Today's  discs  bear  little 
resemblance  to  the  typical 
"throw  and  catch"  Frisbee. 
They're  roughly  25  percent 
smaller  and  come  in  almost 
as  many  (or  more)  varieties 
as  golf  clubs  do.  Some  are 
designed  to  fly  to  the  right, 
others  to  the  left  and  still 
more  to  roll  on  the  ground. 
The  "drivers"  are  fashioned 
from  hard  plastic  and  fea- 
ture sharp  beveled  edges 
designed  to  make  them  slice  through  the 
air.  Taking  a  hit  from  one,  it  is  reported, 
hurts  about  as  much  as  being  whacked  by 
a  golf  ball.  Midrange  discs,  roughly  equiv- 
alent to  fairway  irons,  are  made  of  softer 
plastic  and  have  more  rounded  edges,  fol- 


disc 
Elsewhere 


tos 
(Jcement  t< 
otttattinr 


lowed  by  "putters,"  which  have  thic  a 
profiles  designed  to  make  them  fl 
slowly  and  straighter  toward  the  bask 
The  disc  golfer  carries  a  kit  of  10  to  14  N 
these  state-of-the-art  saucers — roug 
the  number  of  clubs  in  a  duffer's  bag. 

While  a  golf  ball  can  fly  straight,  hoi  ok' 
or  slice,  a  disc  can  execute  two,  three  or  ft  ,  L 
commands  on  one  throw.  "It's  very  art  fee 
tic,"  says  the  PDGA's  Andi  Lehmat 
At  the  tournament,  for  example,  Ba 
Schultz  hurled  a  disc  that  carved  a  hug< 
through  the  sky  before  landing  square  OAiJ' 
its  rim  and  rolling  within  putting  distar  m 
of  the  basket.  Did  he  mean  to  do  that?T 
typical  player's  arsenal  of  throws  includ  ates  ' 
sidearm  and  backhand  drives,  rollers  a 
the  pancake,  a  vertical  tomahawk  throw 
which  the  disc  turns  90  degrees,  hits  t:  en 
ground  on  its  back  and  slides. 

The  PDGA  has  been  around  sin 
1976,  but  its  headquarters  is  about 
move  to  the  epicenter  of  American  go)  tsr.<  >■ 
Augusta,  Georgia.  The  county  parks  cor  tec 
mission  has  ceded  the  organization  1 
acres  in  a  park  just  north  of  town  to  bui  apenetrab 
the  Shangri-la  of  disc  duffing.  By  200 
it  will  include  a  5,000-square-foot  clul  m 
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use  and  five  courses,  each  designed  by 
ifferent  disc-golf  architect. 
Elsewhere  in  America,  courses  are 
)liferating  like  milkweed.  Most  are  set 
in  underutilized  public  parks  that  are 
'  swampy,  heavily  wooded  or  flood- 
one  for  anything  else  but  bird-watch- 
;.  City  and  county  governments  are 
eeable  to  spending  $10,000  on  baskets 
c'!!  >  (d  cement  tee  pads  if  it  means  increased 
ot  traffic  in  their  parks.  Other  courses 
springing  up  in  less  likely  places:  a 
fi'  OA  campground  in  Willits,  California, 
™t  nental-health  clinic  in  Cherokee,  Iowa, 
attle  ranch  in  the  Texas  Hill  Country, 
d  resorts  in  particular  have  caught  on  to 
e  game  and  are  using  disc  golf  as  a  way 
attract  warm-weather  visitors.  Perhaps 
e  most  unlikely  location  for  a  new  disc 
If  course,  though,  is  outside  Baghdad, 
ational  Guardsman  Brian  O.  Anderson 
ently  rigged  a  layout  near  the  airport, 
's  no  small  achievement  to  score  par  on 
course,"  he  wrote  recently  in  Disc  Golf 
'orld News,  "as  the  date  trees  are  not  only 
penetrable,  they're  planted  in  tight 
s,  making  approaches  from  adjacent 
s  nearly  impossible." 
A  surprising  number  of  saucer  tossers 
re  in  Scottsdale  play  ball  golf  as  well, 
isc  golf,  they  say,  is  not  necessarily  an 
ernative  to  its  older  sibling,  it's  a  com- 
ementary  activity.  Frequent  travelers 
preciate  the  portability  of  the  game's 
ar.  Unlike  a  bag  of  clubs,  a  full  array  of 
scs  weighs  well  under  ten  pounds.  For 
me  players,  choosing  between  the  two 
stimes  boils  down  to  the  weather.  "Golf 
only  play  when  it's  in  the  70s,"  says 
amateur  named  Mark.  "Disc  golf  I'll 
ay  in  the  40s  because  I  can  bulk  up  a  bit." 
is,  after  all,  easier  to  throw  a  Frisbee 
hile  wearing  a  parka  than  it  is  to  swing  a 
iver.  For  others,  the  choice  comes  down 
time.  A  round  of  golf  can  take  up  to 
ur  hours,  while  18  holes  with  Frisbees 
on't  take  more  than  one  or  two. 
At  least  half  of  the  players  at  the 
iscraft  Memorial  are  amateurs  like 
ark.  They  have  come  from  around  the 
untry  to  compete  in  three  classes  for 
sual  hackers.  To  qualify  for  this  event, 
ne  has  but  to  join  the  PDGA  and  pay  an 
try  fee  ranging  from  $10  to  $30.  As  for 
e  pros,  they  too  play  for  the  love  of  the 
ort,  because  they  certainly  aren't  here 
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for  the  money.  "I  played  full-time  for  a 
while,"  says  one  pro  named  Chris  "Crit- 
ter" Meyer,  "but  you  basically  have  to  win 
every  tournament  to  make  a  living." 
That's  pretty  much  what  Barry  Schultz 
did  last  year,  and  he  pulled  in  a  little  over 
$40,000 — probably  about  what  Tiger 
Woods  pays  for  tees  each  year. 

THE  PLAY-OFF  STARTS  BACK  ON  THE 
18th  tee,  and  this  time  around,  Timmy 
keeps  the  nose  of  his  disc  down  and  sends 
it  straight  and  true.  He  misses  the  ace  by 
inches.  Barry's  shot  is  almost  as  pretty,  and 
both  players  birdie.  Still  tied.  The  next  run 
has  a  wide,  freeway-style  fairway;  the  bas- 
ket is  500  feet  away.  Timmy  sends  a  roller 
sizzling  through  the  charred  Arizona  grass 
that  hits  a  light  pole  with  150  feet  still  to 
go.  The  crowd  sighs,  but  Barry  hands  him 
a  reprieve  by  landing  his  disc  behind  a 
bushy  tree.  Both  players  par. 

Deep  twilight  has  set  in  when  Timmy 
steps  up  to  the  next  tee.  The  fairway  is 
flanked  by  two  out-of-bounds  sidewalks 
to  a  small  hill,  atop  which  the  basket  is 
planted,  575  feet  away.  He  launches  his  disc 


way  to  the  right,  and  it  gently  curves  back 
and  lands  in  bounds,  230  feet  from  the  bas- 
ket. Perfect.  Barry  makes  the  same  shot, 
but  for  some  reason,  his  disc  doesn't  break. 
It's  O.B.  He  tosses  again  and  lands  his  disc 
60  feet  from  the  basket,  at  the  bottom  of 
the  little  hill.  Timmy  sends  his  to  within  15 
feet,  and  once  again,  bystanders  begin 
congratulating  him.  But  Barry's  not  fin- 
ished. With  a  grunt,  he  miraculously  bas- 
kets his  uphill,  60-foot  putt. 

Dread  grips  the  crowd  once  more  as 
Timmy  sets  up  for  his  shot.  If  he  makes 
this,  he  will  shed  his  distinction  as  one  of 
the  biggest  chokes  in  disc  golf.  He  sets,  he 
throws  and  the  disc  wobbles  through  the 
air,  barely  visible  in  the  gloaming.  But 
spectators  can  tell  he's  holed  from  the 
sound.  The  hanging  chains  rattle,  then, 
a  moment  later,  we  hear  the  felicitous 
clunk  of  plastic  hitting  the  basket.  The 
crowd  explodes  in  this  cinematic  moment. 
Timmy  has  done  it. 

"Are  you  going  to  Disneyland?"  he  is 
asked  after  he's  collected  his  $2,500  prize. 
"No,"  he  says  with  a  grin.  "I'm  going  back 
to  Minnesota  to  shovel  snow."  • 
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loven  hoofprints  were  about  the  last 
thing  I  expected  to  see  in  Tuscany.  But 
there  they  were,  dozens  of  them,  neatly 
stamped  in  the  soft  mud  surrounding  a 
puddle  on  a  dirt  road  here  in  deepest 
Chianti. 

"Devils?"  I  wondered. 
"Worse,"  replied  Tracee,  a  guide  for 
Backroads,  the  adventure  travel  com- 
pany. "Wild  boars.  If  you  surprise  them,  they  might  charge  you." 

In  my  extensive  time  in  Tuscany,  now  rapidly  approaching 
24  hours,  I  had  already  been  sucker-punched  by  its  vineyards, 
cypress-lined  roads,  tufts  of  bright-yellow  broom  and  restored 
stone  villas  that  had  me  daydreaming  of  early  retirement.  As  far 
as  I  could  ascertain,  the  only  thing  remotely  dangerous  about  the 
place  was  choosing  a  mediocre  vintage  of  Chianti  Classico. 

And  about  the  only  thing  I  knew  about  wild  boars,  or  cinghiale, 
is  that  they  can  be  transformed  into  delicious  sausages.  But  it 
turns  out  that  in  their  presausage  state,  boars  can  be  as  aggres- 
sive as  a  hungover  truck  driver  on  the  Autostrada.  With  their 
tusks,  these  200-pound  beasts  look  like  a  Tasmanian  devil  crossed 
with  an  exceptionally  unattractive  pig.  Get  caught  between  a  fe- 
male and  her  brood,  and  it's  anyone's  guess  as  to  who  becomes 
sausage  first.  Who  knew  that  terror  lurked  in  the  rolling  hills  of 
Chianti?  I  was  here  for  a  good  walk  with  Backroads,  and  I  had  a 
week  to  spare.  So,  apparently,  do  other  Americans,  because 
Backroads  runs  about  a  dozen  of  these  six-day  walks  through 
Chianti  country  each  year.  In  a  land  that's  a  byword  for  lan- 
guorous days,  it  is  Tuscany  for  the  time-pressed. 

Our  motley  group  was  picked  up  on  a  June  afternoon  at  Santa 
Maria  Novella,  Florence's  exquisitely  seedy  train  station.  Here, 
tired  Fascist  architecture  greets  rich  Americans  attired  in 
spandex  dutifully  avoiding  pickpockets.  There  were  15  of  us, 
ranging  in  age  from  38  to  75.  Among  us  were  academics  recently 
sprung  from  the  classroom,  a  pair  of  bankers,  a  guy  who  owned 
a  handful  of  KFCs  and  a  number  of  people  in  their  50s  who  no 
longer  did  much  of  anything  but  enjoy  themselves  regularly  on 
trips  like  these,  their  profitable  livelihoods  a  distant  memory 
to  be  glossed  over  during  cocktails.  We  were  a  well-heeled,  well- 
tanned  and  well-traveled  bunch  who  had  vigorously  shopped  for 
Gore-Tex  and  would  drop  close  to  three  grand  for  six  densely 
packed  days  in  Chianti. 

Our  guides,  the  aforementioned  Tracee  and  the 
equally  bright-eyed  Erin,  were  lively  and  alert  ^ 
twentysomethings  with  the  vigor,  curiosity  and 
unfailing  politeness  you  need  for  this  kind  of  job. 
None  of  us  would  have  been  up  to  their  work. 


muscles  and  breaking  the  ice  with  a  bunch  of  strangers  in  n< 
boots.  We  were  plunged  into  the  brand-name  Tuscan  countr 
side  of  vineyards,  rolling  hills  and  stone  farmhouses.  The  wa 
took  us  past  fields  of  wildflowers  like  the  purple  Mediterrane 
pea,  the  pink  convolvulus  and  fodder  vetch  that  made  it  appear 
if  confetti  had  been  strewn  in  the  tall  grass.  The  weather  this  eai 
June  week  was  ideal,  warm  70s  by  day,  balmy  50s  by  night. 

The  party  line  is  that  the  Chianti  countryside  looks  like  t 
backdrop  of  a  Renaissance  painting.  That  was  true  enough,  oft< 
enough.  But  obviously,  there  are  modern  aspects  to  this  countr 
side  that  we  weren't  destined  to  see,  like  noisy  bottling  plants  th 
send  those  fermented  grapes  all  over  the  world  and  humdru 
towns  that  are  not  living  postcards  awaiting  tourist  visits.  O 
seamless  walk  had  been  as  carefully  planned  as  a  military  can 
paign  by  the  brains  at  Backroads. 

As  we  walked  up  a  stony  path,  we  could  spy  the  spires 
Pietrafitta  peeking  over  the  trees.  It  looked  and  felt  remarkabl 
rural,  with  the  sound  of  Pietrafitta's  church  bells  wafting  on  tn 
wind,  waist-high  grass  on  either  side  of  the  ridge.  It  was  perfe 
pastoral  bliss  all  the  way  to  the  hotel  Vescine,  our  home  for  tn 
next  two  nights. 

This  hotel  near  Radda  in  Chianti  is  a  stage  set  of  stone  builq 
ings  linked  by  brick  walkways  overlooking  the  round,  woodef 
hills.  During  our  stay,  the  staff  seemed  to  materialize  out  of  thosi 
hills.  Polite  and  helpful,  I  never  once  heard  or  saw  them  cominj 
or  going.  The  buildings,  of  ivy-covered  stone  with  tiled  roofl 
were  surrounded  by  roses  and  olive  trees  in  what  amounted  tf 
our  own  little  Tuscan  village.  Dinner  at  the  hotel's  restaura 

Clockwise  from  top:  a  look  back  at  the  medieval  town  of  San 
Gimignano;  Tuscany,  a  vegetarian's  nightmare;  after  the 
day's  walk,  there's  rest  for  the  weary  at  Albergo  I'Ultimo  Mulino 
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Colle  diVal  d'Elsa* 
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OUR  TASTE  OF  CHIANTI,  A  COMPACT  PIECE  OF  REAL 
estate  between  Florence  and  Siena,  would  involve  rural  walks  and 
explorations  of  towns  like  Castellina  in  Chianti,  Radda  in  Chianti 
and  Gaiole  in  Chianti.  Our  final  walk  would  bring  us  to  the 
promised  splendor  of  San  Gimignano. 

After  driving  for  90  minutes  southeast  from  Florence,  we  were 
deposited  in  Castellina  in  Chianti  for  a  warm-up  hike  of  less  than 
four  miles.  This  was  calculated  not  for  sweat  but  for  stretching 


Castellina 


\ 


Radda 
•  Gaiole 


Poggio  San  Polo 


Siena 


was  less  than  stellar,  but  we  more  than  made  ujj 
for  it  with  most  everything  else  we  ate. 
The  second  day  set  the  pace.  The  guides  handed  ou 
printed  directions,  of  the  turn-left-at-the-fountain-after- 
one-mile  variety.  In  six  days  of  walking,  no  one  ended  up  in  Sicily 
The  guides  gave  a  "route  rap,"  describing  the  difficulty  of  the 
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ay's  walk,  the  sights  we'd  see  and  places  they  encouraged  us  to 
pger.  They  laid  out  snacks  that  we  could  stash  in  our  day  packs, 
lOm  bananas  to  PowerBars.  And  there  was  a  foot  clinic  lor  the  newly 
founded,  where  moleskin  and  bandages  were  artfully  applied  to 
pet  unaccustomed  to  anything  more  strenuous  than  a  brake  pedal. 
Today  would  be  a  day  of  "ups  and  downs,"  said  Tracee.  Rolling 


hills,  in  other  words.  And  not  too  different  from  any  other  day 
in  that  regard.  Today's  walk  was  close  to  ten  miles,  though  there 
was  a  shorter  option  less  than  two  thirds  that  length.  With  the 
exception  of  one  14-mile  day,  succeeding  days'  walks  were  six  or 
seven  miles. 

Then  we  walked.  Now  a  walking  trip  is  a  lot  like  a  floating 


cocktail  party.  You  begin  a  conversation  and  then  someone  else 
joins  you  and  then  someone  else  has  a  stone  in  their  shoe,  so 
you  don't  hear  the  end  of  the  anecdote  about  their  philandering 
ex-husband  until  after  lunch. 

Or  you  can  walk  alone.  I  often  did,  because  I  like  to  walk  alone. 
The  better  to  hear  the  cuckoo.  I  had  only  heard  the  mechanical 
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version,  which  is  close.  But  the  real  one  pavs  no  heed  to  what  o' 
clock  it  may  be. 

CHIANTI  IS  BEST  SEEN  FROM  A  TWO-FOOTED 
approach.  It's  not  just  the  pace  but  the  fact  that  those  famed  Tuscari 
hills  are  laced  with  a  network  of  gravel  roads  that  meander  through 


i  forests  and  wheat  fields,  past  impeccably  restored  villas  and 
jibledown  ruins  awaiting  the  touch  of  Frances  Mayes.  And  this 
jig  Italy,  they  weren't  put  through  by  some  Florentine  developer 
[i  a  renegade  bulldozer  a  few  weeks  ago.  Many  date  back  to  Roman 
[es.  As  to  why  they're  not  paved,  well,  why  should  they  be? 
lYbu  wouldn't  see  any  of  this  in  a  car  or  on  a  bicycle.  As  far  as 

concerned,  forget  any  trip  to  Tuscany  that  employs  two 
;els.  A  bike  requires  you  to  keep  one  nervous  eye  on  the  pho- 
lenic  landscape,  the  other  on  semiarticulated  lorries,  loose 
se\  shoulders  and  teens  on  whining  Vespas  who  seem  inclined 
pudge  you  off  the  road.  And  the  walking  was  aided  by  the  use 
ightweight  telescopic  walking  sticks  that  Backroads  provides, 
pful  going  uphill,  they  saved  our  knees  on  the  descent,  even  if 
Edid  resemble  a  small  army  of  Pinocchios. 

Tie  discovery  of  the  cloven  hooves  spooked  us,  and  we  started 

ing  loudly,  as  you  would  in  Wyoming  bear  country,  to  let 
|m  know  you're  approaching.  But  the  day's  picnic  made  us  for- 

wild  animals.  We  feasted  on  young  and  middle-aged 
lor'mo;  fagio/i,  the  Tuscan  white  beans,  served  with  oil-packed 
la;  deeply  flavorful  sun-dried  tomatoes;  fragrant  artichoke 
Irts;  that  boar  sausage;  a  salad  of  impeccably  fresh  tomatoes, 
Igula  and  basil;  and  an  array  of  Tuscan  flat  breads. 

Tie  setting  was  the  arbor  of  a  homey  villa  called  Le  Patrene, 
Ined  by  Pietro  Basile  and  his  American  wife,  Cindy.  I  had  ex- 
ited to  find  hundreds  of  Americans  and  Brits  in  identically  re- 
Ired  villas  in  Chianti,  furiously  composing  their  memoirs  of 
toring  these  same  villas.  Not  here,  fortunately.  Their  villa  had 
lually  displayed  15th-  and  16th-century  paintings  and  sculptures, 

ic/fw/se  from  top:  what  passes  for  heavy  industry  in  Tuscany; 
henance  on  the  trail;  what,  another  villa?;  a  group  toast  at  the 
iere  Le  Rose  cooking  school  in  Poggio  San  Polo. 


lile  a  soccer  match  buzzed  on  a  TV  with  lousy  reception.  Now 
is  was  real  life  under  the  Tuscan  sun.  And  the  Chianti  from  their 
leyard  was  nothing  short  of  delicious, 
f  In  the  late  afternoon,  we  came  to  a  hilltop  borgo,  or  hamlet, 
lied  Poggio  San  Polo.  Here  was  Podere  Le  Rose,  a  cooking 
hool  inside  a  rambling  family  home.  For  the  next  six  hours, 


Paola  Bevilacqua  de'  Mari  taught  us  to  make  pasta  and  turn  it  into 
tagliatelle  with  porcini  and  ravioli  with  sage.  Under  her  tutelage, 
we  roasted  and  stuffed  peppers  with  arborio  rice  and  resuscitated 
that  culinary  cliche,  beloved  by  devotees  of  Olive  Garden,  the 
humble  tiramisu.  But  this  "school"  had  none  of  your  Sub-Zero 
airs.  This  was  Nonna's  kitchen,  with  a  stove  that  might  have 
come  from  Sears  and  plastic  tablecloths.  Fueled  by  liberal  doses 
of  Vernaccia  di  San  Gimignano,  Chianti's  white  wine,  and  of 
Chianti  Classico,  this  cooking  school  was  about  as  disciplined  as 
kindergarten. 

Tasting  Chianti  was  one  of  the  joys  of  this  trip.  It  is  fondly 
remembered  as  the  wine  that  you  emptied  as  fast  as  you  could 
from  its  straw-covered  bottle:  You  needed  that  bottle  to  hold  a 
dripping  candle  for  purposes  of  seduction  in  your  dorm  room.  But 
it's  a  wine  that's  long  since  been  rescued  from  mediocrity  and 
there  have  been  a  run  of  stellar  years  of  late,  including  1997  and 
1999.  And  good  Chianti  is  ridiculously  cheap. 

We  moved  on  and  spent  two  nights  near  Gaiole  in  Chianti,  at 
Albergo  l'Ultimo  Mulino,  where  I  had  a  large  room  that  over- 
looked the  outdoor  pool.  That  pool  was  ice-cold  and  numbingly 
refreshing  after  our  14-mile  day  of  walking.  Dinner  was  stunning, 
with  ravioli  of  spinach  and  ricotta  followed  by  roasted  pork  in  Vin 
Santo.  It  was  made  even  more  spectacular  by  a  1997  Rocca  di 
Montegrossi  Geremia. 

n  our  final  full  day,  we  were  driven  to  the  town 
of  Colle  di  Val  d'Elsa  and  commenced  a 
seven-mile  walk  to  San  Gimignano.  Early  on, 
we  came  to  the  crest  of  a  hill  and  had  the  killer 
view  of  the  trip.  A  few  miles  away  were  the 
14  stone  towers  of  San  Gimignano  on  the 
horizon,  the  foreground  a  crazy  quilt  of  wheat 
fields  and  cypress  and  poppies.  If  there  had  been  archangels  on 
the  wing,  it  would  have  been  only  slightly  improved. 

Our  view  changed  by  the  time  we  got  to  San  Gimignano  and 
found  the  narrow  streets  thronged  with  bossy  groups  of  German 
tourists  doing  their  best  to  eat  every  last  spoonful  of  gelato  in  town. 
But  around  5  p.m.  there  was  a  great  sucking  sound  as  the  Teutonic 
hordes  went  through  the  city  gates  and  back  to  their  tour  buses. 
By  6  p.m.  we  had  retaken  the  streets  and  the  locals  seemed  to 
breathe  a  collective  sigh  of  relief.  Early  the  next  morning,  we 
toured  this  town  that  had  once  boasted  72  towers,  practically  a 
medieval  Manhattan.  And  there  is  much  to  see  here,  including  the 
allegorical  frescoes  in  the  Museo  Civico  that  look  like  a  pastiche 
of  the  talents  of  Hieronymus  Bosch  and  Larry  Flynt. 

It  was  shortly  after  the  daily  German  invasion  had  begun  that 
I  finally  saw  a  wild  boar.  He  was  not  on  a  rampage,  chasing  pan- 
icked Bavarians  as  they  dropped  their  dripping  gelato  and  ran  for 
their  buses.  The  poor,  dusty  thing  had  been  stuffed  years  ago  and 
was  now  wheeled  out  every  morning  by  a  butcher  whose  shop  was 
festooned  with  cinghiale  sausage.  Like  my  six-day  stroll  through 
Chianti,  he  was  Tuscany  tamed.  • 

Backroads'  "Walking  Tuscany"  trip  is  $3,098  per  person  and  includes 
all  meals  except  two  lunches.  Departures  usually  run  from  April  or 
May  through  October.  (800)  GO-ACTIVE,  www.backroads.com. 


FORBES  FY  I  49 


EMBRANCE 

THINGS 
PORSCHE 


omemen  dream  of  conquering  Mount  Everest;  others  of  discovering  planets  or  continents.  Stephan  Wilkinsons 
dream  was  of  molybdenum  disulfide  assembly  lubricant.  Three  years  ago  Wilkinson  bought  a  dilapidated 
red  Porsche,  stripped  it  down  to  its  lowliest  washer,  and  began  rebuilding  it  in  his  barn  in  upstate  New  York. 
In  a  book  published  this  month,  The  Gold-Plated  Porsche,  he  takes  us  through  the  restoration  process, 
and  while  he  works,  the  car  becomes  his  madeleine  as  he  looks  back  at  his  formative  years  as  a  magazine  editor, 
ambulance  driver,  marijuana  smuggler,  merchant  seaman  and  aircraft  test  pilot.  \ 


BY  STEPHAN  WILKINSON 


y  butt  was  in  the  seat  and  my  key 
was  in  the  ignition — the  classic 
left-of-the-wheel  ignition  tum- 
bler of  a  Porsche.  My  Porsche. 
My  totally  restored,  outrageously 
upgraded,  I-did-it-all-myself, 
who-cares-what-it-cost  1983 
911SC  Coupe.  My  inexplicable 
demonstration  of  the  fact  that  it's 
entirely  possible  to  spend  two  years  and  $59,805.55  remanufac- 
turing  an  archaic,  iconic  but  not  particularly  rare  high-perfor- 
mance car  to  create  something  worth  far  less  than  the  sum  of 
its  parts.  Investment-minded  classic-car  collectors  call  it  "get- 
ting upside-down." 

And  now  it  was  time  to  test  the  very  tender  portion  of  it  upon 
which,  alone,  I'd  spent  about  $15,000  for  special  German  Mahle 
pistons,  cylinder  barrels  and  rings;  valves  and  trick  Aase  Racing 
valve  springs  with  titanium  retainers;  rods,  bearings  and  worth- 
their-weight  ARP  studs  and  fasteners;  brand-new  timing  chains, 
sprockets  and  cam  tensioners;  ported,  polished  and  laboriously 
bench-flowed  twin-plug  cylinder  heads;  two  expensive  PMO 
triple-barrel  carburetors;  and  freshly  reprofiled  camshafts. 
It  was  time  to  test  the  engine. 

I  had  totally  disassembled  it,  cleaned  and  polished  every  part 
that  wasn't  replaced  with  a  new  one  and  then  rebuilt  the 
thing — very  carefully,  very  slowly,  very  nervously.  You  see,  I 
had  never  before  been  inside  a  Porsche  engine,  and  there  were 
many  knowledgeable  gearheads  who'd  said  rebuilding  a  911 
engine  in  an  amateur's  workshop,  with  an  amateur's  hands  and 
tools,  was  akin  to  doing  neurosurgery  on  the  kitchen  table. 

Would  it  start?  Would  it  detonate?  Melt?  Seize?  Run  back- 
ward? (A  possibility,  believe  it  or  not.)  Had  I  bolted  everything 
together  just  right?  Tightened  and  torqued  perfectly,  sealed  and 
gasketed  correctly,  timed  the  valves  so  they  wouldn't  clap  hands 
with  the  pistons?  My  lack  of  confidence  was  evident:  With 
the  car  sitting  in  a  150-year-old  tinderbox  of  a  wooden  barn,  I 
had  carefully  positioned  behind  the  car  a  five-gallon  Spackle 
bucket  filled  with  water,  ready  to  put  out  the  blaze.  (My  lack 
of  common  sense  was  also  evident:  Water  would  only  spread  a 
gasoline  fire,  not  extinguish  it.) 

AT  FIRST,  MY  SEARCH  FOR  AN  SC  WENT  NATIONAL, 
with  me  answering  classified  ads  from  all  over  the  country  and 
e-mailing  back  and  forth  with  brand-new  Porsche  Internet 
acquaintances. 

Shopping  for  a  Porsche  that  might  be  500  or  a  thousand  miles 
away  is  actually  a  perfectly  reasonable  way  to  search  for  a  project 
car,  particularly  in  this  era  of  e-mail  and  instant  digital  photos. 
Certainly  a  snapshot  is  a  pretty  superficial  look  at  a  $io,ooo-plus 
investment,  but  the  Porsche  enthusiast  network  is  well-organized 
and  takes  itself  seriously  enough  that  Porsche  Club  of  America 
and  Porsche  Owners  Club  members  can  be  called  upon,  some- 
times for  a  small  fee,  sometimes  just  for  the  fun  of  it,  to  do  a  pre- 
purchase  inspection  for  you.  If  nothing  else,  some  cooperative 
local  chapter  member  can  be  counted  on  to  drive  the  car  to  a  rep- 
utable shop  that'll  do  it.. . . 


Ultimately,  I  found  my  car  just  60  miles  from  home,  in 
Long  Island  City,  a  shabby  New  York  neighborhood  near 
LaGuardia  Airport,  amid  sidewalks  littered  with  broken  bot- 
tles, bodegas  on  the  corners  and  stripped  cars  perched  on  milk 
crates  at  every  other  curb.  The  dealer  was  Indian,  perhaps 
Pakistani,  and  his  wares,  though  advertised  in  Hemmings  as 
"exoticars,"  were  a  motley  collection  of  dreadful  Jaguar  Mark 
sedans,  ugly  entry-level  Ferraris,  Cobra  kit  cars,  shabby  Royces 
and  Bentleys,  poseur  Panteras,  neglected  Porsches — yes,  a  lot 
of  Targas — and  phony  fiberglass  MGs.  They  were  packed 
grille  to  bumper,  fender  to  dusty  fender  in  a  dim,  foul  ware- 
house. The  mechanical  expertise  of  the  place  seemed  limited  to 
jumping  dead  batteries. 

"Hiya.  I'm  here  to  look  at  the  red  Porsche  coupe?  The  '83 
that  you're  advertising  for  ten  five?"  I  said  to  the  owner. 

"Oh,  dear  me,  sir,"  he  grimaced.  "It  is  a  very  nice  car,  but  it 
is  $11,500  and  not  a  penny  less."  I  had  planned  to  start  at  $9,000 
and  maybe  end  up  at  $10,000 — an  excellent  deal  for  a  year  and 
model  that  sold  for  twice  that  in  perfect  condition. 

"Gee,  you  faxed  me  that  it  was  $10,500,  and  I  made  the  trip 
all  the  way  down  here  on  that  basis,"  I  said. 

"I  would  certainly  like  to  see  that  fax,"  he  countered. 

See  it  he  did,  since  I'd  brought  it  with  me.  "Huh,"  he  grunted. 

The  car  was  a  sad  little  rat.  The  mechanic  started  it,  and  it 
idled  smokily  at  a  warm-up  setting,  the  haphazard  Porsche 
threshing-machine  clatter  a  sound  that  brought  back  memo- 
ries. The  interior  was  shabby,  the  driver's  leather  seat  split, 
the  carpeting  bunched  and  filthy,  the  glare-shield  terminally 
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icked, the  rear-bulkhead  paneling  waterlogged  and  crum- 
ng,  loose  wires  showing  the  harsh  removal  of  an  aftermarket 
lplifier  and  a  boom  box  speaker  rig  that  had  been  parked 
idely  on  the  jump-seat  cushions,  the  engine  compartment 
ck  with  spilled  oil,  the  air-conditioner  hoses  dangling 
>se,  the  Guards  Red  paint  cracked  and  faded  where  the 
:anderthal  PO  (previous  owner,  in  Porschespeak)  had  rigged 
iose-protecting  bra  and  then  never  removed  it.  The  driver's 
or  sagged  half  an  inch  when  opened,  so  he  was  probably  tat 
well,  accustomed  to  using  the  door  as  a  crutch. 
Perfect. 


IE  INDELICATE  ACT  OF  REMOVING  A  CAR'S  POWER 
int  is  usually  referred  to  as  "pulling  the  engine,"  which  in 
pst  cases  is  literally  true:  You  take  off  the  hood,  unbolt  what- 
tr  is  holding  the  engine  into  the  car,  attach  a  chain  hoist,  and 
11  it  up  and  out  of  the  engine  compartment.  Shade-tree 
;chanics  are  called  that  not  because  they  want  to  work  out  of 
je  sun,  but  because  they  need  a  fat  tree  limb  to  attach  the  hoist 
so  they  can  pull  the  engine  in  the  backyard,  amid  old  refrig- 
ators  and  rusty  bicycles. 

.  Not  in  a  Porsche,  however.  The  engine  is  like  a  fat  man  in 
ohone  booth.  It  would  never  fit  through  the  little  hatch  at  the 
ck  of  the  car  that  you  open  to  check  the  oil. 
In  a  911,  you  "drop"  the  engine.  A  911's  engine/transmission 
lit  comes  out  of  the  car  from  below.  In  fact,  a  classic  piece  of 
w-to-remove-a-911-engine  advice  is: 
Jack  the  rear  of  the  car  way  up  in  the  air. 


IT  WOULD 
IT  START? 

WOULD  IT 
DETONATE? 
MELT? 
SEIZE? 
RUN 
BACKWARD? 


Above:  Shakedown  cruise,  Lime  Rock  Park 
race  track  in  Connecticut. 
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aitress  at  a  I 

2)  Slide  a  mattress  under  it 

3)  Undo  the  axles  from  the  gearbox  and  the  four  big  engine  an  angerous,  0 
transmission  mounting  bolts 

4)  Stand  back. 

WHOOOOMP!  The  engine  will  fall  onto  the  mattress,  and  th 
dozens  of  wires,  hoses,  cables,  tubes,  pipes  and  connector 
attached  to  the  engine  will  all  tear  loose,  thus  saving  you  the  jo 
of  laboriously  finding  and  treeing  each  of  them. 
Kidding,  just  kidding... 

Truth  to  tell,  there  are  few  professional  Porsche  mechanic 
who  haven't  lowered  an  engine  out  of  a  911  without  sometime 
somewhere  forgetting  to  first  disconnect  something,  whethe 
it's  the  wire  to  the  backup-light  switch  on  the  transmission  0 
the  vacuum  hose  that  leads  to  the  brake  booster. 

Part  of  my  stubborn  pride  was  doing  the  restoration  job  ii 
primitive  surroundings.  My  shop  was  a  mid-i9th-century  barr  us 
that  had  once  housed  three  cows,  as  far  as  I  could  tell,  or  per 
haps  two  cows  and  a  draft  horse.  Probablv  some  chickens,  too 


uns 


plus  a  hayloft  to  help  see  the  brutes  through  the  harsh  Hudsoi  onstant. Tl 


erers.  Ice  fc 
oil  over  fo 


River  Valley  winters.  The  floor  was  thick-planked  and  nub 
bled  with  thousands  of  hoof-dents,  and  there  were  cracks  hen 
and  there  that,  before  I  was  through  with  the  Porsche,  woulc 
swallow  a  variety  of  small  but  expensive  tools  and  parts.  I  mad$  he  Englis 
no  effort  to  retrieve  them,  having  once  watched  a  five-foot 
long  timber  rattlesnake  lazily  slither  toward  its  nest  under  the 
barn  through  a  chink  in  the  rubble  foundation. 

It  would  be  the  barn's  last  hurrah.  One  corner  was  crum 
bling,  and  I'd  temporarily  shored  it  up  with  a  grid  of  two-by- 
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lirs  so  at  least  it  wouldn't  collapse  on  the  car.  The  roof  leaked 
I  places,  and  in  a  corner  stall,  the  floor  had  collapsed  com- 
fttely,  probably  from  a  combination  of  groundwater  and  gen- 
^Mtions  of  cow  piss. 

do  love  yellow.  Sunflower  yellow,  taxicab  yellow,  egg- 
yolk  yellow,  Crayola  yellow.  When  I  became  the  editor 
of  Car  and  Driver  and  found  myself  able  to  specify  the 
color  of  my  new  office's  walls,  I  opted  for  bright  yellow. 
I  spent  the  next  couple  of  years  at  my  desk  feeling  like 
a  clerk  behind  a  Hertz  counter  rather  than  the  head  of 
the  world's  best  car  magazine. 

But  that  didn't  cure  me,  and  I  decided  the  SC  would 
be  yellow. 

So  I  stripped  the  entire  car  to  bare  metal,  which  was 
It  that  difficult. . . 

I  Before  long,  I  was  standing  on  a  patch  of  backyard — I  couln't 

II  it  lawn  anymore — that  looked  like  a  toxic-waste  dump, 
turned  it  corrosive  with  my  scraping  and  rinsing,  but  my 

prsche  was  as  naked  as  a  baby,  the  color  of  rough  pewter  

There  was  a  time,  long  ago,  when  scraping  and  painting 
ed  my  days,  because  that's  most  of  what  a  sailor  does — chip- 
g,  scraping,  wire-brushing  and  painting  the  rusty  steel  of  his 
p,  over  and  over  and  over  again.  I  spent  an  important  part  of 
formative  years  as  a  merchant  seaman, 
was  19,  and  it  was  my  father's  doing,  which  I  look  back  on  as 
ing  akin  to  me  lining  up  a  summer  job  for  my  daughter  as  a 
litress  at  a  Nevada  whorehouse.  What  was  he  thinking?  Going 
sea  aboard  tramp  freighters,  in  the  mid-1950s,  was  a  horribly 
ngerous,  often  miserable,  physically  demanding  occupation, 
le  ships  we  sailed  aboard  were  elderly  and  war-weary,  and  it 
is  a  stunningly  risky  pre-OSHA  era.  Seamen  routinely  broke 
kles  and  legs  tripping  over  exposed  pipes  and  gear  everywhere 
deck  and  below.  They  fell  through  hatches,  fell  overboard, 

I  from  masts  (which  still  existed  and  were  plenty  high  enough 
kill  you,  though  they  held  cargo-boom  cable  blocks  rather 

an  sails).  Winch  machinery  was  unguarded,  its  steam-pow- 
>ed  gears  and  drums  deadly.  We  lived  in  a  world  of  asbestos 
pe  insulation  inches  above  our  bunks,  superheated  steam 
erywhere  and  daily  infusions  of  red-lead  paint... 
The  trip  [aboard  the  Liberty  ship  Penn  Explore^  had  started 
Hit  as  a  simple  three-week  Atlantic  round-trip  to  Belgium  and 
ck,  carrying  coal  from  Norfolk,  Virginia.  Before  the  voyage 
as  over,  it  took  60  days  and  was  laced  with  near-catastrophes. 
The  North  Atlantic  in  the  winter  is  perhaps  the  most  per- 
ms ocean  on  the  planet.  The  storms  can  be  miserable  and 
nstant.  The  waves  are  not  long  Pacific  rollers  but  angry  bat- 
rers.  Ice  forms  everywhere,  and  unballasted  ships  can  literally 

II  over  from  the  weight  of  ice-encrusted  superstructures. 
Returning  westbound  to  Virginia,  we  poked  our  nose  out  of 

e  English  Channel  into  storms  so  severe  that  we  fled  for 
fuge  to  the  idyllic  little  Devon  harbor  at  Torbay  and  sat 
out  for  a  while,  a  big  lump  of  dirty  iron  amid  the  colorful 
tie  fishing  boats.  When  the  captain  decided  we  could  wait 
)  longer,  we  sallied  forth  and  were  blown  like  a  toy  boat  into 
e  Bay  of  Biscay,  making  more  progress  sideways  to  the  south 


s  hi 


than  westerly  toward  Norfolk. 

Ramming  our  way  across  the  Atlantic  through  constant  bad 
weather  and  nasty,  slapping  gray  waves,  one  of  our  two  boilers 
failed,  and  we  limped  toward  Bermuda,  the  only  refuge  between 
us  and  Virginia.  But  with  limited  engine  power  and  maneuver- 
ability, we  didn't  dare  try  to  dock  at  night  once  we  reached 
Bermuda,  so  we  anchored  in  protected  water  at  the  east  end 
of  the  island. 

Not  surprisingly,  the  tired  old  anchor  winches  let  go  before 
the  night  was  over,  even  though  the  anchor  chains  had  each 
been  secured  with  a  rat's  nest  of  half  a  dozen  hawsers  and  cables. 
I  was  on  anchor  watch  and  remember  staring  in  horror — noth- 
ing else  I  could  do — as  the  two  chains  paid  out  through  the 
hawse  pipes  with  the  roar  of  a  dozen  dragons,  the  friction  of  the 
enormous  links  creating  not  just  sparks  in  the  dark  but  rivulets 
of  molten  iron.  When  the  dim  sun  finally  came  up,  we  were 
hard  aground  on  a  small  island  off  St.  George,  as  embarrassed  as 
a  lumpy  old  dowager  caught  sunbathing  naked. 

Liberty  ships  were  welded  rather  than  riveted  together.  It 
was  a  lot  quicker  and  cheaper,  but  it  proved  to  be  one  of  the 
Liberty  ships'  weak  points.  A  riveted  hull  had  a  certain  amount 
of  give,  each  steel  plate  working  slightly  against  its  neighbor, 
making  the  entire  ship  just  a  bit  flexible.  A  Liberty,  however, 
was  as  stiff  as  a  crowbar.  When  big  Atlantic  rollers  lifted  a 
Liberty  simultaneously  by  bow  and  stern,  or  a  single  big  one 
amidships,  the  ship  didn't  flex,  and  eventually  it  simply  cracked. 
Sometimes  the  cracks  were  tiny,  sometimes  the  entire  hull  split 
in  half  in  an  instant  and  the  ship  disappeared  in  seconds. 

After  we'd  made  temporary  boiler  repairs  in  Bermuda  and 
headed  east  again  toward  Norfolk,  I  was  sitting  in  another 
seaman's  little  cabin  aboard  the  Penn  Explorer — three  men  to  a 
room,  each  called  a  fo'c'sle  even  though  it  was  nowhere  near  the 
actual  forecastle,  in  the  bow.  We  were  drinking  something 
dreadful,  some  illegal  spirits  of  one  sort  or  another,  trying  to 
ward  off  the  cold,  when  we  realized  that  the  deck  was  working, 
moving  back  and  forth  under  our  feet.  The  ship  had  cracked, 
and  we  were  sitting  on  the  crack. 

The  broken  hull  was  the  final  indignity.  The  captain  radioed 
for  an  oceangoing  tug  to  forgodsake  come  get  us.  Someone  said 
we'd  gotten  the  last  tug  available  on  the  East  Coast,  since  there 
weren't  that  many  seagoing  tugs  in  the  first  place  and  there 
were  ships  in  trouble  all  over  the  Atlantic  that  winter. 

It  was  my  last  trip.  My  parents  had  gone  weeks  without  know- 
ing where  my  ship  was  or  whether  it  was  even  still  afloat.  I  got  a 
job  in  a  gas  station  and  waited  out  the  remaining  months  until  I 
could  return,  in  September,  to  [Harvard]  and  finish  my  final  year. 

Funny.  I  was  the  only  pump  jockey  in  Peekskill,  New  York, 
who  drove  a  Porsche  to  work.  A  well-off  college  friend  had 
stored  his  enormously  desirable  '58  356  four-cam  Carrera  coupe 
out  in  the  country  with  me  while  he  went  to  law  school  in 
Manhattan.  Back  then,  nobody  knew  what  a  Porsche  was,  so 
nobody  was  the  least  bit  impressed.  • 

From  The  Gold-Plated  Porsche,  by  Stephan  Wilkinson.  Copyright 
©  2004  by  Stephan  Wilkinson.  Reprinted  by  arrangement  with  The 
Lyons  Press,  a  division  of  The  Globe  Pequot  Press. 
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SOME  YEARS  AGO,  I  WAS  GIVING  FRIENDS  A  TOUR  OF  ATHENS, 

also  known  to  us  wags  as  the  Big  Olive.  Stuck  in  traf- 
fic, swallowing  fumes  in  Europe's  most  polluted  city,  I 
proposed  a  visit  to  the  Olympic  stadium,  situated 
below  the  Acropolis.  The  stadium  was  reconstructed 
from  Pentelic  marble  in  1895  for  the  first  modern 
Olympics  the  following  year.  A  marathon  race  was  in 
progress,  and  the  Panathinaiko  Stadium  is  where  the 
race  traditionally  ends.  The  first  20  minutes  saw  vari- 
ous African  runners  come  in  through  the  propylaea,  run  one  lap  and  finish.  Suddenly  a  tremen- 
dous roar  went  up.  "What's  happened?"  my  friends  wanted  to  know.  The  first  Greek  runner 
had  appeared  on  the  horizon,  and  as  the  place  went  delirious  with  excitement  and  joy,  the 
Greek  entered,  did  his  lap,  crossed  the  finish  line  in  46  th  place  and  then  took  a  lap  of  honor 
while  his  disbelieving  competitors  watched  in  awe.  This  was  very  Greek.  We  look  out  for  our 
own,  no  matter  how  far  down  they  finish,  and  believe  that  it  was  God's  will,  after  all.  •  A  peo- 
ple gets  the  gods  that  it  deserves.  We  Greeks  invented  deities  who  were  prosaic  and  functional. 
They  reflected  salient  features  of  the  national  character,  such  as  wishful  thinking  and  optimism. 
Needing  gods  to  explain  the  inexplicable,  the  ancient  Greeks  solved  the  matter  promptly  by 
inventing  gods  in  human  form.  These  were  entities  whose  holiness  was  derived  not  from  their 
goodness  but  from  respect  for  their  beauty  and  unfailing  strength.  These  qualities  made  the 
gods  more  real  and  in  turn  gave  Greek  mortals  a  heightened  self-respect  because  they  resem- 
bled them.  •  Yet,  though  the  Greeks  believed  that  men  could  form  something  like  friendship 
with  the  gods,  they  knew  it  was  not  a  friendship  between  equals.  Back  in  those  good  old 
ancient  days,  the  gods  walked  visibly  on  the  earth,  and  on  more  than  one  occasion  came  to  the 
assistance  of  heroes  like  Achilles  and  Odysseus,  and  to  mortals  in  battles  like  those  that  were 
fought  in  Salamis  and  Marathon.  •  Though  most  Greeks  today  are  devout  Christians,  they 
still  largely  put  their  faith  in  the  bands  of  good  fortune  and  divine  intervention.  Good-luck 
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this  summer, 
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things  about 
the  natives. 
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beads,  the  cross  of  our  Lord  Jesus,  all  sorts  of  bangles  that  ward 
off  evil  spirits  abound  on  Greek  necks  and  wrists.  "With  faith  in 
God  and  in  the  Destiny  of  the  Race,  the  Nation. .  .will  fight  in 
defense  of  hearth  and  home  until  final  victory,"  said  King  George 
II  in  his  radio  address  on  October  28,  1940,  when  Greece  was 
forced  into  World  War  II.  This  was  my  first  memory,  and  it  be- 
come modern  Greece's  finest  hour. 

The  sirens  began  to  shriek  very 
early  that  morning.  I  ran  out  in  the 
garden  with  my  German  nanny, 
but  there  was  nothing.  Then  I 
heard  my  mother  crying  softly  and 
saw  her  trying  to  keep  her  arms 
around  my  father's  neck.  He  gently 

puiied  them  offand  without  saying  dBfe  ost  Greeks  today  are  Christians 

wToff^  My   but  they  still  largely  put  their  faith  in  the 

mother's  five  brothers  joined  him  in  fighting  the    hands  of  good  fortune  and  ciivisio  intervention. 

Italians  within  days. 


are  against  the  wall,  we  call  on  Romiosini,  a  word  that  does  n 
immediately  translate.  It  means... Greekness,  but  much  moi 
Romiosini,  the  Greek  soul  actually.  Romiosini  made  Metaxas  s 
NO  to  the  Italians  who  demanded  passage  through  Greece  to  tl 
Middle  East.  Romiosini  made  the  Greeks  fight  to  the  dea 
against  the  combined  forces  of  Germany  and  Italy  once  Hid) 
came  to  the  aid  of  Mussolini. 

In  the  1950s,  Athens  once  again  became  the  most  r< 
mantic  city  of  Europe,  a  cross  between  Munich  ar| 
Alexandria.  Modern  Athens  was  built  in  the  19 
century  by  German  architects  accompanying  Kic 
Otto,  a  Bavarian  prince  who  became  the  fir 
modern  Greek  monarch.  The  Athens  I  grew  up  in  was  a  city 
700,000  people,  with  very  few  cars,  electric  green  trams,  absj 
lutely  no  pollution,  a  verdant,  classical  paradise  of  wide  bouli 
vards,  neoclassical  buildings  under  a  magnificent  azure  Attic  sk 
Policemen  wore  knee-high  boots  and  steel,  shiny  helmets.  Tl 
military  wore  impeccable  uniforms  straight  out  of  The  Prison 
ofZenda.  White  linen  suits  and  panama  hats  were  de  rigueur  fi 
gentlemen,  and  no  lady  appeared  in  public  without  a  parasc 
The  city  was  jasmine-scented  and  covered  with  pines.  TY 
turquoise  sea,  needless  to  say,  was  the  country's  greatest  asset,  i 
roughly  2,000  islands  making  it  a  paradise  for  tourists,  who  we 
few  and  well  off. 

The  1960s  and  1970s  changed  the  city.  Not  necessarily  for  tr 
better,  but  not  entirely  for  the  worse  either.  Greeks  still  do  n< 
trust  authority.  They  still  believe  in  civil  disobedience  and  sti 
think  red  lights  are  for  other  cars,  never  their  own.  Being  Gree 
means  never  having  to  say  sorry  or  admitting  fault.  It  also  meai 
taking  pride  in  having  given  the  world  the  intellectual  tools  vt 
bring  to  bear  on  problems  in  philosophy,  mathematics,  medicin 
physics — you  name  the  science,  we  gave  it.  Pride  also  in  havin 
sprung,  as  the  ancients  believed,  from  the  center  of  the  universe- 
no  matter  how  we  view  it  individually. 

I  remember  years  ago  our  Greek  national  team  pai 
ticipating  in  the  European  Karate  Championships 
Florence.  I  was  captain  and  one  of  my  boys  demanded  ( 
know  how  I  could  possibly  bear  not  to  live  in  Greece.  ¥ 
looked  across  to  the  Galleria  degli  Uffizi,  sighed  deep! 
and  said  to  no  one  in  particular,  "Just  look  at  this  dump 
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What  I  remember  best  was  a  haunting  cartoon  that  first 
appeared  in  the  British  papers  and  was  reproduced  in  Greece. 
Our  soldiers  guarding  the  pass  while  Leonidas  and  the  300 
Spartans  of  Thermopylae  stood  by  in  ghostly  support.  The  words 
of  critic  and  historian  Georges  Vlachos  were  even  more  poignant 
when  he  wrote,  in  1941,  that  "[Greece],  which  has  taught  all  other 
nations  how  to  live. .  .will  now  teach  them  how  to  die." 

Fighting  against  great  odds  is  part  of  being  Greek.  We  are  a 
small  country  with  a  very  long  history  of  conflict.  When  our  backs 


He  was  one  of  the  strongest  on  our  team  and  I  needed  him  to  fe« 
happy.  The  last  thing  I  wanted  was  an  argument. 

"Where  in  Athens  do  you  live,  Dimitri?"  I  asked. 

I  k'  -avc  me  .111  annoyed  look.  "Athens?  I  don't  live  111  Athera 
I  live  in  Piraeus... the  best  city  in  the  world."  For  any  of  you  un) 
familiar  with  it,  the  port  of  Piraeus  is  contiguous  to  Athens,  am 
is  known  for  its  hookers  and  cheap  bars.  Talk  about  a  dump. 

But  like  most  Greeks  who  stay  away  too  long,  Dimitri  couldn 
wait  to  get  home  to  the  center  of  the  universe.  • 
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lk  of  them  as  a  Mute  button  for  the  world  around  you. 

ether  it's  the  engine  roar  on  airplanes,  noise  of  the  city,  bustle  in 
the  office  or  the  blare  of  neighborhood  yard  work, 
these  headphones  let  you  hush  them  all.  And  they 
do  it  with  the  flick  of  a  switch.  You  savor 
delicate  musical  nuances  in  places  where  you 
couldn't  before.  And  when  you're  not  listening 
to  music,  you  can  use  them  to  quietly  enjoy 
ttle  peace.  Clearly,  Bose  QuietComfort®  2  headphones  are 
ordinary  headphones.  It's  no  exaggeration  to 
they're  one  of  those  things  you  have  to 
lerience  to  believe. 


duce    noise  with 
hnoiogy.    David  Carnoy 
ouljorts   on   CNET  that 
[  original  noise-reducing 
idphones  "set  the  gold 
ndard."  And  according 
respected  columnist 
h  Warren,  our  newest 
idphones  "improve 
perfection."  They 
ctronically  identify  and 
uce  noise  while  faith- 
iy  preserving  the  music 
ech  or  silence   that  you 
ire.    As    Jonathan  Takiff 
iorts    in    the  Philadelphia 
ily  News,  "Even  in  the 
isiest  environment,  wearing 
se  phones  creates  a  calming, 

quiet  zone  for 


Use  them  as  a 
concert  hall  -  or  a 
sanctuary. 


offers  more  conveniences  than  the  origi- 
nal model."  You  can  wear  them  without 
the  audio  cord  to  reduce  noise.  Or,  attach 
the  cord  and  connect  them  to  a  portable 
CD/DVD/MP3  player,  home  stereo,  computer  or  in-flight  entertain- 
ment system.  When  you're  done,  their  convenient  fold-flat  design 
allows  for  easy  storage  in  the  slim  carrying  case. 

Try  the  QuietComfort*  2  headphones  for  yourself  risk  free. 

We  don't  expect  you  to  take  our  word  for  how 
dramatically  these  headphones  reduce 
-T^s.  noise,  how  great  they  sound  and  how 

comfortable  they  feel.  You  really 
must    experience     them  to 
believe  it.  Call  toll  free  to  try 
them  for  30  days  in  your 
home,  at  the  office  or 
on   your   next   trip  - 
satisfaction  guaranteed. 
If  you  aren't  delighted, 
simply  return  them  for 
a  full  refund. 


Presenting 
The  Bose 
QuietComfort"  2 
Acoustic 

Noise 
Cancelling" 
Headphones. 


Call  1-800-760-2749, 
W  ext.  02883  today.  These 
headphones  are  available 
direct  from  Bose  -  the  most 
respected  name  in  sound.  When 
you  call,  be  sure  to  ask  about 
our  financing 


easy  listening  or  just  snoozing. 

Enjoy  your  music  with  our  best  headphone 
sound  quality  ever.  After  trying  Quiet- 
mfort?  2  headphones,  audio  critic  Wayne  Thompson  reports  that 
ose  engineers  have  made  major  improvements."  The  sound  is  so 
ar,  you  may  find  yourself  discovering  new  subtleties  in  your 
isic.  CNET  says  "All  sorts  of  music  -  classical,  rock,  and  jazz  - 
nded  refined  and  natural." 


"The  QuietComfort  2  lives  up  to  its  name, 

enveloping  you  in  blissful  sound  in  the  utmost 
comfort.  It's  easy  to  forget  they're  on  your  head." 
That's  what  columnist  Rich  Warren  says.  And  as 
Ivan  Berger  reports  in  The  New 
York  Times,  the  "QuietComfort  2 
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options.  And 

discover  a  very 
different  kind  of  head- 
Bose  QuietComfort®  2  Acoustic  Noise 


For  FREE 
shipping 
order  by 
June  30, 
2004. 


Cancelling  headphones. 


1-800-760-2749,  ext.  Q2883 

For  information  on  all  our  products:  www.bose.com/q2883 
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Better  sound  through  research  . 
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ikes  a  tough  watch  to  with*\ 
id  the  wear  and  tear  of 
sailing  life,  but  there's  no 
son  it  can't  be  luxurious 
veil.  Bulgari's  version  sports 
;avy  stainless-steel  case  on 
ibber  strap,  with  a  bi-rotating 
el  marked  with  compass 
nts — so  useful,  in  fact,  that 
II  probably  consider  it  part 
ie  crew.  Diagono  Professional 
atta  watch  in  stainless  steel, 
300,  at  Bulgari  stores,  (800) 
JJARI.  Prop  stylist:  Jen  Everett. 
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IT  WAS  LATE  AFTERNOON  WITH  SHADOWS 
falling  and  the  air  cooling  noticeably  We 
had  an  hour  or  more  of  paddling  ahead 
of  us  before  we'd  even  get  to.  the  river. 

"You  sure  you  don't  want  to  wait  until  tomorrow  morning?" 
a  man  at  the  landing  asked.  "High  as  that  river  is,  you  might  have 
a  hard  time  finding  you  a  place  to  camp." 

I  had  been  thinking  about  this  trip  for  a  solid  year  and  I 
didn't  want  to  wait  another  day.  Ishmael  would  go  to  sea  to  heal 
his  soul.  A  river  trip  does  it  for  me. 

The  river  was  the  Suwannee,  where  it  comes  out  of  the  Oke- 
fenokee  Swamp  in  Georgia  and  flows  down  into  Florida  through 
vast  hardwcod  bottomlands. 

"We  need  to  do  that  river,"  I'd  said  to  my  friend  Tony  when 
I  came  home  to  Vermont  after  paddling  the  Okefenokee. 

We'd  do  it  in  early  April,  we  decided. 

"Gives  us  a  reason  to  live  through  the  winter,"  Tony  said. 

This  was  just  one  of  those  casual,  offhand,  fake-cynical  cracks 
guys  like  to  make  but  it  took  on  some  weight  and  poignancy  when 
our  friend,  Bob  Jones,  died  suddenly,  just  before  Christmas.  Bob 
was  a  man  who  liked  river  trips  and  had  written  a  couple  of  novels 
about  them.  In  some  ways,  our  trip  down  the  Suwannee  was  an 
homage  to  him. .  .but  it  was  also  just  two  guys  floating  a  river. 

"We  could  shoot  that  gator,"  Tony  said,  "and  cook  the  tail  for 


supper.  Old  Jones  would  certainly  approve  of  that." 

The  alligator  was  about  eight  feet  long  and  lying  in  a  patch  < 
sunlight  on  the  bank  of  a  little  canal  leading  out  into  the  swami 
There  was  something  undeniably  primitive  about  the  anima 
Even  though  it  was  small,  you  felt  chills  when  you  looked  at  it  an 
realized  that  to  some  things. .  .you  are  prey. 

The  gator  never  stirred.  Its  small  brain  had  learned  to  procei 
the  passing  of  humans  in  canoes. 

We  turned  onto  some  big  water,  wide  enough  to  be  called 
"lake,"  and  picked  up  the  stroke  a  little.  It  would  be  dark  i 
about  three  hours  and  we  wanted  to  set  up  camp  and  hav 
enough  light  left  for  a  proper  cocktail  hour.  But  you  can't  real! 
hurry  a  river  trip,  and  that  is  one  of  the  seductions.  You'll  gq 
there  when  you  get  there. 


We  came  to  a  series  of  narrow,  braided  channels  that  mean 
dered  through  the  cypress  trees  and  the  mpelo  gums,  then  crossec 
an  earthen  levee  constructed  by  the  Army  Corps  of  Engineers  tc 
keep  water  in  the  swamp.  Once  we  were  below  it,  there  wai 
standing  water  back  into  the  trees  on  either  shore  and  no  evidence 
of  hard  ground. 

"Might  be  a  trick,  putting  up  my  tent,"  I  said. 

"Too  bad  for  you,"  Tony  said.  "Now,  I  brought  a  hammock.  Al 


"Putyour 
ing  like  it. 


t 

Med  is  a  couple  ot  trees,  and  I  don  t  believe  that  will  be  a  problem. 
"■There  is  a  sort  of  implicit  competition  between  buddies  on 
"s  of  this  kind.  It  is  a  matter  of  who  is  better  prepared  without 
king  a  lot  of  extra  gear.  The  idea  is  to  have  everything  you 
d,  every  contingency  covered,  but  nothing  extra.  Tony  got 
ous  points  for  the  hammock  while  I  thought  about  how  I'd 
lage  to  sleep  in  the  canoe. 

Still. .  .it  didn't  seem  like  an  especially  big  deal.  We  would  find 
[gh  bank  or  we  wouldn't.  I'd  sleep  on  dry  ground  or  in  the 
oe.  I'd  get  chewed  on  by  the  mosquitoes. .  .or  not.  A  river  trip 
make  you  appreciate  the  consolations  of  fatalism. 
Twain  certainly  got  that.  So  did  James  Dickey  in  Deliverance. 
r  friend  Jones  got  it,  too,  in  his  river  books.  He  wrote  two  of 
m.  Blood  Sport:  A  Journey  Up  the  Hassayampa  was  his  first 
el.  The  Run  to  Gitche  Gumeew&s  his  last.  Both  novels  were  full 
did,  gothic  scenes  and,  as  I  looked  around  at  the  dark  water 
t  disappeared  back  into  the  cypress  trees  shrouded  in  Spanish 
ss,  I  thought  about  how  much  the  river  would  have  appealed 
ob  and  how  much  he  would  have  appreciated  my  situation. 
'Put  your  dumb-ass  hat  on,  eh?"  he  would  have  said,  or  some- 
g  like  it. 


|E  LAST  LIGHT  WAS  BLEEDING  OUT  THROUGH  THE 
s  when  we  found  a  bank  that  was  dry  enough  for  me  to  pitch 
tent.  But  that  was  the  extent  of  its  charms.  There  was  an  old 
pit  full  of  charred  logs  and  a  mound  of  empty  beer  cans  to 

|ke  things  homey. 


We  put  on  some  coffee  water,  sliced  a  potato  and  a  Vidalia 
onion,  and  built  a  fire.  While  we  were  waiting  for  the  coals  to 
burn  down,  we  had  cocktails  and  canapes — bourbon  and  smoked 
oysters,  right  out  of  the  can.  We  grilled  steaks  and  the  fat  flamed 
when  it  dripped  onto  the  coals.  We  stayed  up  sipping  and  talking 
and  swatting  the  mosquitoes  that  bored  in  persistently,  right 
through  the  film  of  DEET.  The  fire  burned  out  and  we  listened 
to  the  river  sounds  and  the  peepers  that  were  in  full  chorus. 

"I  suspect  we're  the  only  people  on  the  river  tonight,"  I  said. 

"You  never  know.  We  might  run  into  those  boys  from  Deliv- 
erance. 'I  bet  you  can  squeal  like  a  pig.' " 

Probably  everyone  who  has  floated  any  river  in  America  since  the 
film  was  made  has  thought  about  that  scene.  I'd  spent  a  little  time 
around  Dickey  and  heard  him  suggest,  when  he  was  drinking,  that 
it  had  really  happened  like  that.  But  he  was  a  poet  with  an  imagi- 
nation even  wilder  and  darker  than  that  of  my  friend  Bob  Jones. 

"I  liked  that  movie  all  right,"  Tony  said.  "But  you  know,  on 
trips  like  this,  the  country  people  I've  come  across  have  always  been 
real  friendly  and  generous.  Even  though  we're  the  intruders." 

And  the  odd  thing  is,  I  said,  you  feel  relatively  safe  on  the 
river.  It  isn't  until  you  get  off  the  water  and  back  to  your  life  that 
you  are  reminded  of  what  a  dreadful  place  the  world  can  be.  I 
came  home  from  one  500-mile  river  trip  and  found  out  my  wife 
had  cancer.  And  then,  there  is  the  story  about  the  people  who 
were  running  the  Colorado  through  the  Grand  Canyon.  They 
stopped  one  day  and  hiked  up  to  the  rim  to  call  home  and  heard 
the  news  about  September  11.  Then  they  hiked  all  the  way  down 
and  got  back  on  the  river. 

e  were  frying  bacon  and  swatting 
mosquitoes  the  next  morning 
when  I  thought  I  heard  voices. 

"Somebody  coming  to  make 
you  squeal  like  a  pig,  I  suspect," 
Tony  said. 

I  looked  upstream  and  saw 
canoes — four  of  them. 

There  was  one  man  in  the  lead 
canoe.  He  wore  a  great-looking,  floppy  felt  hat  and  he  had  a  big,  full 
moonshiner's  beard.  He  worked  the  paddle  like  it  was  part  or  his 
arm.  In  each  or  the  three  following  canoes,  there  were  two  women. 
The  youngest  was,  oh,  70. 
"How  you  doing?"  I  said. 

"Good,"  the  man  said  in  a  robust  voice.  "Beautiful  day." 

When  we  said  "good  morning"  to  the  ladies  as  they  passed, 
they  were  less  enthusiastic. 

"What  was  that  all  about?"  I  said  when  the  little  flotilla  had 
passed. 

"Well,"  Tony  said.  "I  suspect  that,  to  them,  we  looked  like 
those  dudes  from  Deliverance.  Two  guys  spending  the  night  in 
the  swamp,  camped  on  a  pile  of  old  beer  cans.  No  wonder  they 
wanted  to  get  on  downstream." 

We  finished  our  breakfast  and  coiled  our  trotlines.  Nothing  had 
even  disturbed  our  bait,  which  I'd  bought  at  Wal-Mart.  It  came  in 
a  plastic  bag  and  looked  like  little  squares  of  red  modeling  clay. 

"And  I  was  looking  forward  to  catfish  for  lunch,"  I  said. 
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ometime  around  noon,  we  ran  into  a  couple  of 
old  boys  coming  upstream  in  an  aluminum 
johnboat.  They  waved  and  we  waved  back. 
They  were  the  only  people  we'd  seen  on  the 
river  since  the  group  of  ladies  and  their  guide. 

We  caught  up  with  them  where  a  highway 
crossed  the  river.  They  were  loading  their 
canoes  onto  a  trailer.  We  introduced  ourselves 
and  we  must  have  looked  considerably  less  sin- 
ister than  in  the  morning,  because  everyone  was  very  friendly.  The 
leader,  Eddie  Williford,  told  us  that  he  took  groups  of  "seniors" 
like  this  down  all  sorts  of  different  rivers.  They  were  staying  at  a 
fishing  lodge  back  upstream  and  making  day  trips.  They  were  fin- 
ished for  today. 

"Now  thafvs,  what  you'd  have  to  call  a  niche  business,"  Tony  said. 

WE  SAW  THE  LADIES  AGAIN  THE  NEXT  MORNING  WHEN 
we  were  breaking  camp.  They  came  ashore  and  we  offered  them 
coffee.  Tony  and  I  were  talking  to  Eddie  when  one  of  his  clients 
called  to  him. 

"Eddie,  come  over  here  and  tell  us  what  kind  of  snake  this  is." 

The  ladies  stood  in  a  semicircle  looking  down  at  their  feet  sort 
of  nonchalantly.  I  looked  at  the  snake  and  recalled  the  old  ditty: 
"Red  and  black,  friend  of  Jack.  Red  and  yellow,  kill  a  fellow." 

"That,  girls,  is  a  coral  snake,"  Eddie  said. 

Merely  the  deadliest  serpent  on  the  North  American  continent. 


"I've  never  seen  one  of  them  before,"  one  of  the  ladies  said 
could  have  been  a  bird-watcher,  adding  a  rare  entry  to  her  life  1 

When  the  snake  eased  into  the  deep  grass  and  effectively  c 
appeared,  Eddie  and  the  ladies  went  back  to  their  canoes 
started  back  downriver.  We  ran  into  them  again,  once  or  twi 
and  it  was  always  nice  to  see  them. 

We  also  ran  into  the  boys  in  the  johnboat,  parked  on  the  ba 
cleaning  catfish.  They  had  a  mess  and  we  complimented  rhen 

"Done  better,"  one  of  them  said.  "But  with  the  water  so  hijj 
hit  ain't  bad." 

"What  were  you  using  for  bait?" 

"Shrimp." 

We  didn't  have  any  shrimp.  The  larger  fellow  said  he'd  hi 
given  us  some  but  they  were  out. 

"I  expect  that  bait  you've  got  will  probably  work,"  one  of  tl 
men  said,  without  a  lot  of  conviction.  But  he  did  instruct  us  in  t 
proper  technique  for  fishing  a  trotline,  and  for  the  rest  of  our  tiJ 
on  the  river,  we  blocked  the  side  sloughs  just  like  we  were  sii 
posed  to,  fishing  on  the  bottom  during  the  day  and  four  incl 
deep  at  night. 

Nothing.  Never  even  lost  our  bait. 

So... we  ate  what  we  had.  Drank  up  most  of  the  whiskfl 
Admired  the  wildlife.  A  couple  of  big,  red-cockaded  woodped 
ers.  Some  wood  ducks.  More  gators.  Anhingas.  A  couple  of  del 
And  when  we  were  setting  one  of  our  trotlines,  a  spider  so  impdi 
ing  that  Tony  paddled  all  the  way  back  to  camp  for  his  camera. 

Except  for  Eddie  and  the  ladies  and  the  old  boys  who  gave 
our  trotline  seminar,  we  didn't  see  anyone  else  on  the  river.  \1 
did  talk  about  Bob  Jones  a  little,  and  I  suppose  there  were 
couple  of  occasions  when  you  could  say  I  felt  his  presence.  Non 
ing  spiritual  or  maudlin.  Rivers,  I  think,  tend  to  work  against  trj 
kind  of  thing.  It  is  all  just  flowing  downstream,  to  the  sea,  aj 
when  you  are  there,  on  the  river,  you  can  handle  that. 

At  the  takeout,  we  talked  to  a  young  man  with  dreads  and 
gold  tooth  and  a  T-shirt  that  announced  how  much  beer  ha 
drunk  at  someone's  30th  birthday  party.  He  was  holding  a  che; 
spinning  rod  and  we  asked  him  what  he  was  fishing  for. 

"Catfish." 

"Do  any  good?" 

"Oh,  yeah,"  he  said.  "I  always  catch  some  here,  in  this  stretel 
"No  kidding,"  Tony  said.  "We  had  trotlines  out,  every  nigl 
Didn't  catch  a  thing." 

"What  was  you  using  for  bait?" 

We  showed  him  the  commercial  stuff  we'd  been  using  and 
shook  his  head. 

"What  should  we  have  been  using?" 

"Chicken  livers,"  he  said,  with  absolute  conviction. 

"Well,  damn." 

"I  got  some  extra,"  the  man  said. 

We  were  tempted,  but  Tony  had  to  meet  a  lady  at  the  airpoj 
"That's  the  only  thing  that  didn't  go  the  way  I  wanted  it  to 
really  wanted  to  eat  some  catfish  and  hush  puppies." 
"So,  next  year?" 
"Yeah." 

"We  bring  chicken  livers." 
"I'm  all  over  it."  • 
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A  Place  to  Dream 


Extraordinary  things  happen  when  you  visit  Cambridge  Beaches. 

Stress  slips  away.  Smiles  multiply.  Surrounded  by  endless  water  views, 
cozy  up  in  your  own  individual  cottage  room  or  luxurious  suite,  swim 
in  our  beautiful  waters,  be  pampered  at  the  Ocean  Spa,  experience 
delicious  cuisine.  Consider  an  incredible  sunset  or  a  sky  bursting 
with  stars.  Wiggle  your  toes  in  our  5~star  sand. 

Cambridge  Beaches:  Where  Life  is  Extraordinary 


CAMHKIDGE BEACHES 

BERMUDA 

Contact  your  travel  professional,  call  8oO  468-73OO  or  visit  www.cambridgebeaches.com 


STRAIGHT 
SHOOTER 


Air  guns  for  your  urban  arsenal 
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Benjamin  "Legacy  1000" 
break-barrel  pellet  gun; 
Barnes  Pneumatic's 
"Yukon  58"  breech-loading 
rifle;  the  31-caliber  air 
gun  believed  to  have 
been  carried  by  the  Lewis 
and  Clark  expedition. 


love  living  in  the  city,  but  new  problems  have 

gun  appearing  in  the  urban  jungle:  Mother  Nature  has  been  getting 
little  too  familiar.  As  I  type  these  words,  six  well-fed  squirrels  are 
acking  my  bird  feeder.  They  leap  from  nearby  trees,  hang  from  the 
of  like  acrobats  and  scatter  seed  all  over  the  ground. The  birds  have 
d  and  I  am  feeding  a  gang  of  fat  gray  rodents.  My  neighbor  tells  me 
at  (ugh)  rats  have  begun  feasting  under  his  bird  feeder,  but  I  haven't 
llticed.  I  have  larger  animals  to  contend  with.  By  Jerome  Cramer 
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ALMOST  OVERNIGHT  MY  BACKYARD  HAS  BECOME 
a  salad  bar  for  deer.  Day  and  night  these  brazen  Bambies  stroll 
across  our  patio  to  munch  on  shrubbery  like  hungry  truckers  at 
a  roadside  Denny's.  I've  spent  a  small  fortune  building  fences, 
buying  "deer-proof  shrubs  and  spraying  chemicals  in  an  effort 
to  deter  the  beasts,  but  nothing  seems  to  work. 

When  a  large  doe  fell  into  our  swimming  pool  a  few  months 
ago,  I  decided  it  was  time  to  act.  Like  many  Americans,  my  first 
thoughts  ran  toward  firearms.  Problem  is,  the  local  police  in 
Washington,  D.C. — and  most  of  my  neighbors — frown  on  urban 
hunting.  It's  a  sensible  concern:  Who  really  wants  his  neighbor 
shouldering  the  ole  Winchester  for  a  little  herd-thinning  after 
the  office  Christmas  party?  In  the  city,  we  all  live  downrange. 

Then  I  remembered  a  story  about  a  friend's  wife.  She's  a 
petite,  dark-haired  charmer  who  once  worked  for  a  much-dis- 
cussed but  secret  government  agency.  This  couple  was  enjoying 
a  romantic  lunch  on  the  patio  when  a  squirrel  ventured  obnox- 
iously close.  My  friend's  wife  fetched  a  BB  pistol,  dropped  into 
the  shooting  stance  and  quickly  gave  the  rodent  a  new  respect 
for  human  beings'  personal  space. 

A  BB  gun... Yes,  that's  the  ticket. 

Seeking  direction,  I  called  some  air  gun  manufacturers.  I 
wanted  something  that  would  annoy  animals  but  wouldn't 
actually  kill  them,  leaving  bits  of  fur  on  the  BMW.  Seeking 
direction,  how  many  grown-ups  (ex-spooks  aside)  keep  a  BB 
gun  around  the  place?  Quite  a  few,  as  it  turns  out. 

John  Brandt,  the  public  relations  counsel  for  Crosman 
Corporation,  which  has  sold  more  than  10  million  air  guns 
since  1923,  explaines  that  air  guns  are  sold  largely  to  males,  at 
three  stages  in  their  lives:  BB  guns  are  popular  for  those  aged 
8  to  12,  he  says,  while  men  from  the  ages  of  25  to  35  buy  expen- 
sive and  more  accurate  air  guns  for  target  shooting  or  hunting. 
A  third  group  of  men  aged  45  and  up  buy  BB  guns  for  their 
children,  while  purchasing  more  expensive  and  sophisticated 
weaponry  for  themselves. 

Blame  it  on  the  baby  boom,  the  echo  boom  or  the  lack  of 
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places  to  shoot  firearms,  but  Brandt  says  the  number  of  exp 
sive  air  guns  sold  each  year  is  growing.  Last  year  Crosman  s 
more  than  one  million  air  guns,  and  Brandt  says  that  sales  h 
grown  by  more  than  ten  percent  in  each  of  the  last  three  ye 
As  for  varmint  control,  "At  short  range,  these  guns  are 
accurate  as  most  rifles,"  says  Russell  Best,  a  Connecticut  gi 
smith  who  helps  tune  air  guns  for  national  and  internatio 
competitions.  As  Best  explains,  air  guns  have  been  used  since 
1500s  to  hunt  animals. 


hree  known  practical  models  date  b 
to  the  16th  century,  one  of  which  us 
bellows  to  compress  the  air  that  launc 
hair-tailed  darts.  Another  used  canis 
of  compressed  air  stored  in  the  gun's  sti 
to  launch  large-caliber  bullets;  it  M 
highly  accurate  and  extremely  deadly. 

"Problem  was,"  Best  explains,  "th< 
early  guns  required  serfs  to  pump  a  hi 
lows  hundreds  of  times  to  refill  the  canister  with  compress 
air."  The  expense  of  the  guns — and  the  shortage  of  sej 
willing  to  pump  a  bellows  hundreds  of  times — meant  t 
these  weapons  were  used  exclusively  for  hunting  and  only 
the  nobility. 

By  the  late  1700s,  air  gun  technology  had  reached  a  new  lev 
Some  accounts  have  related  how,  during  the  Napoleonic  a 
the  Austrian  Army  armed  a  regiment  of  Tyrolean  troops  wi  tow  Dai 
repeating  air  rifles  that  ranged  from  .48  to  .52  caliber.  The  gun?  -.-1 1, 
weapons  were  accurate  (most  French  Army  smooth-bore  ml 
kets  were  not),  smokeless  and  relatively  quiet;  they  did  not  flas 
and  they  had  a  range  of  150  yards.  Even  more,  these  guns  coi 
shoot  up  to  20  times  per  minute  with  killing  force,  while  a  rif 
man  using  gunpowder  could  fire  perhaps  once  a  minute.  Legei 
has  it  that  Napoleon's  generals,  unnerved  by  this  technolo: 
ordered  that  any  Austrian  soldier  captured  with  an  air  gun  woii 
be  considered  an  assassin  and  summarily  executed. 
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Model  1938  Daisy 
Red  Ryder  BB  gun 


When  You  Comin'  Back,  Red  Ryder? 

]  BACK  IN  1888,  A  MICHIGAN  INVENTOR  SHOWED  THE  BB  GUN  HE  HAD  BUILT  TO  THE  PRESIDENT 
j  of  a  local  windmill  company.  The  president  fired  off  a  round  and  exclaimed,  "Boy,  that's  a  daisy!" 

Soon  the  gun,  now  known  as  Daisy,  was  given  away  as  a  premium  to  farmers  if  they  bought  a  windmill.  People 
1  who  saw  the  gun  began  writing  the  company  and-asking  for  the  gun — but  not  the  windmill.  By  1895  the  wind- 
mill company  was  transformed  into  Daisy  Manufacturing  Company,  Inc.,  whose  main  product  was  BB  guns. 

In  1940  Daisy  hit  the  mother  lode:  It  began  selling  the  Red  Ryder  BB  gun.  Named  for  a  cartoon  strip  and 

i|  movie-serial  hero,  the  Red  Ryder  looks  much  like  a  Winchester  lever-action  carbine,  a  weapon  ubiquitous  in 
I  Westerns.  Since  1940  more  than  nine  million  Red  Ryders  have  been  sold  around  the  world.  The  suggested 
I  retail  price  for  a  Daisy  Red  Ryder  is  $44.99;  to  find  a  list  of  dealers,  go  to  www.daisy.com.  For  information  on 

I I  other  guns  mentioned,  go  to  www.crosman.com  and  www.barnespneumatlc.com.  For  historical  and  technical 
I  information  on  air  guns,  go  to  Robert  Beeman's  website,  www.beemans.net,  and  the  online  magazine  cofound- 
I  ed  by  Russell  Best,  www.addictiveairgunning.com. 


The  most  famous  air  gun  in  American  history  was 
le  weapon  that  accompanied  Lewis  and  Clark  on 
leir  exploration  of  the  West.  According  to  Robert 
eeman,  historian  and  former  owner  of  Beeman 
recision  Airguns,  the  Philadelphia-made  gun 
ad  a  rifled  barrel  of  approximately  .31  caliber 
lat  could  be  loaded  for  small  game  or  for  self-  fc 
efense.  The  explorers  ordered  this  weapon  to 
npress  local  Indians,  who  were  awed  by  its  lack 
f  smoke,  flash  and  noise. 

After  the  American  Civil  War,  gun-makers 
egan  perfecting  the  repeating  rifle.  The  West 
/as  opened  and  settlers  needed  to  shoot  animals  at 
xtreme  distances.  Then  came  weapons  using  self- 
ontained  cartridges  and  the  development  of  smoke- 
;ss  powder.  By  the  1930s  air  guns  were  considered 
ays  as  Daisy  and  other  companies  sold  millions  of  BB 
uns  to  youngsters.  (See  'When  You  Comin'  Back, 
ed  Ryder?"  above.) 

In  Europe,  the  popularity  of  air  guns  for  adults  actu- 
lly  got  a  boost  at  the  end  of  WWII,  when  many  coun- 
ries  passed  strict  laws  that  discouraged  the  owning — 
ven  the  manufacturing— of  firearms.  But  in  Germany, 
portsmen  and  members  of  shooting  clubs  still  wanted  to 
iractice  their  marksmanship.  Having  both  a  need  and  a  mar- 
et,  German  engineers  began  producing  innovative  and  beauti- 


ful  weapons.  Today,  some  of  the  most 
accurate  air  guns  in  the  world  are 
produced  in  Germany. 

But  did  I  really  need  a  German  air 
rifle  that  looked  like  a  piece  of  mod- 
IP    ern  art  and  cost  more  than  $1,500,  or 
would  a  simple  $50  Crosman  pump  gun 
do  the  trick?  I  do  love  guns,  so  before  I 
made  any  hasty  decisions  I  started  reading  cata- 
logs and  going  on  line  for  a  little  comparison  shopping. 
I  discovered  that  there  are  actually  three  general 
categories  of  air  guns:  spring-piston,  CG"2-oper- 
ated  and  pneumatic. 

The  spring-piston  system  uses  a  lever  to 
push  back  a  piston,  which  compresses  a  spring. 
Often  the  lever  is  the  gun  barrel  itself:  With 
break-barrel  guns,  one  pulls  down  on  the  barrel 
near  the  end  of  the  stock,  inserts  a  pellet,  re-cocks  the 
barrel  and  is  ready  to  shoot.  It's  fine  for  target  shooting 
and  the  most  popular  type  of  air  gun,  but  you  need  to  be 
accurate  with  your  first  shot,  since  most  animals  won't  wait 
the  five  seconds  it  takes  for  you  to  cock  and  reload. 

The  CO2  system,  popular  in  paint-ball  guns,  uses  a 
small  cartridge  or  a  reservoir  of  gas  for  power.  The  prob- 
lem is,  they  are  accurate  only  up  to  limits  ranging  from 
20  to  50  yards.  Furthermore,  air  temperature  changes 
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the  pressure  of  the  gas  and  makes  it  difficult  to  predict  the  flight 
of  the  pellet  or  BB,  particularly  at  longer  ranges. 

Pneumatic  guns,  which  are  growing  in  popularity,  make 
use  of  air  stored  under  pressure.  With  multistroke  and  single- 
stroke  pneumatics,  you  create  the  air  pressure  by  pumping  a 
lever,  while  prccharged  pneumatics  get  compressed  air  from  a 
scuba  tank.  A  special  hose  with  a  pressure  gauge  is  attached  to 
the  scuba  tank  and  then  to  the  gun's  air  container.  When  a 
valve  is  turned,  the  gun's  reservoir  is  filled  with  pressurized  air 
and  is  ready  to  shoot.  These  guns  are  simple  to  operate  and  very 
accurate  at  longer  ranges. 

This  amazing  accuracy  is  part  of  the  appeal  of  air  gun 
shooting.  With  a  spring-piston  or  pneumatic  air  gun,  a  decent 
shooter  at  50  yards  often  can  place  five  shots  in  a  ring  with  no 
more  than  a  half-inch  variation.  In  Olympic  competitions, 
shooters  not  uncommonly  pull  a  Robin  Hood:  The  second  shot 
perfectly  exits  through  the  hole  made  by  the  first  shot. 

I  fell  in  love  with  the  pneumatic  guns  produced  by  Barnes 
Pneumatic.  Each  one  is  a  signed  work  of  art,  with  designs 


A  Christmas  Story,  a  gun  that  would  non  fatally  prompt  bad 
yard  critters  to  think  twice  before  brunching  on  my  azaleas. 

Now  the  crafty  hunter  swung  into  action 
sat  in  my  office  at  the  back  of  the  hous 
with  the  windows  open  and  my  guns  rest 
ing  against  the  desk.  Finally  three  dee 
drifted  into  the  yard  and  began  advancinj 
on  my  flowers.  I  cocked  the  Red  Ryde 
and  stuck  the  barrel  out  of  the  window 
shot  once  and  missed.  The  second  time 
I  hit  a  deer  and  the  animal  just  picked  ui 
its  head  and  began  looking  around.  When  I  finally  hit  it  again] 
it  simply  walked  further  away  and  began  to  eat.  I  opened  thd 
window,  slammed  my  hand  on  the  sill  and  started  shouting.  Th< 
deer  calmly  walked  away,  stopping  once  to  look  back. 

It  was  time  to  bring  on  the  heavy  firepower.  I  picked  uj 
some  paperwork  from  my  desk,  grabbed  the  pellet  gun  anc 
went  to  the  patio  to  harass  squirrels  under  the  bird  feeder. 


It  was  time  to  bring  on  the  firepower.  H 
I  grabbed  the  pellet  gun  and  went  to  the  patio  m 
to  harass  squirrels  under  the  bird  feeder.  CHij 


borrowed  from  both  antique  an 
modern  weapons.  Gary  Barnes 
uses  beautiful  wood  and  brightly 
colored  laminates,  and  many 
of  his  guns  contain  adjustable 
sections  that  fit  the  gun  to 
the  shooter.  Beauty  does  have  its 
price,  however.  Depending  on 
the  model,  Barnes  guns  cost 
between  $2,000  and  $9,000. 

When  I  returned  to  the  gun 
shop  to  order  my  Barnes,  the 
owner,  Frank,  laughed  and  asked 
me:  "What  do  you  plan  to  kill  with 
this  gun,  elk?"  He  was  right — 
I  wanted  to  hit  the  animals  and 
scare  them  away,  not  kill  them. 

So,  okay:  I  began  looking  at 
single-shot  spring-piston  guns.  I 
found  a  very  cool  German-made 
break-barrel  gun  for  less  than 
$200.  It  accurately  launches  a  pel- 
let at  nearly  1,000  feet  per  second 
Since  it  is  relatively  powerful,  and  -3 
BBs,  I  thought  I  would  avoid  using  it 
animals.  For  that  task  I  chose  a  Daisy 
same  model  so  desired  bv  Ralphie  in 


at  close  range  on  small 

Red  Ryder  BB  gun,  the 
the  classic  holiday  film 


I  was  in  a  lawn  chair  paying  bills  when  the  squirrels! 
appeared.  I  picked  up  the  gun,  slipped  off  the  safety  and 
fired.  I  missed  my  target  and  the  rodents  scrambled! 
for  cover.  Each  time  they  reappeared  I  reached  for 
the  rifle  and,  at  the  first  sign  of  my  movement] 
<«'^4      thcv  would  cjuicklv  exit  to  safety  behind] 
SH^^     a  nearby  tree. 

...         I  decided  to  build  a  blind.  Soon  I  was) 
crouched  behind  overturned  lawn 
chairs  strategically  draped  with| 
beach  towels.  The  squirrels 
returned,  leaping  from| 
the  tree  to  the  top  of  the 
bird  feeder.  Other  squir- 
rels began  feeding  on  thei 
seed  scattered  on  the  lawn. 
I  picked  one  and  pulled  the) 
trigger.  The  squirrel  leapt  into  the 
'  air.  Bull's-evc. 

Feeling  guilty  now,  1  retreated  to  myl 
Itce  and  began  aiming  not  at  the  squirrels  but) 
ground  just  below  them.  Af  ter  two  davs  of  this 
'harassment  I  noticed  that  fewer  animals  were  showing  up. 
One  or  two  persisted,  but  not  for  long,  and  the  mass  of  squir-l 
rels  decided  to  look  elsewhere  for  lunch.  Word  seems  to  have 
spread,  but  I  still  have  to  break  out  the  pellet  gun  every  two| 
weeks  or  so  to  discourage  the  slow  learners.  • 
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Jt  takes  a  Jot  of  integrity  to  sponsor  a  sport 
that  uses  pencils  with  no  erasers. 


The  Charles  Schwab  Cup  is  back  in  2004,  and  everyone's  ready  to  7  7 

compete  for  this  year-long,  points-based  competition.  The  winner  receives       CiICIYLCS  SCHWAB 

a  $1  million  annuity,  a. beautiful  trophy  and  all-out  bragging  rights.   CUP  ~- 


charlesschwabcup.pgatour.com 
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a  spa  near  you;  relief  for  your  aching  back.  By  Lorraine  Cademartor 

Soothin 


^News:  . 
Summer 

a  Menu 

2004 


omfort  means  different  things  to  different  people  at  different  times. 

Spas  around  the  country  are  taking  this  lesson  to  heart  with  a  slew  of  new 
programs  to  ease  your  pains,  free  up  your  time  and  lure  an  ever-expanding  male 
clientele.  •  Top  of  the  list  these  days  for  many  spas  are  new  ways  to  ease  back 
pain,  and  no  wonder:  According  to  some  estimates,  four  out  of  five  Americans 
experience  significant  lower  back  pain  in  their  lives.  After  the  common  cold,  it's 
the  most  frequent  cause  of  missed  work  days  for  people  under  45.  The  health 
industry  itself  may  be  partly  to  blame,  what  with  all  those  hours  some  of  us 
spend  running  and  doing  aerobics.  And  then  there's  the  Sedentary  Majority, 
as  medical  studies  are  constantly  reminding  us.  Clearly,  we've  either  been 
not  exercising  enough,  or  exercising  too  much,  improperly.  •  "People  injured 
themselves  in  the  fitness  boom,"  explains  Deborah  Kern,  director  of  lifestyle 
enrichment  for  the  Lake  Austin  Spa  Resort,  Austin,  TX.  "For  years  we  didn't 
pay  attention  to  the  spine  and  instead  we  pounded  on  pavement  or  wood  floors. 
People  have  problems  with  their  backs  as  they  age  to  begin  with,  but  now  we're 
seeing  more  bulging  discs  and  sciatica."  Some  new  thinking  is  clearly  in  order. 
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Hands  On 

Massage  has  come  a  long  way  from  the  days  of  the  basic  rubdown.  Some  therapies 
you're  likely  to  see  on  a  spa's  service  menu  include: 

Swedish:  The  Big  Mac  of  massage,  it's  the  classic  rubdown.  The  therapist  uses 
massage  oil  to  decrease  resistance,  and  the  intensity  of  the  massage  can  vary. 

Shiatsu:  The  traditional  Japanese  treatment  features  therapists  using  their 
hands,  elbows  and  yes,  even  their  feet  to  work  muscles  deeply.  Far  from  relaxing, 
it's  often  painful  until  the  endorphins  kick  in,  at  which  point  your  wincing  turns  to 
giddiness.  Theoretically. 

Deep-tissue:  Not  for  rookies,  and  best  to  consult  with  your  doctor  or  spa 
therapist  before  going  ahead  with  it  if  you  have  an  injury.  Working  at  a  slower 
pace,  the  therapist  focuses  on  areas  where  you're  holding  tension  or  have  soreness. 

Hot-stone  mSSS3.§e.-  Uses  smooth  basalt  rocks  that  are  heated  in  liquid 
and  rubbed  over  your  body.  Believers  say  the  warmth  of  the  rocks  loosens  up  the 
muscles  and  makes  the  subsequent  massage  more  effective. 

Thai  massage:  Done  fully  clothed  and  on  the  floor,  this  massage  focuses 
more  on  stretching  and  increasing  flexibility  rather  than  on  rubbing  muscles. 
You'll  be  pushed  and  pulled  in  a  manner  somewhat  similar  to  a  chiropractic 
readjustment,  only  one  that  goes  on  for  an  hour  or  so. 

Acupressure:  Gentle  but  firm  fingertip  pressure  applied  to  key  points  on 
the  body. 

Reflexoloe  y:  It's  based  on  the  belief  that  points  on  the  bottom  of  the 
feet  relate  to  other  parts  of  the  body.  Whether  you  buy  into  that  or  not,  it's  sheer 
bliss  after  a  long  run — or  just  a  long  day  on  your  feet. 


A  change  in  emphasis  is  already  much  in  evidence  at  health 
clubs,  where  yoga,  Pilates  and  other  stretching  and  core  strength- 
ening classes  have  usurped  high-impact  classes  as  the  preferred 
workout.  Resort  and  destination  spas  have  taken  notice  too.  "Five 
or  ten  years  ago  we  had  an  emphasis  on  exercises  where  you'd  be 
lying  supine  and  doing  250  crunches.  That's  a  lot  of  hunching 
forward,"  says  Lawrence  Biscontini,  fitness  manager  for  the 
Golden  Door  Spas  at  Wyndham  El  Conquistador  Resort  and  Las 
Casitas  Village  in  Puerto  Rico.  "Abdominals  are  part  of  the  'core' 
but  so  is  the  back,  and  it's  been  neglected."  Classes  at  the  Golden 
Door  Spas  "address  back  alignment  and  functionality  to  help 
our  activities  of  daily  living,"  he  continues — which  is  just  a  fancy 
way  of  saying  that  during  each  class,  instructors  point  out  move- 
ments that  clients  should  mimic  every  day,  such  as  bending  the 
knees  to  ensure  balance  when  retrieving  a  dropped  bar  ot  soap  in 
the  shower,  for  instance,  or  using  leg  rather  than  back  muscles 
to  help  lift  a  weighty  object. 

Along  the  same  lines,  Lake  Austin  Spa  Resort  has  added  a  class 
called  Yoga  for  the  Aching  Back,  showcasing  poses  that  increase 
the  spine's  mobility  and  help  strengthen  the  hip  flexors,  back  and 
hamstrings.  The  spa  recently  added  Thai  massage  to  its  menu  of 
services.  It's  a  treatment  that's  more  about  increasing  range  of  mo- 
tion and  muscle  flexibility  than  relaxation,  as  the  client  is  gently 
stretched,  pushed  and  pulled.  Again,  the  idea  is  that  the  more 


supple  your  body,  the  less  chance  of  wreni 
ing  your  back  on  the  front  nine. 

You  won't  be  sweating  to  the  oldies 
these  therapeutic  classes,  and  working  har 
or  faster  isn't  the  point.  It's  more  about 
dressing  current  problems  and  prevent 
new  ones.  And  it's  no  coincidence  that  n 
find  the  trend  more  appealing  than  leap; 
about  to  Mariah  Carey  amongst  spanqT 
clad  females. 

Time  and  decision  pressures  are  thi: 
you  want  to  leave  behind  when  you  go 
a  spa,  and  the  new  Spa  at  The  Manda 
Oriental,  New  York  came  up  with  a  brij 
idea  to  smooth  the  way.  Clients  there 
book  something  called  a  Time  Ritual.  Clie 
commit  to  a  two-hour  block,  but  decidi 
the  service  they  want  when  they  actually 
rive,  instead  of  having  to  commit  in  advar 
The  idea  is  that  after  a  long  flight,  workou 
business  meeting,  the  client  may  want  a  ( 
ferent  treatment  than  he  had  in  mind  wl 
the  appointment  was  made. 

Men  are  increasingly  being  drawn  ii 
spa  activities  such  as  yoga  classes,  part 
ularly  the  ones  dubbed  "power  yoga" 
Bikram  yoga  (often  referred  to  as  "sw* 
yoga").  Sometimes,  all  it  takes  is  a  little  p 
chology:  "We  tell  men  that  a  stay  at  a  spa 
a  spa  service,  is  about  enhancing  their  gai 
whether  that  game  be  golf,  tennis  or  anot 
sport,"  notes  Lorraine  Park,  area  director 
Golden  Door  and  Wyndham  spas. 

Of  course,  there  are  still  men  who  don't  get  the  whole 
thing — until  their  spouses  drag  them  in  for  a  couples  massa 
"Men  make  faces  at  me  when  their  wives  bring  them  in,"  s: 
Marianne  Nielsen,  general  manager  at  the  Peninsula  Spa  in  N 
York.  "And  then  they  come  out  after  a  couples'  massage  and 
'What  was  1  thinking?'"  • 


Comfort  Zones 

GOLDEN  DOOR  SPAS  are  located  at  The  Boulders,  Carefree, 
AZ;  Wyndham  Peaks,  Telluride,  CO;  Wyndham  El  Conquistador 
Resort  and  Las  Casitas  Village,  Puerto  Rico;  www.golden- 
doorspas.com.  The  original  GOLDEN  DOOR,  Escondido, 
CA,  can  be  reached  at  (800)  424-0777,  www.goldendoor.com 

LAKE  AUSTIN  SPA  RESORT,  Austin,  TX:  (800)  847-5637, 
www.lakeaustin.com. 

THE  MANDARIN  ORIENTAL,  New  York;  (212)  805-8800, 
www.mandarinoriental.com/newyork. 

PENINSULA  SPA,  New  York;  (212)  903-3910,  www.peninsula- 
spa.com. 
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Automotive 

1.  Aston  Martin 

Aston  Martin  is  the  world's  most  exclusive  sports  car 
company.  Since  1914  it  has  created  motoring  legends 
culminating  in  today's  DB7  Vantage  and  V12  Vanquish. 
Call  1-866-NA-  Aston  or  visit  www.astonmartin.com 

Business  to  Business 
GE 

Visit  www.ge.com 

Cruises 

Star  Clippers 
Call  1-800-442-0551  or  visit  www.starclippers.com 

Insurance/  Financial 

The  Vanguard  Group 
Call  1-800-523-1883  or  visit  www.vanguard.com 

Hotels 

2.  Raffles  Resort  Canouan  Island 

The  most  respected  name  in  luxury  hospitality  is  coming  to 
the  Caribbean.  Opening  summer  2004  Raffles  Resort 
Canouan  Isand.  Be  among  the  fortunate  few.  Visit 
www.raffles-canouanisland.com 

3.  Trump  International  Hotel  &  Tower 
Conveniently  located.  Trump  International  Hotel  &  Tower  is 
at  the  center  of  commerce,  culture  and  entertainment.  It's  the 
Trump  of  hotels.  And  everything  the  name  implies. 

Call  888-44-TRUMP:  www.trumpintl.com 

Restaurants 

4.  Fleming's  Prime  Steakhouse  &  Wine  Bar 

Fleming's  Prime  Steakhouse  &  Wine  Bar  offers  the  best  in 
steakhouse  dining  -prime  steaks,  chops,  fresh  grilled  fish  and 
chicken  -  with  a  unique  and  notable  wine  list  featuring  100 
fine  wines  by  the  glass.  Visit  www.flemingssteakhouse.com 

Retail 

5.  General  Cigar 

Macanudo  and  Partagas  Cigars 
Visit  www.cigarworld.com 


Single  Malt  Scotch  Whisky 

Glenfiddich 
www.glenfiddich.com 

Resorts/Travel 

Exclusive  Resorts 
www.exclusiveresorts.com 
United  States  Phone:  800.447.8988 
International  Phone:  303.226.4900 

Watches/Jewelry 
Roger  Dubuis 
Call  1-570-970-8888  or  visit  www.rogerdubuis.com 

Yachting 

Derecktor  Shipyards 
www.derecktor.com 

Co  talog  Conn  eel  ion 

6.  Ferno 

Ferno  offers  a  variety  of  pools  configurations  &  accessories  to 
make  the  most  of  your  pool.  Ferno  has  available  an 
underwater  treadmill,  watertake,  resistance  jets. 
Call  800-206-7802  or  www.fernoperformancepools.com 

7.  HMR 

Intelligent  weight  loss.  Now  order  the  same  diet  foods  used  in 
medically  supervised  national  weight-loss  clinics.  Free 
informative  catalog  call  1-800-418-1367  code  40084 

8.  Sierra  Trading  Post 

Name  brand  outdoor  and  casual  clothing,  travel  gear, 
footwear,  and  acessories  at  savings  of  35-70%, 
Call  For  Free  Catalog  800-713-4534 
or  visit  www.Sierra  Trading  Post.com 

9.  Sports  Tutor  Tennis  Machines 

Tennis  Tutor  portable  ball  machine  and  Shotmaker 
Professional  machine.  Call  1-800-448-8867 
or  visit  www.sportstutor.com 

10.  Vixen  Hill  Gazebos 

Escape  to  your  outside  room  with  a  superior  view.  Discover 
our  wide  variety  of  Cedar  Gazebos  and  screened  Garden 
Houses.  Visit  www.VixenHill.com  or  call  800-423-2766 


Web  visit  phone  call  only.  May  24,  2004  •  August  24,  2004 


THIS  CHARMING  FASHION  PRIMER  IS  PART  PICTURE 
book,  part  cultural  anthropology  study.  Publicist 
Eleanor  Lambert,  who  died  last  fall  at  age  100, 
originally  conceived  the  Best  Dressed  List  as  a  publicity  stunt 
in  1940  for  the  New  York  Dress  Institute.  The  world  was  at  war 
and  the  last  thing  on  people's  minds  was  the  latest  style — but 
the  contest  caught  on,  and  a  spot  on  the  list  is  as  prized  today 
as  it  was  60-plus  years  ago.  Ultimate  Style  focuses  on  a  few 
individuals  per  decade,  such  as  Slim  Keith,  Babe  Paley,  Diana 
Vreeland,  the  Duchess  of  Windsor  and  Grace  Kelly.  Socialites 


dominate  the  early  lists,  followed  by  royalty  and  some  actresses 
Later,  more  models  and  "celebrities" — Marisa  Berenson, 
Bianca  Jagger,  Tina  Chow — move  to  the  forefront.  In  such  lofty 
company,  21st-century  standard-bearers  like  Nicole  Kidman 
and  Gwyneth  Paltrow  seem  almost  unworthy.  Beautiful  actresses' 
Yes.  Style  icons? The  jury  is  still  out.  —LORRAINE  CADEM ARTOR 

NOBLE  ROT,  A  Bordeaux  Wine  Revolution, 
by  William  Echikson;  W.W.  Norton;  $25 

HERE'S  A  RARE  WINE  BOOK  THAT'S  NEITHER  A  PLODDING 
catalog  of  facts  nor  a  chirpy  press  release  about  grand  chateau) 
and  sublime  claret.  William  Echikson,  Brussels  bureau  chief 
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l>  Dow  Jones  Newswire,  finds  a 
n  deaux  wine  trade  in  turmoil, 
jih  cellars  of  unsold  wine  and 
fcal  competition  swiftly  closing 
I  quality  gap.  "Luckily,"  he 
jjtes,  "in  the  rubble  of  Bordeaux's 
raying  old  order  I  also  discovered 
involution."  This  revolution  is 
»i  urring  both  in  the  convoluted, 
liirly  medieval  Bordeaux  trade 
itself,  with  its  arcane 
layers  of  brokers  and 
courtiers,  and  in  the 
wines  themselves.  All 

over  the  region  small-scale  garagistes,  so-called 
"garage"  winemakers,  are  challenging — some 
might  say  undermining — the  once-unassailable 
positions  of  the  famous  chateaux,  and  a  new 
quality  consciousness  is  sweeping  the  vineyards. 
While  Echikson  may  be  overimpressed  with 
today's  new  wave  subversives — and  overlook 
the  fact  that  Bordeaux's  quality  revolution 
actually  began  long  before  they  were  heard 
from — he  is  a  natural  storyteller,  with  an 
intriguing  cast  of  characters.  From  the 
besieged  icon  Robert  Parker,  to  the  stunningly 
arrogant  Count  Alexandre  de  Lur-Saluces  of 
Chateau  Yquem,  to  the  uppity  stonemason 
turned  wine  guru  Michel  Gracia,  this  is 
an  intriguing  tale  of  punctured  pretensions, 
legal  twists  and  family  feuds  inside 
the  usually  closed  world  of  aristocratic 
Bordeaux.  —RICHARD  NALLEY 


MONGO,  by  Ted  Botha; 
Bloomsbury;  $24 


TED  BOTHA'S  THESIS  IS  SIMPLE: 
One  man's  trash  is  another  man's 
treasure.  To  prove  it  he  penetrates 
the  strange  and  wonderful  world  of  New 
York  City's  most  accomplished  scavengers,  profiling 
niture  hunters,  dumpster  divers,  can  collectors,  architectural 
servationists  and  amateur  archaeologists.  Some  are  bums 
Dohemians;  others  solid  members  of  the  middle  class.  A  few 
even  millionaires.  Yet  all  are  united  by  a  consuming  passion 
for  collecting  "mongo,"  shorthand 
for  other  people's  discarded 
stuff.  A  "canner"  named  Mister 
Murphy  makes  up  to  $650  a  day 
in  Central  Park  in  summertime. 
A  book  collector  named  Steven 
Dixon  routinely  finds  first  editions 
of  titles  like  Finnegan's  Wake 
and  Casino  Royale  on  the  curbs 
of  Manhattan,  which  he  sells 
for  hundreds,  sometimes  thousands, 
of  dollars.  Two  treasure  hunters 
simply  called  Scott  and  Dan 


excavate  highly  collectible  19th-century  bottles,  buttons  and 
trinkets  from  privies  in  the  backyards  of  homes  in  Greenwich 
Village,  SoHo  and  Chelsea.  Similar  collectors  comb  through  dirt 
and  landfill  upended  at  lower  Manhattan  construction  sites. 
Their  best  discovery:  a  Revolutionary  War-era  tricorn  hat,  later 
valued  at  $9,000  on  Antiques  Roadshow.  The  most  surprising 
mongo  hunter  is  Iver  Iversen,  an  expert  in  historical  restoration 
who  spends  a  good  portion  of  his  free  time  climbing  into 
dumpsters  parked  outside  Upper  East  Side  town  houses 
under  renovation.  One  of  his  greatest  finds  was  a  frosted-glass 
pantry  door  on  the  curb  in  front  of  Jacqueline  Onassis's 
apartment  shortly  after  her  cfeath.  "At  the  time  all  these  people 
were  spending  a  fortune  getting  something  of  Jackie  O's  at 
Sotheby's..."  Iversen  tells  Botha,  "...and  I  picked  up  her  door 
for  nothing."  — THOMAS  JACKSON 


THE  NAKED  OLYMPICS, 
by  Tony  Perrottet; 
Random  House;  $13 


The  True  Story  of  the  Ancient  Games 


IN  THIS  BREEZY,  BAWDY 
history  book,  Tony  Perrottet 
follows  a  typical  week  in 
the  ancient  Olympic  Games, 
from  the  athletic  training  and 
events  to  the  bacchanalia 
in  the  village.  While 
track  and  field  has  changed 
little  since  those  days, 
the  ancient  Games  opened 
with  dramatic  chariot 
races  and  concluded 
with  the  brutal  pankration, 
the  classical  version 
of  the  Ultimate  Fighting 
Championship,  in  which 


strangulation  was  preferred  and  oniy  eye-gouging  disallowed. 
Extreme  stoicism  was  de  rigueur,  as  demonstrated  by  the 
boxer  Eurydamas  of  Cyrene,  who  swallowed  his  shattered  teeth 
during  a  bout  rather  than  boost  the  morale  of  his  opponent 
by  spitting  them  out.  Drawing  his  anecdotes  from  Greek 
accounts  and  artifacts,  Perrottet  also  shows  how  much  of  the 
ancient  Olympics  is  humorously  familiar.  Ancient  training  diets, 
for  example,  were  as  absurd  as  today's  (notably  the  all-fig 
regimen),  markets  were  glutted  with  cheap  souvenirs  (Zeus 
figurines  and  toy  chariots)  and  officials  struggled  to  enforce  bans 
on  artificial  performance  enhancement  (magic  spells).  Unfor- 
tunately, the  Games  were  as  corruptible  then  as  they  are  now: 
When  the  Roman  emperor  Nero  participated  in  the  chariot  race, 
he  was  awarded  victory  even  though  he  failed  to  cross  the  finish 
line.  However,  his  false  win  was  quickly  struck  from  the  record 
books  upon  his  assassination  in  Rome  the  following  year.  The 
Games'  most  enduring  ideal  was  also  tarnished  in  the  classical 
era:  the  Olympic  Truce,  which  suspended  all  hostilities  between 
the  squabbling  city-states.  Much  like  the  1996  Games  in  Atlanta, 
the  364  B.C.  Olympics  were  marred  by  violence,  in  this  case 
invading  Elian  soldiers,  who  turned  the  final  round  of  the 
pentathlon  into  a  bloody  conflagration.  But  legal  and  monetary 
reparations  were  soon  imposed,  and  the  ancient  Games  lasted 
for  another  700  years.  With  these  quirky  and  sometimes  sobering 
tales,  Perrottet  reminds  us  that  even  thousands  of  years  later, 
sports  are  eternal,  as  is  human  folly.  — MATTHEW  REED  BAKER 
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THE  STANLEY  BROTHERS, 

An  Evening  Long  Ago;  Columbia/Legacy;  $12 


ONE  SPRING  NIGHT  IN  1956,  "AFTER  A  LONG  DAY  OF 

O radio  shows,  barn  dances,  hog  auctions  and  the  like,"  as 
the  liner  note  explains,  Ralph  and  Carter  Stanley  and  a 
couple  of  backup  musicians 
sat  down  in  front  of  a 
microphone  at  WCYB  in 
Bristol,  Virginia.  It  was 
already  midnight  when  the 
session  began,  but  the 
Stanley  Brothers  were  young 
then  and  at  the  height  of 
their  game.  These  20  songs, 
recorded  in  one  take  in 
those  wee  hours,  are  at  once 
filled  with  raw  energy  and 
astoundingly  polished.  The 
Stanleys'  exuberant  but 
disciplined  mountain/bluegrass  musicianship  was  rivaled  only  by 
Bill  Monroe;  their  complex  harmonies  only  by  the  Louvin  Brothers. 
All  their  skills  are  on  display  here  in  the  tight,  driving  rhythms  of 
Ralph's  "Bound  to  Ride"  and  the  interweaving  vocals  on  the  Merle 
Travis  standard  "Nine-Pound  Hammer."  Previously  released  as  a 
private  pressing  ("a  personal  thank-you  from  Ralph  for  friends 
only")  and  sold  only  at  concerts,  this  is  haunting  music,  reaching 
us  with  the  surprise  and  clarity  of  lost  radio  waves  crackling  from  a 
car  stereo  on  a  long  road  late  at  night.  — RN 

ANGELE  DUBEAU  &  LA  PIETA,  Infernal  Violins; 
Analekta;  $16 

ON  THIS  NEW  LP,  CANADIAN 
violinist  Angele  Dubeau  and  her 
all-female  ensemble,  La  Pieta, 
perform  an  eclectic  array  of 
Mephisto-themed  musical 
works,  including  Carl  Binder's 
"Overture  to  'Orpheus  in  the 
Underworld,'"  Guiseppe  Tartini's 
"The  Devil's  Trill"  and  their  own 
crossover  arrangement  of  the 
Rolling  Stones'  "Sympathy  for 
the  Devil."  The  album  was  a  best-seller  in  Canada  last  year,  surely 
a  testament  to  the  Dark  Lord's  grip  on  the  Great  White  North.  But 
even  the  most  pious  music  lovers  here  in  America  will  find  these 
performances  hard  to  resist.  Dubeau  and  company  play  each 
composition  with  an  infectious,  devil-may-care  enthusiasm; 
Saint-Saens'  "Danse  Macabre"  positively  hops  with  energy;  Liszt's 
"Mephisto  Waltz  No.l"  sizzles  and  smolders  from  one  moment 
to  the  next.  Lovers  of  Sergio  Leone's  film  Once  Upon  a  Time 
in  the  West  will  be  thrilled  by  Dubeau  and  Company's  take  on 
Ennib  Morricone's  theme.  As  for  the  Rolling  Stones  tune, 
it  doesn't  quite  succeed  like  some  of  the  other  compositions; 
but  it  was  wickedly  bold  of  them  to  try.  — TJ 


THE 

ESSENTIAL 
DEAN 
MARTIN 


DINO:  The  Essential 
Dean  Martin;  Capitol;  $19 


THIS  NEW  30-SONG  COLLECTIO 
is  one  of  the  first  to  span  Dean 
Martin's  entire  career,  from  the| 
early  years  at  Capitol  Records  tl 
those  on  Frank  Sinatra's  Reprisl 
label.  It  begins  with  his  first  top-ten  hit,  1949's  "Powder  Your 
Face  with  Sunshine."  Dino's  distinct  style — romance  with  just  a 
hint  of  cynicism — bubbles  warm  as  he  sings,  "Standing  on  the 
corner,  watching  all  the  girls  go  by"  and  "I'd  cry  like  a  baby  if  yq 
told  me  good-bye."  The  CD  takes  a  hokey  turn  during  the  Repris 
years  of  the  mid-1960s — but  Dino  coolly  weathers  the  transition. 
The  number-one  1964  hit  "Everybody  Loves  Somebody"  is  followa 
by  a  few  tunes  from  Martin's  western  phase,  like  "Houston"  and 
"Little  Old  Wine  Drinker  Me."  (Fortunately,  he  can  swing  even  with 
Texas  drawl.)  The  CD  ends  with  a  folksy  remake  of  Glen  Campbel 
"Gentle  on  My  Mind."  Of  course,  this  compilation  includes 
many  of  Dino's  Italian  love  songs,  such  as  "Volare,"  "Innamorata' 
and  "Ritorna  Me."  There's  even  the  little-heard  remake  of 
Rosemary  Clooney's  "Mambo  Italiano."  —MARK  ROTELLA 

SAM  PHILLIPS,  A  Boot  and  A  Shoe;  Nonesuch,  $18 


SAM  PHILLIPS  HAS  A  GIFT 
for  making  the  sophisticate^ 
sound  simple.  Her  break- 
through record,  the  bright 
and  Sgt.  Pepper-esque 
Martinis  and  Bikinis  (1994) 
was  a  transcendent  momen 
in  post-Beatles  pop.  She 
has  spent  the  past  few 
years  lassoing  her  obvious 
influences  (the  Fab  Four, 
Kurt  Weill)  into  a  quiet,  quirky  sound  that's  so  intimate  you  feel 
the  walls  of  the  studio  closing  in.  A  Boot  and  A  Shoe  has  the  air 
music  recorded  in  hushed  tones,  and  that's  no  small  feat  for  a 
record  that  employs  a  bevy  of  instruments  (violin,  cello,  dulcime 
oboe),  as  well  as  prominent  drums.  The  style  suits  Phillips'  uniqi) 
skills  as  a  songwriter,  for  she  sets  up  a  mood  and  then  lets  the 
listener  infer  the  rest.  The  album's  most  obvious  candidate  for 
single  status,  the  seemingly  upbeat  "Love  Changes  Everything," 
is  fraught  with  ambivalence:  "I'm  not  sorry  we  looked/But  I  hope 
I  didn't  keep  you  too  long,"  Phillips  croons  in  her  nasally  alto. 
It's  possible  that  this  record  will  remind  some  of  The  White  Albuf 
in  its  resolute  spareness  and  economy  (most  songs  are  under 
three  minutes  long);  but  its  chief  influence  is  probably  her 
husband  (and  producer)  T-Bone  Burnett's  overlooked  1992 
masterpiece,  The  Criminal  Under  My  Own  Hat.  Both  are  so 
impeccably  crafted  as  to  sound  not  produced  at  all,  proof  that  a 
less-is-more  aesthetic  need  not  mean  rough  and  unfinished. 
A  Boot  and  A  Shoe  is  a  rare  record,  one  whose  songs  are 
recognizable  after  one  listen,  and  another  triumph  for  one  of  our 
most  original,  if  not  prolific,  artists.  — LC 
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FULL  SPECTRUM  WARRIOR;  THQ;  $50 


FULL  SPECTRUM  WARRIOR  IS  THE  PRODUCT  OF  AN  UNLIKELY  COLLABORATION  BETWEEN  THE  U.S.  ARMY  AND 
a  Los  Angeles  computer  game  company  called  Pandemic  Studios.  The  two  were  brought  together  by  the 
University  of  Southern  California's  Institute  for  Creative  Technologies,  a  think  tank  that  mines  the  entertainment 
;  I  I  industries  for  ideas  and  expertise  that  might  aid  the  military.  Pandemic's  mandate  was  to  create  a  hyperrealistic 
strategy  game  that  would  help  soldiers  prepare  for  street-by-street,  urban  combat  in  places  like  Iraq.  They 
0  H      completed  the  game  in  2003,  and  the  Army's  been  playing  it  ever  since.  But  in  a  few  months  a  new,  modified 
'     version  for  the  PC  and  the  Xbox  will  be  released  to  the  general  public.  To  play,  you  take  command  of  two 
four-man  groups— Alpha  and  Bravo  Squads— and  try  to  knock  off  successive  waves  of  Kalashnikov-wielding  bad 
uys.  Some  attack  alone,  firing  rapidly  then  darting  around  corners,  while  others  mount  well-coordinated  group  assaults.  Sound 
amiliar?  Not  surprisingly,  the  setting  is  a  Middle  Eastern-looking  city,  rendered  in  richly  textured  graphics.  Success  depends 
:  lot  on  overwhelming  firepower,  but  on  your  ability  to  tactfully  maneuver  your  men  and  outflank  each  opponent — exactly 
!  he  strategy  the  military  wants  to  teach  its  soldiers.  If  you  try  any  Rambo  stuff  in  this  game,  you  won't  pass  the  first  level.  —  TJ 
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TUNES  OF  GLORY; 
Criterion  Collection;  $30 


TUNES  OF  GLORY,  DIRECTOR 
Ronald  Neame's  1960  psycho- 
logical masterpiece,  should  be 

a required  viewing  at  business 
schools  everywhere.  It  is  the 
story  of  the  tragedy  that  awaits 
•n  egos  wage  battle  upon  a  sea  of 
l  osterone.  Alec  Guinness  plays  Jock 
hclair,  the  brash,  boozy  commanding 
>nel  of  a  post-WWII  Scottish  regiment, 
bved  by  his  men  for  a  backslapping 
nagement  style,  and  a  terror  with  the 
lies  for  his  charm.  When  Colonel 
liil  Barrow  (John  Mills)  arrives  to  replace 
■clair  at  the  snowy  Highland  castle 
?;re  the  story  is  set,  he  proves  to  be 


every  bit  his  predecessor's  opposite: 
priggish,  by-the-book,  a  Sandhurst  stick- 
in-the-mud.  "The  spry  wee  gent,"  Sinclair 
calls  him,  dismissively.  Both  men  are  war- 
weary  veterans,  but  without  a  war  to  fight 
they  set  their  sights  on  one  another  in  a 
doomed  emotional  duel  as  they  compete 
for  authority  among  their  fellow  officers  in 
the  mess.  It  is  a  tribute  to  Tunes  of  Glory 
author  James  Kennaway's  genius  for 
subtlety,  and  also  Neame's  understated 
dramatic  adaptation  of  his  novel,  that  we 
are  allowed  to  sympathize  with  both 
unattractive  men,  even  as  their  insecurities 
are  slowly  laid  bare  and  guilt  begins  to 
seep  between  the  cracks  of  their  battle- 
hardened  exteriors.  The  crushing  conclusion, 
one  of  Guinness's  finest  performances, 
will  leave  you  trembling.  —PATRICK  COOKE 


A  film  by 
RONALD  NEAME 
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Cheat  At  Tennis 


TENNIS  TUTOR 

Your  Very  Own  Portable 
Tennis  Ball  Machine 

Practice  Like  The  Pros  ! 


from  $549 


r 


Home  Court  Machines 

$1,145  to  $4,100 


www.sportstutor.com 

1-800-448-8867 

Sports  Tutor.        Winona  Ave.,  Burhank,  CA  91504 


The  Ultimat 


Swim,  Walk,  or  Run 

With  Ferno  Performance 
Pools,  exercising  in  your 
home  has  never  been  easf 
Swim  against  a  variable 
speed  current,  exercise  oi, 
a  variable  speed  treadmill 
or  complete  your  workout 
on  our  Aquatic  Bikes.  Your 
options  are  unlimited. 


888-206-7802 
www.fernoperformancepools.com 
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1ASTER  AND  COMMANDER; 

ox;  $40 

HESE  DAYS,  IT'S  ALMOST  A  CLICHE 
lat  in  Hollywood  action  movies  the 
oecial  effects  take  precedence  over  the 
tory.  Master  and  Commander,  which 
ussell  Crowe  memorably  called  "a 
135-million  art  film,"  was  last  year's 
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Master^Commander 

THE  FAR  SIDE  OF  THE  WORLD 


brilliant  exception  to  that 
trend.  Like  any  director 
of  an  action  flick,  Peter 
Weir  spent  most  of  his 
budget  building  elaborate 
sets  and  then  blowing  them 
up.  But  he  set  aside 
enough  money,  time  and 
energy  to  re-create  the  self- 
contained  world  of  a  British 
naval  frigate  in  the  early 
1800s  with  unparalleled 
verisimilitude.  The  new 
"Collector's  Edition"  DVD  of 
the  film  contains  two  docu- 
mentaries elucidating  the 
ins  and  outs  of  that  Herculean  process, 
from  adapting  Patrick  O'Brian's  novels 
into  a  script  to  training  the  actors  to 
reef  sails  and  fire  cannons.  There 
are  also  a  number  of  deleted  scenes 
that  provide  deeper  detail  into  life 
aboard  Captain  Aubrey's  ship,  the  HMS 
Surprise,  including  a  clip  of  the  foremast 
jacks  and  marines  raising  the  anchor,  a 
sailor  getting  a  torso-enveloping  tattoo, 
goat  races  in  the  ship's  hold  and  a 
terrifying  sequence  in  which  Mr.  Higgins, 
the  surgeon's  mate,  demonstrates 


19th-century  dental 
techniques. — TJ 

STEP  INTO 
LIQUID;  Artisan; 
$25 


IF  YOU'RE  EAGER  TO 
see  what  your  high- 
definition  plasma 
TV  is  capable  of,  this 
new  DVD  is  a  fine 
place  to  start. 
Directed  by  Dana 
Brown,  son  of  The 
Endless  Summer 
creator  Bruce  Brown,  Step  Into  Liquid 
features  some  of  the  most  eye-popping 
surfing  footage  ever  filmed.  The 
locations  include  Tahiti,  Vietnam  and 
Australia,  as  well  as  a  few  less  likely 
surfing  destinations,  like  Lake  Michigan. 
The  film's  highlight  is  a  near-suicidal 
surfing  trip  to  the  Cortes  Bank,  an 
underwater  plateau  100  miles  off 
the  coast  of  San  Diego  that  produces 
waves  the  size  of  subdivisions.  Watching 
it,  you'll  never  be  so  glad  to  be  parked 
on  the  sofa.  — TJ 
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IECKTOR  SHIPYARDS: 

Company  That  Launched 
nds  Is  Ready  to  Build 
Custom  Yacht 


ling  North  America's  most  expansive 
comprehensive  shipyards  in  three 
s  along  the  East  Coast,  Derecktor 
is  is  accepting  reservations  for  new 
instruction  of  up  to  350  feet,  special- 
custom  motoryacht,  sailing  yacht  and 
on  yacht  projects.  With  the  foremost 
to  build,  repair  and  service  the 
finest  custom  yachts,  the  company 
all,  combining  more  than  a  half- 
s  worth  of  knowledge  and  craftsman- 
h  progressive  shipbuilding  techniques 
finest  quality  materials  in  existence, 
ing  on  the  traditions  of  founder 
E.  Derecktor,  this  57-year-old,  fami- 


ly-owned and  operated  company  has  cap- 
tured the  detail  and  demand  for  perfection 
instilled  by  its  founder,  having  constructed 
more  than  200  vessels,  including  the 
America's  Cup  winner  Stars  and  Stripes. 

Today,  Derecktor  Shipyards  continues  this 
legacy  under  the  direction  of  CEO  Paul 
Derecktor,  who  sees  to  it  that  each  boat 
reflects  his  father's  commitment  to  building 
the  finest.  H 

Contact  our  sales  and  marketing  manager  to 
learn  more  about  our  custom  yacht  construc- 
tion capabilities:  Patta  Sloan,  912.484.5798, 
pattas@derecktor.com. 


DERECKTOR  SHIPYARDS 

Since  1947 

New  York  •  Florida  •  Connecticut 
www.derecktor.com 


ISO-foot  S/Y 
For  Immediate  Salt- 
Now  Under  Construction 


The  Back  Page  by  Christopher  Buckley  and  Patrick  Cooke 


The  International  Code 

(Revised  and  Updated) 


A 

Alfa 


I  am  drunk. 

Keep  well  clear  of  me. 


N 

November 


I  require  help  with 
my  luggage. 


B 

Bravo 


My  vessel  cost  more 
than  yours. 


0 

Oscar 


I  am  a  Democrat  and  feel 
guilty  about  owning  a  yacht. 


c 

Charlie 


I  am  on  fire  and  have  dangerous 
cargo  on  board  and  frankly, 
it  is  not  much  fun. 


P 

Papa 


I  am  a  Republican. 
You  should  see  mv  other  boa 


D 

Delta 


Donald  Trump  aboard. 
Stay  well  clear  of  me. 


Q 

Quebec 


I  am  gay. 

Your  signal  flags  clash. 


E 

Echo 


Erectile  dysfunction. 
I  require  Viagra. 


R 

Romeo 


I  am  a  trial  lawyer. 
Please  collide  with  me. 


F 

Foxtrot 


I  am  defibrillating. 
Stand  clear. 


s 

Sierra 


I  cannot  afford  this  vessel. 


G 

Golf 


III 


Spouse  overboard. 

I  am  increasing  my  speed. 


T 

Tango 


Fine,  don't  alter  course.  D< 
not  blame  me  when  you  wak< 
up  with  my  bow  up  your  stert 


H 

Hotel 


My  engine  is  making  very 
strange  noises. 
Someone  do  something. 


U 

Uniform 


Union  vessel.  You 

got  a  problem  with  that? 


I 

India 


I  wish  to  have  sex  with  vou. 


V 

Victor 


I  am  out  of  vodka  and 
declaring  an  emergency. 


J 

Juliet 


Stop!  in  the  name  of  love, 
before  you  break  mv  heart. 


W 

Whisky 


I  am  out  of  scotch. 
My  situation  is  critical. 


K 

Kilo 


Alter  your  course. 


X 

X-ray 


I  require  a  hug. 


L 

Lima 


No,  you  alter  course. 


Y 

Yankee 


7/A 


Something  repellent  with 
tentacles  has  wrapped 
itsell  around  mv  rudder. 


Mike 


I  am  heavy  in  tech  stocks  and 
am  diversifying  my  portfolio. 


Z 

Zulu 


Whatever. 


.1 


